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Moses,  John  Ware,  farmer,  Brownsv.lle,  Tenn 348 

Mummert,  Philip  J.,  graduate  department  of  planning,  Memphis  State 

University,  Memphis,  Tenn 326 

Short,  R.  E.,  chairman  of  the  board,  Riceland  Foods „ 283 

Sparks,  Clarence,  vice  oresldent,  Mississippi  Association  of  Farmer-Elected 

Committeemen,  Walls,  Mas 358 

Tanner,  William,  farmer,  Obion  County,  Tenn 350 

Townsend,  Ed,  Paris,  Tenn.;  member,  board  of  directors,  Jackson  Produc- 
tion Credit  Association,  Jackson,  Tenn 305 

UU,  Jerry,  vice  chairman,  board  of  directors,  Farmers  Production  Credit 

Association,  Ashland,  Ohio 357 

Wade,  Tom  W.,  Jr.,  farmer,  grain  elevator  operator,  cotton  giimer,  Kenton, 

Tenn — - - „  299 

Wooten,  R.  M.,  farmer,  Munford,  Tenn 304 

Material  Subiottsd 

Burks,  Tommy,  farmer,  Putnam  County,  Tenn,  statement 280 

Stallfngs,  Robert  S.,  House  of  Representatives,  State  of  Tennessee,  letter 

of  October  2,  1979 - - — - 307 

OCTOBER  5,  1979;  MEMPHIS,  TENN. 

WiTHKBSEB 

Bailey,  William  E.,  assistant  to  the  general  manager,  Tennessee  Farmers 

Cooperative,  La  Vergne,  Tenn__ _ 467 

Billings,  Earl  N.,  executive  vice  president  and  secretary  of  the  American 

Cotton  Shippers  Association 436 

Borthick,  Frank,  grain  and  tobacco  farmer,  Sprin^eld,  Tenn.;  director, 

Cumberland  Electric  Membership  Corp.,  Clarksville,  Tenn 513 

Brown,  Billy  Ross  Jr.,  Oxford,  Miss.  Production  Credit  Association 512 

Bullington,  Earl,  CaruthersviUe  Production  Credit  Association 437 

Crumpton,  Dan  F.,  Jr.,  Clarksdale,  Miss.,  Production  Credit  Associstlon.  511 
Farrar,   Elvin  J.,  general  manager.   North   Georgia  Electric  Membership 

Corp.,  Dalton,  Ga 479 

Fel&nd,  Armatead  M.,  Ill,  Cabot,  Ark.,  representing  Southern  Farmers 

Association  and  Farm  Credit  Banits  of  St.  Louis 421 

Qarrigan,  Hugh,  Jr.,  farmer,   Union  City,  Tenn.,  president,  Tennessee 

Soybean  Association 460 

Garrigan,  Pamell,  farmer,  Hickman,  Ky 460 

Gibson,  Jack,  chairman  of  the  board.  Federal  Land  Bank  Association  of 

Southeast  Arkansas,  Dermott,  Ark 417 

Gibson,  RoBcoe  R.,  farmer,  Clarlcsburg,  Mo.,  JefTeison  City  Production 

Credit  Association 474 

Gist,  Thomas  H.,  Jr.,  farmer,  Marianna,  Ark.,  member,  board  of  directors. 

Sixth  Farm  Credit  District 429 

Hitschfeld,   Peter,   second   vice   president   and   chairman.   Committee  on 

Foreign  AfTaira,  American  Cotton  Shippers  Association 434 

Hutchinson,  K.  Thomas,  president,  board  of  directors,  Rutherford  Farmers 

Cooperative,  Murfreesboro,  Tenn 497 

Isbell,  Lucian  H.,  farmer,  Hickman,  Ky 461 

Jackson,  Earl  G.,  commercial  fisherman.  Bayou  La  Betra,  Mobile  County, 

Ala.;  member.  Bay  Minette  Production  Credit  Association 518 

Jones,  Hon.  Ed,  a  Representative  in  Congress  from  the  State  of  Tennessee.       395 

Lawbon,  J.  N,,  farmer  and  businessman,  McCrory,  Ark 432 

Meuser,  Paul  F,,_  chairman,  board  of  directors,  Columbus  Production 

Credit  Association 477 


ly  Google 


vn 

NatU,  John,  farmer;  member.  Federal  Farm  Creiiit  Board,  Brinkley,  Ark. 
Noel,  Paul  A.,  grain  farmer,  Hopkinsville,  Ky.,  presiileot,  hoard  of  directors, 

Hopkinaville  Elevator  Co.,  Hopkinsville,  Ky 

Price,  Warren  T.,  Jr.,  farmer,  representing  Baton  Rouge,  La.,  Production 

Credit  Association 

Putman,  James,  president,  Tennessee  Farm  Bureau  Federation,  Memphis, 

Tenn , 

Redditt,  R.  Bardin,  Greenwood,  Miss.,  Federal  Land  Bank  Associations 

National  Committee 

Reisz,  John,  farmer  and  director,  Federal  Land  Bank  Association,  Hen- 
derson, Ky 

Rone,  Herbert,  farmer,  Portageville,  Mo.,  chairman  of  the  board,  Caru- 

thersviile  Production  Credit  Association 

Sands,  Don  W.  executive  vice  presiiient,  Gold  Kiat,  Inc.,  Atlanta,  Ga 

Sigsbee,  Bert,  Rector,  Ark.,  Independent  Insurance  Agents  of  Arkansas., 

Taute,  Eorl,  Glasgow,  Ky 

Tigrett,  Parks,  Independent  Insurance  Agents  of  America,  Newbern,  Tenn, 

Vann,  Herman  T.,  farmer,  Capshaw,  Ala 

Wade,  Jeff,  Jr.,  farmer,  Bragg  City,  Mo 

Wright,  F.  Vernon,  president,  Federal  Intermediate  Credit  Bank  of  New 

Orleans 

Material  Subuittkd 

Alexander,  Robert  A.,  chairman,  Department  of  Agriculture,  Middle 
Tennessee  State  University,  Murfreesboro,  Tenn.,  letter  of  September  25, 
1979 - „ 

Bramlett,  Leon,  Clarksdale,  Miss,,  letter  of  October  1, 1979 

Carson,  Robert  A.,  farmer,  Marks,  Miss.,  letter  of  September  28,  1979 

Chivers,  Thomas  W.,  chairman,  Custer  County  ASC  Committee,  Bolen 

Uresti,  vice  chairman,  and  James  C.  Lambert,  regular  member,  letter  of 

October  24,  1979 - „. 

Comett,  Charles  M,,  farmer  and  member,  Cumberland  Production  Credit 

Association,  statement 

De  Priest,  Del  bert,  farmer,  Pemiscot  County,  Mo.,letter  of  Octobers,  1979. 

Dilworlh,  Mai  L.,  Shelby,  Miss.,  letter  of  October  3, 1979 

Dupleix,  J.  George,  John  I.  Broussard,  and  B.  W.  Spell,  farmers,  Lafayette 

Parish,  letter  of  October  25,  1979 

Fulton,  T.  0.,  Sr.,  Lyon,  Miss.,  letter  of  October  1,  1979_.. 

Gossage,  Gaylord  D.,  farmer,  Casey  County,  Ky.,  statement 

Harris,  Winston  B.,  farmer,  Senath,  Mo.,  letter  of  Octol>er  5, 1979 

Hawkins,  Guv,  Wartrace,  Tenn.,  letter  of  September  26, 1979 

Hughes,  WilliamW.,in,  Marks,  Miss.,  letter  of  October  1,1979 

MuUens,  David  B.,  CUrksdale,  Miss.,  letter  of  September  28, 1979 

Nebraska  Association  of  Farmer  Elected  Committeemen,  statement 

Simmons,  Gene,  Cameron,  Mo,,  letter  of  October  25,  1979 

Stevens,   A.   W.,  president,   Clarksdale   Production   Credit  Association, 

Clarksdale,  Miss.,  letter  of  September  28,  1979 

OCTOBER  20,  1979;  SPOKANE,  WASH. 

Witnesses 

Barr,  Scott,  Seventh  District  State  Representative 

Black,  Daniel  J.,  Bean  Growers  Warehouse  Co 

Davis,  Eugene  C.,  board  chairman.  Federal  Intermediate  Credit  Bank  of 
Brunear,  Idaho 

DeWitt,  Jack,  manager,  Foundation  Farm,  Inc,  Waitsburg,  Wash 

Dobbins,  Glenn,  farmer,  Spokane  County,  Wa^ 

Ellis,  Kenneth,  president,  U.S.  Trout  Farmers  Association,  presented  by 

Dick  Graves 

Ensley,  Melvin  A.,  farmer  and  director,  Farm  Credit  Banks  of  Spokane 

Graves,  Richard  L.,  Valley  Trout  Farms,  Inc.,  Buhl   Idaho.. ._ 

Gunnari,  Roy  E.,  Southern  Oregon  Production  Credit  Association 

Gunnari,  Roy,  Southern  Idaho  Production  Credit  Association 

HofTman,  E.  J,,  Whitman  Couuty  Growers,  In;.,  Colfax,  Wash 

Johnson,  Eddie,  farmer,  Wilbur,  Wash . - —,_.....——— 
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Jones,  HoQ.  Ed,  &  Representative  in  Congress  from  the  State  of  Tennessee. 
Kottman,   Karl  A.,  executive  secretary,   Washington  State  Council  of 

Farmer  Cooperatives 

LanoQ,  Ross  H.,  Federal  Land  Bank  Association  of  Yakima,  Wash 

Moore,  Delbert,  fanner.  Whitman  County,  Wash 

Niessner,  Frank,  director,  Farm  Credit  Banks  of  Spokane 

O'Neill,  Charles  W.,  president,  State  Association  of  Conservation  Districts 

of  Washington-- - - 

Peterson,  Chester  T.  and  Calmar  T.,  Southwest  Washington  Production 

Credit  Association 

Peterson,  Lawrence  E.,  Farm  Credit  Banks  of  Spokane 

Riddle,  Dixie  L.,  Inland  Farmers,  Inc 

Rigby,  William,  president,  Utah  Association  of  Farmer'-elected  Committee- 
Sanders,  Maurice  W,,  M.  W.  Sanders  Orchards 

Stuhlmiller,  Rolrert,  Washington  State  Farm  Bureau 

Tade,  Marvin,  Northeast  Montana  Production  Credit  Association  and 

Federal  Land  Bank  Association 

Tate,  Gordon,  Idaho  State  Grange 

Tate,  Gordon,  farmer,  Idaho 

Thompson,  Don,  farmer,  Sherman  County,  Oreg 

Thompson,  Robert  M.,  Diamond  Fruit  Growers,  Inc 

Trelber,  Albert  J,,  Northwest  Livestock  Production  Credit  Association 

Watkins  Ronald,  North  Pacific  Gram  Growers,  Inc _. 

Wilcox,  Dick,  secretary,  Oregon  Cooperative  Council 

Williams,  David  E.,  president,  California  NAFEC 

Wilson,   Dwyte,  executive  vice  president,  Oregon-Washington  Farmers 

Union -- 

Wisdom,  Delbert  R.,  Walla  Walla  Production  Credit  Association 

Wuertz,  Howard,  chairman,  Farm  Credit  Board  of  Sacramento 

Wyckoff,  David  W.,  farmer,  Prosser,  Wash 

Material  Sun  kitted 

Carter,  M.  J.,  Spokane  Bank  for  Cooperatives,  statement 

Corbin,  M.  H.,  export  sales  manager,  Wenoka  Sales,  statement — 

Hayes,  Don  E^  Wichita  Bank  for  Cooperatives,  statement 

Home,  C.  W.  S.,  Federal  Land  Bank  of  Columbia,  statement — 

Krueger,  Kenneth  P.,  Spokane  Bank  for  Cooperatives,  statement 

Price,  Richard  F.,  Southern  States  Co-op.,  Richmond,  Va.,  statement 

NOVEMBER  10,  1979;  CHAMPAIGN,  ILL. 

WlTNEBSEB 

Albrecht,  Hllmer  E.,  chairman  of  the  board  of  directors,  Central  Bank  for 
Cooperatives -_ - - 

Amdahl,  Burgee,  presitfent,  Bank  for  Cooperatives 

Apel,  Harold  A.,  Lincoln,  111 

Aves,  ^llan,  president,  American  Soybean  Association 

Berg,  Byron,  board  chairman.  Production  Credit  Association,  Dodgeville, 

Bowman,  Edward  A.,  Oneida,  111 

Bowman,  Wilbur,  president.  Association  of  Illinois  SoQ  and  Water  Con- 
servation Districts 

Brophy,  Dan,  assistant  vice  presirlent,  AErri-Industries 

Bucne'r,  Rodney  G.,  vice  president,  Old  Republic  Life  Insurance  Co 

Bueling,  Russell  M.,  Production  Credit  Association  of  Fargo 

Builta,  Delmar,  McLean  County  Service  Co 

Butcher,  Larry,  farmer,  Macomb,  111 

Qark,  Wayne  O.,  farmer,  Catlin,  111 _ 

Dodd,  Harold,  president,  Illinois  Farmers  Union 

Finch,  James,  grain  and  livestock  farmer.  West  Lafayette,  Ind 

Fonts,  Leonard  R.,  Tippecanoe  County,  Ind - 

Franklin,  Glenn,  executive  vice  president,  Indiana  Farm  Bureau  Coopera- 

e  Association,  Inc 

I,  Jerome,  farmer,  Columbia  County,  Wis 


ly  Google 


Fricke,  Gflbert,  Illmois  Departnwnt  of  Agriculture 

Guthrie,  Charles,  Taylorville,  111 „ 

Hester,  Robert  P.,  director,  Famk  Credit  Bank  of  LouiBVlUe 

Johnston,  (Dick)  C.  R.,  president,  MiBBOuri  Farm  Bureau 

JoDes,  Byron  E.,  stockholder  and  member  of  Blooroiugton  Production 

Credit  Associalion,  Bioomington,  111 

Jones,  Hon.  Ed,  a  Representative  in  Congress  from  the  State  of  Tennessee- 

Kahle,  Vincent  Cj,  Lucky  Farmere  Inc 

Labman,  Robin,  Franklin  Grove,  111 

Lemmerman  (Jack)  J.D.,  first  vice  president,  Illinois  Bankers  Association- 
little,  Byron,  farmer.  Areola,  III. - _ 

McCloy,  Lawrence,  farmer,  Mason,  111 

Morris,   Hillard,  director  of  the  National  Association  of  Conservation 

Districts. 

Otten,  Stanley,  farmer,  Macoupin  County 

Parett,  Harold,  fanner,  Mohamet,  111 

Peterson,  Virgil  E.,  eiecutiva  vice  president,  Hoosier  Energy  Division 

Pratt,  Charlie,  National  Livestock  Producers  Association 

BUce,    Maitland,   vice  president,    Kentucky   Association   of   Conservation 

Districts 

Seaman,  Wayne,  general  manager.  West  Central  Cooperative 

Simeral,  Dean  W.,  vice  president  for  public  affairs,  Ohio  Farm  Bureau 

Skinner,  Jay,  grain  farmer,  Delaware,  Ohio 

Sowers,  Gordon,  president.  Independent  Farm  Agents  of  Illinois 

Steele,  Harold  B.,  president,  Illinois  Farm  Bureau 

Stewart  Lloyd,  Production  Credit  Association  of  Mandan,  Seventh  Farm 

Credit  District 

Wagner,  Robert,  farmer,  Carthage,  III 

Webb,  Glenn,  farmer  and  member  of  the  board.  Farm  Credit  Banks  of 

St.  Louis - - 

Material  Submitted 

Anderson,  Jay,  board  of  directors,  Prairie  Commodities,  Inc.,  letter  of 
October  18,  1979,  to  Jack  Hughes,  Texas  Bank  for  Cooperatives 

Barnes,  Jack  W.,  general  manager,  Michigan  Milk  Producers  Association, 
statement 

Boerboom,  Gerald,  Production  Credit  Association,  Marshall,  Minn., 
statement 

Cleveland,  Robert  N.,  president,  Oliio  Rural  Electric  Cooperatives,  Inc., 
letter  of  November  8,  1979,  to  Dean  W.  Simeral,  Ohio  Farm  Bureau 
Federation,  Inc 

Conklen,  Irwin,  farmer.  New  Holland,  lU.,  letter  to  Hon.  Edward  R. 
Madigan,  a  Representative  in  Congress  from  the  State  of  Illinois 

Cooper,  J.  B.,  Jr.,  Roscoe,  Tex.,  letter  of  October  4,  1979,  to  Jack  Hughes, 
president,  Texas  Bank  for  Cooperatives 

Danekas,  Herman  F.,  farmer,  Monroe  Center,  III.,  statement 

Donovan,  B.  T.,  Jr.,  farmer,  Decatur,  111.,  letter  of  October  29,  1979,  to 
Hon.  Edward  R.  Madigan,  a  Representative  in  Congress  from  the  State 
of  Illinois _ _ 

Duncan,  Mervin,  farmer,  Ferron,  Utah,  letter  of  October  16,  1979 

Ehler,  Charles,  farmer.  Champaign  County,  111.,  statement 

Higley,  Vem  F.,  corporate  secretary,  American  Cotton  Growers,  letter 
of  September  27,  1979,  to  Jack  Hughes,  president,  Texas  Bank  for 
Cooperatives 

Knapp,  Emory,  farmer,  Aubrey,  Tex.,  letter  of  September  26,  1979,  to 
ConRressional  Affairs  Administration,  Farm  Credit  Administration, 
Washington,  D.C 

Let's  Get  Our  Grain  Exporting  Together!,  by  James  Haskell,  Michael 
PhillipB,  Stanley  Thurston,  and  David  Volkin,  Agricultural  Economists, 
Farmer  Cooperative  Service,  submitted  by  Glenn  Franklin 

Lichty,  Robert,  farmer,  LeRoy,  111.,  letter  to  Hon.  Kdward  R.  Madigan, 
a  Representative  in  Congress  from  the  Stale  of  Illinois 

Parish,  James,  farmer,  Decatur,  III.,  letter  of  October  30,  1979,  to  Hon. 
Edward  R.  Madigan,  a  Representative  in  Congress  from  the  State  of 
Illinois - - 
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PanlUB,  WQbar,  Line<dn,  m.,  letter  of  October  2*,  1979,  to  Hon.  Edward 

R.  Madigan^  a  Representative  in  Congress  from  the  8t*te  of  Illinois 

Povell,  Harola  C,  fanner,  director,  PCA  of  Training,  atatonent 

Itainier  National  Bank,  statement 

Schaefer,  Hennan  V.,  chairman,  niiwnia  State  ASC  Committee,  letter  of 

November  8   1979 _ 

Seattle-First  National  Bank,  statement 

Stebbins,  Ronald  W.,  general  manager,  Breekemidge- Wheeler  Cooperative, 

Inc.,  letter  of  October  17,  1979 _ 

Stockton,  T.  W.,  president,  American  Cotton  Growers,  Croebyt<m  Gin 

Division,  letter  crt  September  27,  1979,  to  ConmssitMtal  Affairs  Division, 

Farm  Credit  Administration,  Washington,  D.C 

Swsnson,   Earl   R.,  professor,    Department  of   Agricultural  Economics, 

University  of  IDmois,  Urbana,  m.,  statement 

Texas  Citrus  Exchange,  Mission,  Tex-,  statemeat 

Warsaw,  Herman,  farmer,  Saybrook,  IlL,   letter   to  Hon.    Edward    R. 

Madigan,  a  Representative  in  Congress  from  the  State  erf  Illinoia 

Whalen,  Joseph  E.,  Bryanwood  Farms,  Poifidd,  HL,  statement 
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FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AMENDMENTS 


TUESDAY,  SEFTEUBEB  11,  1879 

HotfSE   OF   REPRESENTATrVES, 
SuBOOMMriTEE   ON    CONSERVATION   AND   CkEDIT 

OF  THE  Committee  on  Agbicultuke, 

Washing  ion,  P.O. 

The  suIxxHiunittee  met,  pursuant  to  notice,  at  10 :10  a.in.,  in  room 
1303,  Longwortii  House  Office  Building,  Hon.  Ed  Jones  of  Tennessee 
(chairman  of  the  subccHnmittee)  presiding. 

Present:  Representatives  Harkin,  Glickman,  Hance,  Baldus,  Bedell, 
English,  Daschle,  Madigan,  Marlenee,  and  Hopkins. 

Also  presNit :  Bepresentative  de  la  Garza  of  the  full  OHiunittee. 

Staff  present:  Eleanor  S.  Walsh,  clerk;  Robeit  A.  CashdoUar, 
Wayne  A.  Fletcher,  Kate  Garvin,  Samuel  P.  Hayes,  James  W.  John- 
son, Jr.,  Frances  Monaghan,  and  Frank  Winston. 

OFEHIHa  REKATtira  OF  HON.  ED  JONES,  A  BEFBESENTATIVE  IN 
C0NOBE8S  FROM  THE  STATE  OT  TENNESSEE 

Mr.  Jones  of  Tennessee.  The  Subcommittee  on  Conservation  and 
Credit  will  oome  to  order. 

The  Suboommittee  on  Conservation  and  Credit  is  meeting  this 
morning  for  the  purpose  of  opening  a  series  of  hearings  on  potential 
methods  of  improving  and  expanding  conservation  of  America's 
farmland. 

Today's  hearings  are  tJie  first  of  several  which  the  subcommittee 
will  hold  in  the  coming  weeks.  Included  in  our  schedule  of  hearings 
are  visits  to  the  States  of  Washington,  Oregon,  South  Dakota,  Kansas, 
niinois,  and  Tennessee. 

This  hearing  and  the  others  which  will  follow  will  examine  three 
principal  areas.  The  first  of  these  is  the  Great  Plains  conservation 
prcfgram.  As  you  all  know,  this  program  is  scheduled  to  expire  in 
1981. 

However,  there  are  three  bills  which  have  been  introduced  in  the 
House  and  referred  to  this  subcommittee  which  would  extend  the 
Great  Plains  program.  They  are  H.R.  3693  by  Representative 
Sebelios;  H.R.  3789  by  Representative  de  ia  Garza;  and  H.R.  4314  by 
Representative  Daschle. 

The  second  subject  to  be  examined  in  these  hearings  is  the  agricul- 
tural conservation  program.  ACP  has  done  an  outstanding  job  with 
limited  resources,  in  the  past.  But  a  serious  review  of  this  pn^am 
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and  its  level  of  assistance  is  needed  if  we  are  to  go  about  solving  the 
serious  problem  posed  by  continuing  erosion  of  our  Nation's  soil. 

The  last  area  on  which  these  series  of  hearings  will  focus  is  that  of 
possible  new  incentives  to  encourage  farmers  to  practice  conservation 
farming.  I  believe  it  is  time  to  consider  new  ideas  and  make  a  new 
conmiitment  to  the  challenge  of  soil  conservatitm. 

A  package  of  several  diverse  elements  may  well  be  needed,  and  I 
hope  these  hearings  will  bring  to  light  some  new  and  different  ap- 
proaclies  which  could  help  meet  this  challenge. 

We  are  delighted  to  have  with  us  today  witnesses  whom  wo  will  be 
liearing.  I  will  not  limit  any  of  the  time  today  for  the  Members  of 
Congress  and  others  who  will  be  here  this  morning  for  the  purpose  of 
testifying. 

This  is  sort  of  a  mixture  of  hearings  that  the  subcommittee  put 
together  for  the  purpose  of  trying  to  save  your  time  as  well  as  the 
time  of  the  subcommittee.  Therefore,  today,  swne  witnesses  will  be 
talking  about  reauthorizing  the  Great  Plains  program.  That  is  quite 
an  important  program.  I  am  sure  that  all  of  you  will  agree  with  that. 

Then,  there  will  be  others  who  will  be  bringing  to  us  a  review  of 
the  agricultural  conservation  program,  commonly  known  as  AGP. 
There  will  be  recommendations  for  updating. 

Then,  there  will  be  some  recommendatitms  for  some  new  prc^rams 
made  by  some  Members  who  are  here.  The  truth  of  the  matter  is  tJiat 
there  will  be  some  who  may  be  talking  about  all  three  topics.  If  you 
are,  then  that  will  be  fine.  We  are  making  this  a  type  of  a  hearing  so 
the  subcommittee  can  look  at  all  the  issues  and  formulate  some  pro- 
jected future  legislation. 

[The  bills,  H.R.  3693,  H.R.  3789,  and  H.R.  4814  follow:] 

[H.R.  8698,  Bflth  Con(..  1st  SeBL] 

ration  and  Domestic  dUotment  Act, 


Be  it  ewtcted  i>y  the  Senate  and  Houie  of  RepT^sentatives  of  the  United  Statei 
of  America  jn  Congrett  attemliled,  Tbat  section  18(b)  of  the  Soil  Cotuerration 
and  Domestic  Allotment  Act  (70  Stat  HIS,  as  amended;  16  U.8.C.  69C^<b))  la 
amended  b; — 

(1)  In  the  second  complete  sentence  of  paraerapli  (1),  striking  oat  "Such 
contracts  may  be  entered  Into  during  the  period  ending  not  later  than  De- 
cember SI,  1881,"  and  inserting  In  lien  Uieteof  "Such  coutracta  may  be 
entered  Into" ;  and 

{2)  In  paragraph  (7),  striking  oat  the  colon  preceding  the  word  "fVovMed" 
and  all  that  follows  down  through  "^,000,000". 
Sbc.  2.  This  Act  shall  become  effective  October  1,  1979. 


[H.R.  S7ge.  9Sth  Cong.,  lat  S«B1.] 


Be  it  enacted  bv  the  Senate  and  Etune  of  Repretentativei  of  the  Dnited  Stateg 
of  America  in  Congreu  attemhled.  That  section  16(b)  of  the  Soil  ConseiraUon 
and  Domestic  Allotment  Act  (70  Stat.  1119.  as  amended;  16  U.S.C.  SMp(b)) 
Is  amended — 

(1)  b;  deleting  the  third  and  fourth  seatences  of  paragraph  (1)  thereof 
beginning  with  •'Such  contracts  may  be  entered  into  •  •  •"  and  inserting  In 
lieu  thereof  the  following :  "Such  contracts  may  be  entered  into  during  the 
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period  aiding  not  later  than  September  SO,  1987,  with  respect  to  fanug, 
ranches,  and  other  lands  In  counties  In  the  Great  Plains  area  of  the  States 
of  Colorado,  Kansas,  Montana,  Neliraska,  New  Mexico,  North  Dakota,  Okla- 
boma,  SoDth  Dakota,  Texas,  and  Wyoming,  and  In  counties  In  other  States, 
designated  br  the  Secretary  as  susceptible  to  serious  wind  and/or  water 
erosion  by  reason  of  their  soil  types,  terrain,  and  climatic,  soli,  topograplilc, 
flood,  saline,  otber  natural  hazards,  and  other  factors.  The  landowner  or 
m)erator  stiall  furnish  to  the  Secretary  a  plan  of  farming  operations  or  land 
use  which  Incorporates  such  soil  and  water  conservation  practices  and 
principles  as  may  be  determined  by  him  to  be  practicable  for  mazimoiD 
mitigation  of  climatic,  soil,  topographic,  flood,  saline,  and  other  natural 
hasards  of  the  area  in  which  such  land  is  located,  and  nhlch  outlines  a 
schedule  uf  proposed  changes  in  cropping  systems  or  land  use  and  of  the 
conservation  measures  which  are  to  tie  carried  out  on  the  farm,  ranch,  or 
other  land  during  the  contract  period  to  protect  the  farm,  ranch,  or  other 
land  from  erosion  and  deterioration  by  natural  causes." :  aud 

(2)  by  deleting  In  the  flrst  sentence  of  paragraph  (7)  thereof  everything 
following  the  word  "subsection"  and  lusertLag  In  Ueu  thereof  a  period. 


[H.R.  4S14.  Oeth  CoDg..  1st  8«Bi.l 

A  BILL  To  nlcod  for  ten  jeara  the  pcrlnd  durliiK  wblcb  the  Secretary  of  Anricultun 
may  enter  Into  contracts  under  the  Qreat  Plalna  conserTaUon  program,  nnd  ror  otbtr 
porpous 

Be  it  enacted  by  IA«  Senate  oHd  Route  of  Repreientativet  of  the  United  Btatee 
of  America  4n  Congrett  atnemhled.  That  (a)  section  16(b)  (1)  uf  the  Soil  Con- 
servation and  Domestic  Allotment  Act  (16  U.S.C.  .'S90p(b)  (1) )  Is  amended 
by  etriklnK  out  "December  31, 1&81"  and  inserting  in  lieu  thereof  "December  SI, 
1»1". 

(b)  The  provision  section  16(b)  (7)  of  the  Soil  Conservation  and  Domestic 
AJIotment  Act  (16  U.S.C.  seOp(b)  (7) )  is  amended— 

(1)  by  striking  out  "t300/K)0,000"  and  inserting  In  lieu  thereof  "$BO0.- 
IXK>.000" ;  and 

( 2)  by  striking  out  "925,000,000"  and  Inserting  in  lieu  thereof  "$50,000,000". 

Mr.  Jones  of  Tennessee.  Our  first  witness  this  morning  is  Virginia 
Smith,  a  Member  of  Congress  from  Nebraska,  She  is  delightful  and 
has  been  with  us  before;  a  great  supporter  of  agriculture  and  a  great 
help  every  time  we  have  had  need  for  witnesses  on  subjects  such  as 
these  this  morning. 

Congressman  Virginia  Smith  has  been  in  the  Congress  for  soma 
time  now.  She  has  a  fabulous  background  and  has  oriented  all  of  her 
life  and  dedication  to  agriculture. 

Virginia,  it  is  good  to  have  you  here  this  morning;  welcome. 

STATEMENT  OF  HOH.  VIRGIinA  SMITH.  A  BEFRESENTATIVE  DT 
COHGKESS  7B0H  TEE  STATE  OF  NEBRASKA 

Mm  Shtph.  Thank  you  for  those  kind  words,  Mr.  Chairman. 

I  want  to  commend  you,  Mr.  Chairman,  and  members  of  the  sub- 
committee, for  initiating  this  series  of  hearings  on  potential  methods 
of  improving  and  expanding  conservation  of  one  of  our  greatest 
natural  resources,  the  Nation's  farmland. 

Anyone  who  has  seen  the  Department  of  Agriculture's  figures  on 
the  losses  of  top  soil  knows  that  we  .still  have  a  Kerious  conservation 
problem.  We  can  take  some  consolation  in  the  fact  that  we  are  im- 
proving. These  losses  have  been  cut  to  one-half  that  of  an  earlier 
estimate  and  1  ton  less  than  the  average  loss  reported  by  the  Soil 
Conservation  Service  10  years  ago. 
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But  the  losses  are  still  too  high.  The  average  loss  from  surface 
erosion  by  vater  is  4.8  tons  per  acre  per  year.  We  have  been  told 
that  an  annual  soil  loss  of  about  4  tons  per  acre  is  "permissible"  for 
many  types  of  soil,  since  at  that  rate  new  soil  can  Se  created  about 
as  fast  as  soil  is  lost 

In  many  areas  we  are  ]u8t  holding  our  own  while  in  others,  it  is 
a  losing  battle :  Conservation  programs  must  be  improved,  We  must 
use  all  of  the  tools  we  have  and  make  them  more  effective. 

In  some  areas,  the  situation  is  much  more  grave.  In  Nebraska — the 
State  I  come  from — we  are  losing  7  tons  an  acre  where  we  constantly 
have  to  fight  both  wind  and  water  erosion. 

Since  I  represent  counties  in  the  Great  Plains  area,  I  am  ansious  to 
see  the  Great  Plains  conservation  program  continue  beyond  its  De- 
cember 1981  expiration  date.  We  are  participating  actively  in  tJiis 
program.  In  fact,  we  have  only  9.5  million  acres  under  this  program. 

I  iaiow  firsthand  what  this  program  has  meant  to  the  61  counties 
in  Nebraska  eligible  for  cost-sharing  practices  under  the  program. 
All  but  two  of  the  counties  are  in  tne  district  I  have  the  nonor  of 
representing. 

In  them,  we  must  wage  a  constant  battle  against  wind  and  water 
erosion.  We  like  to  think  we  are  winning  the  battle  in  Nebraska.  I 
would  hate  to  think  what  it  would  be  like  without  a  Great  Plains  con- 
servation program. 

The  Federal  Government  has  invested  more  tlian  $25  million  in 
long-term  cost-sharing  programs  in  Nebraska  under  the  Great  Plains 
conservation  program.  These  funds  have  been  matched  by  landowners 
to  establisli  permanent  cover,  construct  terraces,  improve  watering  fa- 
cilities for  livestock,  build  windbreaks,  including  shelterbelts,  im- 
prove irrigation  systems,  and  generally  provide  for  better  utilization 
of  water. 

These  practices  have  made  it  possible  for  Nebraska  and  other  States 
in  the  High  Plains  area  to  have  a  tremendous  production  record.  Tliese 
practices  nave  helped  us  maintain  our  position  as  one  of  the  leading 
agricultural  States  in  the  Nation.  Collectively,  with  our  sister  States 
in  the  Great  Plain,';  region,  we  provide  60  percent  of  the  Nation's 
wheat ;  30  percent  of  the  cattle,  and  significant  amounts  of  corn,  sheep, 
swine,  grass,  hay,  and  cotton. 

We  could  not  do  this  without  the  help  of  the  Great  Plains  conserva- 
tion program.  Since  it  started,  there  have  been  6,982  contracts  covering 
practices  on  9,467,000  acres. 

The  Nation  depends  upon  this  production  of  food  and  fiber.  It  is 
essential  to  our  domestic  well-being,  and  it  helps  feed  and  clothe  mil- 
lions around  the  world. 

The  20-year  record  of  the  program  is  so  good  it  deserves  to  become  a 

Eermanent  conservation  tool  for  preserving  the  soil  in  the  Nation's 
readbasket  and  building  its  productivity  to  serve  future  generations, 
I  have  joined  with  my  colleague,  the  gentleman  from  Kansas,  Mr, 
Sebelius,  in  sponsoring  legislation  to  put  the  program  on  a  permanent 
basis.  Tliis  bill,  H.R.  3693,  is  one  of  those  you  have  under  consideration 
during  these  important  hearings. 

Efforts  have  oeen  made  to  phase  out  the  program  and  redtice  the 
funds  available  to  it.  Tlie  House  of  Representatives  and  the  Senate 
have  already  spoken  on  these  proposals. 


ly  Google 


In  the  agriculture  appropriations  bill  for  fiscal  year  1980,  funds 
were  restored  to  the  1979  program  level,  and  the  proposal  to  plare  the 
Great  Plains  conservation  program  under  the  aghcultural  conserva- 
tion program — ACP — was  turned  down. 

I  respectfully  urge  you  to  take  your  cue  from  this  action  recognizing 
the  program's  value  and  its  acceptance,  and  report  this  bill  to  extend 
the  Great  Plains  conservation  program  on  a  permanent  basis. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Virginia,  we,  in  the  subcommittee,  thank 
you  very  much. 

Before  you  leave,  let  me  ask  members  of  the  subcommittee  if  they 
have  any  questions  they  would  like  to  ask  you. 

If  there  are  no  questions,  then  we  thank  you  very  much,  Virginia. 
We  will  take  your  statement  and  seriously  consider  it. 

Our  next  witness  is  Hon.  Douglas  K.  liei-euter.  a  Member  of  Con- 
gress from  Nebraska. 

Mr.  Bereuter,  you  may  proceed. 

STAIEHEHT  OP  HOH.  DOVOLAS  K.  BE££UT£S,  A  SEFBESEKTATITE 
IH  C0HOEES8  7B0M  THE  STATE  OF  BEBBASKA 

Mr.  Bereuter.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  would  like  to  thank  you  and  the  members  of  the 
Conservation  and  Credit  Subcommittee  for  giving  me  the  opportunity 
to  express  my  views  on  one  of  the  Federal  Govei-nment's  most  proven 
and  etfective  conservation  programs — the  Great  Plains  conservation 
program. 

I  would  also  like  to  thank  you  for  the  courtesy  of  giving  me  an 
early  opportunity  to  testify  since  I  am  due  in  a  markup  session  of  the 
Water  and  Power  Resources  Subcommittee  of  Interior. 

The  Great  Plains  conservation  progiam  was  established  in  1956  to 
help  residents  of  the  10  Great  Plains  States  combat  the  area's  climatic 
hazards.  Since  the  program's  inception  in  1956,  7,061  contracts  have 
been  signed  with  landowners  in  Xebraska,  covering  approximately  9.6 
million  acres.  During  the  same  period,  many  hundreds  of  thousands 
of  acres  have  been  treated  with  conservation  practices,  eamins  over 
$20  million  in  cost  shares.  The  prograjn  has  provided  both  technical 
assistance  and  direct  financial  assistance  on  a  cost-sharing  basis  nnder 
contracts  from  3  to  10  years  to  farmers  and  ranchers  of  the  Great 
Plains  region  who  would  voluntarily  conduct  soil  and  water  conser- 
vation on  their  land. 

As  members  of  the  subcommittee  know,  practices  authorized  for  cost 
sharing  in  co<mties  eligible  for  the  Great  Plains  program  include  es- 
tablishment of  permanent  plant  cover,  reseeding  grassland,  stripcrop- 
ping,  terracing,  construction  of  fences,  diversions,  wells,  reorganizing 
irngaticm  systems,  as  well  as  other  measures. 

This  program  has  been  extremely  popular  with  landowners  in  Ne- 
braska because  it  provides  the  long  range  contract  assurance  that  the 
funds  will  be  available  when  needed,  while  still  assuring  adequate 
flexibility. 

To  phase  out  one  of  the  effective  tools  of  conservation  in  the  Midwest 
would  result  in  a  reduction  in  technical  services  available  to  farmers 
and  ranchers  in  a  61  county  area.  At  present,  the  Soil  Conservation 


ly  Google 


Service  has  about  140  technical  positions  in  61  Nebraska  counties.  Dis- 
continuing this  program  would  result  in  a  cutback  of  about  30  posi- 
tions. 

Under  its  unique  political  subdivision,  our  natural  resources  dis- 
tricts, Nebraska  has  made  consistently  greater  demands  on  the  techni- 
cal assistance  provided  by  the  reduction  of  manpower  which  has  ham- 
pered the  program's  activities. 

It  is  my  feeling  the  personnel  must  be  stepped  up  rather  than  cut 
back,  in  order  timt  we  may  provide  these  districts  with  the  technical 
expertise  to  prevent  this  area  from  becoming  as  arid  as  it  was  in  the 
1930's. 

Mr.  Chairman,  there  is  one  further  point  I  would  like  to  make  with 
regard  to  the  benefits  the  Great  Plains  conservation  program  has  pro- 
vided for  the  fanners  and  ranchers  in  that  61-county  area.  Of  those  61 
counties  elk;ible  for  this  program,  only  2  are  included  in  my  district. 
Naturally,  I  would  like  to  have  all  the  counties  in  my  district  eligible 
for  this  program.  However,  at  this  point  in  time,  I  am  primarily  c(«i- 
cemed  with  the  C4Mitiuuation  of  the  program. 

The  latest  reports  from  the  Department  of  Agriculture  on  wind 
erosion  conditions  in  tlie  Great  Plains  States  shows  that  682,254  acree 
were  damaged  as  of  December  31,  1978.  Of  that  total,  86  percent  was 
cropland,  10  percent  rangeland,  and  4  percent  other  land. 

Needless  to  say  after  reviewing  these  figures,  I  was  not  surprised 
when  I  read  that  during  a  television  appearance  last  fall,  Secretary  of 
Agriculture  Bob  Bergland  commented : 

We  are  on  a  collision  course  with  disaster.  Water  supplies  are  being  reduced 
snd  the  erosion  of  American  (ormland  today  is  probably  at  a  record  bigb.  This 
■implf  cannot  go  on. 

I  can  certainly  see  that  the  Secretary  understands  the  problems  of 
soil  erosion.  I  just  wish  he  would  pass  his  thoughts  on  to  the  budget 
experts  in  the  administration.  There  appears  to  be  a  feeling  among 


the  people  who  prepare  the  budget  that  Federal  responsibility  for 
helping  private  landowners  with  soil  and  water  conservation  should 
be  limited. 

It  is  my  belief  that  many  conservation  districts  are  willing  to  take 
an  increasingly  more  important  role  as  it  relates  to  the  actual  opera- 
tion of  the  conservation  districts.  However,  Federal  funding  of  these 
programs  is  a  necessity,  not  just  to  the  private  landowner,  out  to  all 
Americans. 

If  we  turn  our  backs  on  programs,  such  as  the  (rreat  Plains  con- 
servation program,  it  will  be  more  than  the  farmers  who  suffer. 

However,  Mr.  Chairman,  there  is  one  major  point  that  I  would 
like  to  make  today  with  regard  to  the  extension  of  this  progrwn.  In- 
deed, it  is  the  reason  why  I  come  before  you  today  as  a  Congressman 
whose  district  is  little  affected  directly  by  this  program. 

Of  the  61  counties  in  my  State  that  are  part  of  the  Great  Plains 
program,  only  2  are  in  my  district.  I  have  followed  this  program  and 
Its  very  fine  results  for  many  years  prior  to  coming  here.  I  am  a  con- 
vert, or  a  proponent,  of  the  type  of  approach  that  underlies  this  pro- 
gram. I  thought  that  perhaps  coming  to  you  from  a  district  that  was 
not  so  vitally  concerned  directly,  my  testimony  might  have  a  bit  more 
impact. 
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I  feel  it  is  a  crucual  point  for  you  and  the  members  of  the  subcom- 
mittee to  consider.  It  is  this :  Right  now  an  evaluation  is  being  com- 
pleted on  the  Great  Plains  conservation  program  by  USDA,  aa  di- 
rected by  the  Resources  Conservation  Act. 

I  have  received  indications  that  one  of  the  primary  themes  of  their 
evaluation  focuses  favorably  on  the  effectiveness  of  long-term  con- 
tracting in  conservation,  the  long-term  cominitment  to  soil  and  water 
conservation,  which  is  what  makes  the  Great  Plains  program  so  at- 
tractive to  fanners  and  ranchers  in  my  State. 

It  seems  inconceivable  to  me  that  the  UtiDA  might  be  basing  much 
of  its  future  conservation  policy  on  a  concept  of  long-range  conmiit- 
ments  to  soil  and  water  conservation  by  farmers  and  ranchers — which 
is  the  foundation  of  the  Great  Plains  program — ^yet  eliminate  the 
prototype  program. 

The  absurdity  of  not  continuing  the  program  until  the  evaluation 
is  completed  is  beyond  reason,  especially  considering  the  direction  the 
findings  seem  to  be  taking.  I  feel  confident  that  the  Great  Plains  con- 
servation program  will  receive  high  marks  in  any  evaluation  that  is 
conducted. 

I  would  request  that  you  give  strong  consideration  to  extending 
the  long-term  contracting  features  of  the  Great  Plains  conservation 
program,  as  well  as  to  other  Federal  conservation  program. 

'Ihe  constantly  changing  policy  of  acreage  set-aside  demand  more 
long-range  commitments  to  conservation — not  less.  This  long-term  ap- 
proach to  soil  and  water  conservation  requested  of  landowners  under 
the  Great  Plains  program  should  be  emulated  by  other  soil  and  water 
programs  and  may,  after  these  current  studies  now  underway  in 
USDA  are  complete,  be  the  future  direction  of  soil  and  water  conser- 
vation. Indeed,  I  think  it  is  not  "may"  but  "will"  be  the  future 
direction. 

Mr.  Chairman,  I  would  once  again  like  to  take  the  opportunity  to 
thank  you,  and  the  members  of  the  subcommittee,  for  letting  me  ap- 
pear before  you  today,  and  express  my  concerns  about  this  very  worth- 
while program. 

Thank  you. 

Mr.  Jones  of  Tennessee,  Thank  you  very  much. 

We  appreciate  the  fact  that  you  took  the  time.  Although  you  do  not 
have  a  problem  in  your  own  district,  it  shows  the  concern  that  you 
have. 

If  there  are  no  questions,  Mr,  Bereuter,  we  thank  you  very  much. 

Our  next  witness  is  Hon.  E  de  la  Garza,  wlio  is  chairing  the  full 
Agriculture  Committee  meeting  at  this  time.  We  will  hear  from  him 
later  this  afternoon. 

Our  next  witness  is  also  a  Member  of  Congress,  Hon,  Keith  Sebelius. 

Apparently  he  is  in  the  fu'l  committee  meeting.  We  will  bypass  him 
for  the  moment.  If  he  shows  up  later  on,  we  will  take  time  out  for  him. 

The  next  witness  is  Dr.  Rupert  Cutler,  As.sistant  Secretary  of  Agri- 
culture for  Natural  Resources  and  Environment,  USDA. 

He  is  accompanied  by  Mr.  Edward  Thomas,  Assistant  Adminis- 
trator for  Land  Resources,  Soil  Convervation  Service,  USDA. 

Dr.  Cutler,  we  are  delighted  to  have  you.  Mr,  Thomas,  we  are  glad 
that  you  are  here. 

Please  proceed  in  any  way  you  see  fit. 
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SIATEHEITC  OF  H.  RUPERT  CUTLER,  ASSKTAHT  SECRETARY  OF 
AGRICULTURE  FOR  NATURAL  RESOURCES  KSU  ENVIRONlEEirC, 
U.S.  DEPARTMENT  OF  AGRICULTURE,  ACCOHPAITIEI)  BY  EDWARD 
E.  THOH^,  ASSISTANT  ASHINISTRATOR  FOR  LAHD  RESOURCES, 
son,  C0HSER7ATI0H  SERVICE 

Mr.  CmxER.  Thank  you,  Mr.  Chairman. 

It  is  a  pleasure  to  appear  before  this  subcommittee  to  discuss  the 
conservation  of  our  land,  water,  and  wildlife  resources. 

Our  testimony  today  will  include  information  concerning  the  oper- 
ation, accomplishments,  and  effectiveness  of  the  Great  Plains  conser- 
vation program,  including  the  status  of  natural  resources  activities  in 
this  Department, 

The  subcommittee  has  requested  testimony  on  possible  new  incen- 
tives to  encourage  soil  and  water  conservation  practices.  We  will  re- 
port on  our  extensive  efforts  in  that  regard. 

Finally,  Ray  Fitzgerald,  Administrator  of  the  Agricultural  Stabili- 
zation and  Conservation  Service,  will  provide  the  subcommittee  with 
oversight  information  on  the  agricultural  conservation  program.  Re- 
cently we  have  redirected  this  program,  and  we  believe  these  efforts 
have  been  quite  successful. 

Mr.  Chiarman,  Secretary  Bergland  and  I  share  your  deep  concern 
for  the  soil,  water,  and  related  resources  of  our  Nation. 

We  have  recently  reorganized  the  Department  to  strengthen  our 
natural  resource  activities.  The  Department's  two  major  natural  re- 
source agencies,  the  Forest  Service  and  the  Soil  Conservation  Service, 
along  with  our  OiEce  of  Environmental  Quality,  which  monitors  the 
Department's  response  to  the  National  Environmental  Policy  Act,  the 
Secretary's  land  use  policy,  and  other  departmentwide  programs,  now 
receive  my  full  attention  as  Assistant  Secretary  for  Natural  Resources 
and  Environment. 

You  will  recall,  Mr.  Chairman,  that  my  title  prior  to  July  20  was 
Assistant  Secretary  for  Conservation,  Research,  and  Education. 

This  reorganization  will  allow  the  Department  to  focus  additional 
attention  on  natural  resource  matters.  At  the  same  time,  we  have 
elevated  to  the  policy  staff  level  the  Director  of  Science  and  Education 
to  give  research  and  extension  programs  full-time  policy  staff-level 
attention.  That  is  Dr.  Anson  Bertrand,  who  is  now  a  member  of  the 
Secretary's  Program  and  Budget  Review  Board. 

Secretary  Bergland  has  repeatedly  expressed  deep  concern  for  the 
pressures  IJeing  placed  on  our  Nation's  soil,  water,  forest,  and  wildlife 
resources. 

Recent  studies  have  shown  that  nearly  3  million  acres  of  rural  land 
are  being  permanently  converted  to  nonagricultural  uses  each  year. 
While  some  new  lands  are  continually  being  brought  into  production, 
we  are  concerned  about  the  long-range  implications  of  these  shifting 
land  uses. 

The  loss  of  prime  agricultural  land,  coupled  with  the  search  for  new 
energy  sources,  may  bring  more  marginal  land  into  production  with 
a  resultant  increase  in  erosion  and  degradation  of  environmental 
quality.  These  same  pressures  may  also  encourage  more  intei^ve  farm- 
ing and  a  loss  of  valuable  wildlife  habitat. 
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Now  let  me  discuss  the  status  of  our  natural  resources  for  a  few 
minutes. 

The  Department  of  Agriculture  has  a  long  history  of  efifort  to  con- 
serve soil  and  water  resources.  Where  soil  is  concerned,  many  billions 
of  dollars  have  been  spent  over  several  decades  in  our  attempts  to  con- 
trol erosion.  Historically,  however,  soil  conservation  programs  have 
been  at  a  disadvantage  owing  to  a  lack  of  information  and  reliable 
techniques  by  which  to  estimate  erosion  rates  under  alternative  con- 
ditions. Consequently,  assistance  has  been  made  available  to  any 
farmer  who  wanted  nelp  regardless  of  the  extent  or  severity  of  his 
conservation  problem. 

In  an  effort  to  attract  farmers  to  conservation,  technical  and  finan- 
cial assistance  has  been  made  available,  not  only  for  conservation  prac- 
tices, but  also  for  those  which  tended  to  yield  benefits  in  the  form  of 
higher  fields. 

This  is  understandable  inasmuch  as  we  have  not  fully  known  the 
impacts  of  different  practices  on  erosion  in  different  settings.  The 
decision  as  to  whether  or  not  a  certain  practice  should  be  used  to  solve 
an  erosion  problem  has  historically  been  largely  left  to  the  judgment 
of  field  personnel.  Similarly,  field  staff  have  historically  made  deci- 
aons  on  the  extent  and  severity  of  conservation  problems  primarily  on 
the  basis  of  experience. 

Five  decades  of  agricultural  research  have  helped  to  improve  this 
situation  tremendously.  By  the  1940's,  enough  basic  data  on  runoff 
and  soil  loss  had  been  collected  and  analyzed  that  a  relatively  simple 
technique  for  calculating  field  soil  loss  could  be  devised  for  certain 
parts  of  the  Com  Belt.  This  predictive  technique  eventually  became 
known  as  the  Universal  Soil  Loss  Equation. 

Subsequent  Federal-State  cooperative  research  contributed  over 
10,000  plot-years  of  basic  runoff  and  soil  loss  data  to  help  improve  the 
accuracy  and  reliability  of  the  basic  erosion  estimate  tecnnique. 

After  1960,  rainfall  simulators  were  used  to  expand  the  conditions 
which  could  be  accommodated  by  the  erosion  prediction  technique. 
Developments  since  1965  have  continued  to  refine  the  basic  equations 
for  estimating  soil  loss,  as  well  as  to  improve  its  accuracy  and  relia- 
bility. 

Although  some  of  our  field  technicians  have  used  the  procedures 
for  estimating  soil  loss  under  alternative  conditions,  in  recent  years 
these  procedures  were  not  used  to  develop  the  information  needed 
to  plan  and  manage  erosion  control  programs.  Beginning  in  1977, 
however,  this  Department  began  to  move  in  that  direction.  The  first 
step  came  in  the  form  of  a  national  resources  inventory  undertaken 
by  the  Soil  Conservation  Service.  The  second  step  came  in  the  form 
of  ah  extensive  study  of  the  impacts  of  practices  installed  with  finan- 
cial assistance  from  the  agricultural  conservation  program. 

The  results  of  the  national  resources  inventory  are  both  reassuring 
and  disturbing.  The  reassuring  results  include  information  suggest- 
ing that  almost  two-thirds  of  the  total  cropland  acreage  currently 
under  cultivation  in  the  United  States  is  not  highly  susceptible  to 
severe  erosion  by  water. 

Moreover,  about  317  million  acres  of  our  Nation's  cropland  is  suf- 
fering sheet  and  rill  erosion  at  rates  under  5  tons  per  acre  per  year,  or 
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at  rates  below  those  which  adversdy  affect  the  ehort-t«rm  productivity 
of  the  resource. 

The  disturbing  results  include  the  fact  that  over  41  million  acres  of 
cropland  suffer  from  sheet  and  rill  erosion  rates  in  excess  of  10  tons  per 
acre  annually.  In  addition,  almost  56  million  acres  of  cropland  are 
underging  sheet  and  rill  erosion  between  the  acceptable  5  tons  per 
acre  per  year  and  10  tons  per  acre  per  year. 

As  for  wind  erosion,  some  22.4  million  ACres  are  experiencing  wind 
erosion  rates  of  over  10  twis  per  acre  per  year,  Anotner  16,7  million 
acres  are  suffering  from  wind  erosion  at  rates  between  5  and  10  tons  per 
acre  per  year. 

Mr.  Chairman,  I  would  like  to  request  that  a  summary  of  the  national 
resources  inventories  be  made  a  part  of  the  record. 

[The  material  referred  to  appears  on  p.  19.] 

Mr.  Cutler.  Secretary  Bergland  and  I  firmly  believe  that  the  De- 
partment's conservation  programs  must  be  carefully  targeted  to  high 
priority  problems  and  areas  in  order  to  increase  their  effectiveness 
under  existing  personnel  and  budget  limitations. 

The  Great  Plains  conservation  program  was  created  to  address  con- 
servation problems  unique  to  a  particular  area.  This  practice  of  tar- 
geting a  program  to  an  area  has  recently  been  used  to  set  up  the  ero- 
sion control  programs  in  your  district  in  west  Tennessee  where  the 
erosion  problem  is  particularly  severe.  We  are  doing  that  in  con- 
junction with  the  Tennessee  Valley  Authority  under  a  new  cooperative 
agreement  that  Mr,  Freeman  and  Secretary  Bergland  recently  signed 
in  your  district. 

The  Great  Plains  conservation  program  originated  in  response  to 
the  "dirty  '30's,''  when  dust  from  the  Great  Plains  settled  on  the  win- 
dowsilla  of  Washington,  D.C.  As  of  September  30,  1978,  the  Great 
Plains  conservation  program  has  obligated  over  $246  million  to  bring 
conservation  to  approximately  105  million  acres. 

This  program  provides  technical  assistance  and  cost  sharing  to 
farmers  and  ranchers  in  469  counties  in  the  10  Great  Plains  States  of 
Colorado,  Kansas,  Montana,  Nebraska,  New  Mexico,  North  Dakota, 
Oklahoma,  South  Dakota,  Texas,  and  Wyoming  for  the  purpose  of 
applying  soil  and  water  conservation  practices  to  their  land.  TTie  Soil 
Conservation  Service  administers  this  program. 

The  landowners  or  operators  enter  into  a  contract  with  USDA  that 
is  based  on  a  conservation  plan  prepared  by  the  farmer.  The  contract 
may  cover  a  3-year  to  10-year  period  for  installation  of  the  needed 
conservation  work.  This  program  constitutes  Federal  recognition  of 
the  uninue  and  critical  problems  of  soil  and  water  conservation  in  the 
Great  Plains. 

The  original  act  included  an  expiration  date  of  December  31, 1971, 
and  was  extended  for  10  years  by  act  of  Congress  in  1969.  Authority 
for  the  program  will  expire  December  31, 1981. 

Destructive  winds  and  droughts  are  a  continuous  erosion  threat  to 
the  397,000  farms  and  ranches  in  the  area.  The  current  program  area 
encompasses  436  million  acres.  In  addition,  39  counties  have  formally 
requested  designation  since  May  1972  but  have  not  been  added  by  the 
Soil  Conservation  Service  because  the  Great  Plains  conservation  pro- 
gram funds  have  not  been  available  to  cover  these  applications.  Many 
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other  counties  have  informally  indicated  an  interest  in  being  desig- 
nated for  the  program.  The  boil  Conservation  Service  has  on  hand 
more  than  4,900  requests  for  Great  Plains  conservation  prc^ram 
contracts. 

The  GPCP  has  been  a  low-budget,  effective,  and  popular  program. 

Tlie  appropriation  for  GPCP  for  1977  was  $21,639,000;  $22,073,000 
tat  1978 ;  and  $18,288,000  for  fiscal  year  1979.  Recent  legislative  actions 
indicate  that  the  program  will  be  funded  near  the  $18  million  level 
again  in  fiscal  year  1980. 

In  spite  of  substantial  Federal  assistance  over  the  years  through  the 
Civilian  Conservation  Corps,  ACP,  the  regular  conservation  opera- 
tions programs  of  SCS,  and  the  Great  Plains  conservation  program, 
excess  soil  erosion  by  wind  and  water  continues  to  afUict  massive  areas 
in  the  Great  Plains.  Wind  erosion  exceeds  5  tons  per  acre  annually  on 
90  percent  of  all  cotton  land  in  the  Plains  States.  Similarly,  60  percent 
of  all  land  used  to  grow  sorghum  is  eroding  at  rates  of  over  5  tons 
per  year. 

Forty-two  percent  of  all  soybean  land  in  the  Plains  suffers  excess 
wind  erosion.  The  same  holds  for  34  percent  of  all  com  land  and  31 
percent  of  all  wheat  land  in  the  Plains  States. 

What  is  equally  disturbing  is  that  in  the  Great  Plains  92  percent  of 
all  irrigated  cotton  land,  70  percent  of  all  irrigated  sorghum  land,  67 
percrait  of  all  irrigated  soybeans,  and  47  percent  of  all  irrigated  com 
lands  are  suffering  wind  ei'osion  rates  of  over  5  tons  per  year. 

On  top  of  the  excess  erosion  by  wind  in  the  Great  Plains,  water 
croaon  is  also  very  much  present.  On  land  used  to  grow  soybeans  in 
the  Plain  States,  for  example,  46  percent  of  the  total  acreage  experi- 
enced sheet  and  rill  erosion  in  excess  of  5  tons  per  a«re  annually  in  1977. 
The  same  was  true  of  35  percent  of  the  land  used  to  grow  sorghum,  22 
percent  of  the  cotton  land,  and  over  11  percent  of  the  land  in  wheat 
in  the  Plains  area. 

Tremendous  strides  toward  the  objective  of  helping  to  mitigate  the 
hazards  of  farming  and  ranching  in  the  Great  Plains  area  have  been 
made.  Dust  stoi-ms  once  plaguing  the  Great  Plains  have  been  greatly 
reduced. 

The  program  has  been  effective  in  helping  to  stabilize  farm  and 
ranch  units  by  assisting  them  through  the  periods  of  drought  that  are 
commonplace  in  the  Great  Plains. 

Lending  institutions  are  more  inclined  to  make  loans  to  ranchers 
practicing  good  range  management  and  maintaining  adequate  feed 
reserves.  The  program  has  also  provided  direct  job  opportunities  and 
income  stability  for  conservation  contractors  and  other  conservation- 
related  vendors,  most  of  whom  live  in  small,  rural  communities,  as 
well  as  helping  to  stabilize  the  general  economy  in  the  Great  Plains 
area. 

There  have  been  other  benefits  of  the  program  which  go  beyond  the 
original  intent  of  conserving  soil  and  stabilizing  the  agricultural  eco- 
nomy of  the  Great  Plains,  The  same  conservation  practices  which  hold 
the  soil  in  place  against  the  forces  of  wind  and  water  erosion  are  also 
practicable  means  of  reducing  pollution  from  nonpoint  sources. 

The  many  miles  of  windbreaks  and  shelterbelts,  the  thousands  of 
acres  of  crop  residue  management,  miles  of  terraces,  the  pasture  plant- 
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ing  and  the  range  management — all  these  good,  somid  conservation 
farming  techniques  established  under  Gi-eat  Plains  conservation  con- 
tracts have  been  responsible  for  keeping  many  tons  of  sediment  out  of 
streams  and  other  waters. 

We  have  found  that  keeping  sediment  out  of  the  water  is  a  key  to 
reducing  other  nonpoint  sources  of  pollution,  such  as  plant  nutrients, 
herbicides,  and  other  pesticides. 

In  the  469  designated  counties,  we  estimate  that  180  million  acres 
have  the  potential  for  coming  into  the  program.  Nearly  56,000  con- 
tracts have  been  developed  on  105  million  acres,  leaving  75  million 
acres  still  needed  initial  treatment.  In  addition,  some  of  t£e  acres  pre- 
viously in  contracts  are  now  eligible  for  additional  treatment  as  a 
result  of  new  ownership,  land  use  conversion,  and  advanced  technology. 

About  31  million  acres  are  in  tlie  13,621  active  GPCP  contracta 
There  were  4,919  applications  for  contracta  on  iiand  at  the  end  of 
fiscal  year  1978  covering  14,791,000  acres.  Only  about  1,000  of  these 
have  been  developed  into  contracts  this  fiscal  year  because  of  the  level 
of  appropriations. 

During  fiscal  year  1978,  the  average  obligation  per  contract  was 
$8,845,  and  the  average  size  of  the  contract  was  2,415  acres.  Because  of 
rising  costs,  the  average  contract  in  1980  will  approach  $10,000.  Since 
the  Mginning  of  the  program,  more  than  $246  million  has  been  obli- 
gated on  cost-share  practices.  This  is  82  percent  of  the  $300  million 
total  authorized  for  tne  program, 

Compi-ehensive  studies  now  being  conducted  in  the  Department  of 
Agriculture  may  eventuallv  show  that  a  new  approach  to  solving 
consei'vation  problems  in  tne  Gre«t  Plains  is  needed.  On  the  other 
hand,  the  conclusion  may  be  that  the  targeted  approach  used  in  the 
Great  Plains  conservation  program  is  a  very  effective  means  of  solving 
critical  problems. 

That  review  is  underway  today  under  the  Kesources  Conservation 
Act.  But  the  point  is  that  right  now  we  do  not  have  all  the  analysis  and 
public  input  needed  to  draw  conclusions  about  the  best  mix  of  soil  con- 
servation programs. 

I  will  turn  now  to  the  provocative  question :  What  new  approaches 
are  needed  in  order  to  achieve  conservation  of  our  soil,  water,  and  re- 
lated natural  resources? 

It  is  timely  and  appropriate  that  this  subject  be  discussed  because 
the  Department  of  Agriculture  is  now  conducting  a  major  study  of 
our  land  and  water  resources  and  programs  for  their  conservation  and 
protection. 

This  study  is  being  carried  out  pursuant  to  the  Soil  and  Water 
Resources  Conservation  Act  of  1977 — Public  Law  95-192 — commonly 
referred  to  as  RCA.  This  bill  resulted  from  the  fine  work  of  your 
committee. 

The  concern  of  the  Department  of  Agriculture  for  our  non-Federal 
natural  resources  was  elevated  to  a  special  level  in  October  1978.  In 
that  montli,  Secretary  Bergland  created  the  Department's  Resources 
Conservation  Act  Coordinating  Committee  to  implement  RCA. 

The  committee  is  chaired  by  my  deputy,  David  G.  Unser,  and  is 
composed  of  representatives  from  eight  agencies  and  offices  of  the 
Department,  as  well  as  the  Presidwit's  Council  on  Envir<Hunental 
Quality  and  the  Office  of  Management  and  Budget. 
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The  Secretary  placed  responsibility  for  making  decisions  to  imple- 
ment the  fiesoui'ces  Conservation  Act  in  the  hands  of  this  committee. 
In  this  regard,  the  coordinating  committee  has  undertaken  to  appraise 
the  non-Federal  soil,  water,  and  related  resoui'ces  of  the  Nation  in 
light  of  current  and  projected  demands  on  them,  and  to  develop  a 
national  conservation  program  that  will  guide  the  Department's  future 
efforts  in  soil  and  water  conservation.  When  the  RCA  appraisal  and 
program  are  transmitted  to  the  Congress  by  the  Pi-esident,  they  will 
be  accompanied  by  a  detailed  statement  of  policy. 

Some  of  you  who  are  familiar  with  the  Forest  Service  program, 
called  the  Forest  and  Rangeland  Renewable  Resources  Planning  Act 
recognize  the  similarity  and  the  complementarity  between  that  called 
the  KPA  and  this  called  the  RCA.  Secretary  Bergland  will  weave  those 
two  programs  tx}gether  to  provide  a  policy  statement  by  the  President 
on  soil,  water,  forestry,  ana  rangelands,  and  a  comprehensive  program 
for  all  those  resources  in  the  near  future. 

Part  I  of  the  RCA  appraisal  is  already  out  for  review  and  com- 
ment in  draft  fonn.  This  is  that  document  which  has  been  provided 
to  members  of  the  committee,  I  believe,  hv  the  Soil  Conservation 
Service.  It  is  a  data  base.  Part  II  will  analyze  that  data  base.  The 
third  document  in  the  series  will  be  the  program. 

fiefore  addressing  the  matter  of  new  approaches  to  cMiservation, 
I  would  like  to  say  that  the  Department  has  not  made  a  decision  to 
abandon  or  to  replace  our  existing  conservation  programs  and  insti- 
tutional ties. 

At  the  same  time,  we  have  not  decided  to  retain  them  either.  The 
information  that  we  ai-e  gaining  through  the  RCA  suggests,  however, 
that  we  need  to  take  a  very  careful,  serious,  and  objective  look  at  any- 
thing  that  will  increase  the  effectiveness  of  our  soil  and  water  conser- 
vation programs. 

Our  objective  is  to  devise  strategies  and  programs  that  are  cost 
effective  and  that  match  workable  solutions  with  conservation  prob- 
lems. 

Because  the  development  of  alternative  conservation  strategies  and 
programs  under  the  RCA  has  not  proceeded  to  the  stage  where  detailed 
alternatives  have  been  defined,  I  will  have  to  limit  my  comments  to  a 
general  description  of  what  we  are  considering.  I  should  note  that  we 
will  have  the  program  to  you  in  April  IftSO. 

The  major  con'servation  problems  appear  to  be  greater  in  some 
regions  than  others,  which  su^^sts  that  our  programs  should  be 
targeted  at  these  problem  areas.  By  this  I  mean  that  we  must  not  only 
target  at  problem  regions  and  areas  but  also  at  specific  acreage  within 
remons  and  counties. 

The  old  notion  that  we  need  to  be  prepared  to  respond  to  the  con- 
servation problems  on  every  acre  in  every  county  appears  to  have  been 
dispelled  by  the  information  gained  in  our  appraisal  of  the  resource 
base. 

In  another  sense,  targeting  may  also  mean  decisions  to  limit  as- 
sistance to  lands  suffering  se\ere  conservation  problems  as  a  means 
of  in.suring  that  program  resources  are  not  used  on  land  with  minor 
or  negligible  problems  while  land  with  serious  erosion  problems  goes 
unattended. 
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We  are  ^ving  very  serious  attention  to  alternative  forms  of  con- 
servation incentives.  This  includes  alternatives  to  provide  upfront 
cost-sharing  and  technical  assistance. 

President  Carter,  in  his  recent  environmental  message,  directed 
that  this  Department,  in  consultation  with  the  Council  on  Envinm- 
mental  Quality,  report  "specific  administrative  and  legislative  recom- 
mendations to  reduce  soil  erosion  and  to  improve  soil  stewardsihip"  by 
January  1981.  Some  of  us  suspect  that  the  performance  of  our  con- 
servation programs  could  be  improved  dramatically  if  we  simpty 
changed  the  policies  covering  what  we  pay  for. 

On  land  subject  to  severe  erosion,  action  to  reduce  erosion  should  be 
continuous.  Assisting  in  the  installation  of  a  practice  helps  get  that 
practice  on  the  ground.  However,  it  does  not  provide  a  continuous  in- 
centive to  operate  and  maintain  the  practice. 

Although  operation  and  maintenance  agreements  have  been  used 
in  an  attempt  to  prevent  the  abandonment  of  conservation  practices, 
experience  suggests  that  these  agreements  are  difficult  and  expensive 
to  enforce,  and  thus  not  as  effective  as  we  would  like. 

To  overcome  this  type  of  problem,  one  alternative  which  we  are 
considering  would  shift  incentives  toward  the  results  of  conservatirai 
practices  rather  than  their  costs. 

Under  such  an  incentive  system,  a  farmer  could  receive  annual  pay- 
ments based  upon  the  amount  by  which  he  actually  reduced  erosion  on 
his  land.  This  would  tend  to  make  erosion  reduction  competitive  with 
crop  production  on  erosive  lands.  Even  in  lean  years  when  high  prices 
cause  farmers  to  cultivate  erosive  lands,  they  would  still  be  provided 
with  an  incentive  to  minimize  erosion. 

In  other  times  when  prices  are  lower,  the  erosion  reduction  incentive 
payment  could  hasten  the  return  of  fragile  lands  to  grass  or  other 
forms  of  suitable  cover.  In  all  cases,  the  size  of  a  farmer's  conserva- 
tion check  would  be  tied  directly  to  the  amount  of  soil  he  actually 
saves. 

Yet  another  option  entails  the  use  of  various  forms  of  program 
cross- compliance.  A  basic  form  of  cross-compliance  would  be  to  make 
implementation  of  a  conservation  farm  plan  a  basic  condition  for  as- 
sistance under  production  adjustment  and  other  USDA  programs. 
Another  form  of  cross-compliance  would  be  to  offer  "bonus  benefits" 
to  those  who  solve  their  conservation  problems. 

We  are  also  considering  what  the  proper  mix  for  Federal,  State, 
and  local  responsibility  in  conservation  should  be.  This  comes  largely 
as  a  result  of  the  substantial  contributions  of  non-Federal  units  of 
government  to  soil  and  water  conservation. 

Another  alternative  being  evaluated  includes  some  forms  of  regula- 
tion. On  this  matter,  however,  I  would  like  to  point  out  that  we  are 
weighing  all  potential  solutions  to  conservation  problems  against  the 
problems  themselves.  Those  solutions  which  are  more  severe  than  the 
problems  they  are  supposed  to  solve,  either  in  terms  of  loss  of  freedom, 
higher  costs,  or  administrative  problems,  do  not  appear  attractive  in 
this  context 

Mr.  Chairman,  we  have  identified  9  or  10  basic  approaches  to  meet- 
ing our  conservation  goals  of  the  future.  These  different  approaches 
are  being  refined  and  will  be  included  in  the  appraisal — -part  II,  which 
will  be  available  for  review  and  comment  about  December.  That  is  to 
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say,  part  I  of  the  appraisal  is  a  basic  document  containing  data.  Part 
II,  available  in  a  few  months,  will  be  more  amenable  to  review  and 
comment  by  the  public.  We  will  encourage  that  comment.  We  have 
not  selected  any  one  approach,  but  will  be  soliciting  public  preferences 
through  an  extensive  public  opinion  poll,  conducted  by  Lewis  Harris 
Associates,  in  additi<m  to  review  of  the  KCA  documents. 

Finally,  Mr.  Chairman,  I  will  quickly  address  the  efforts  the  De- 
partment has  initiated  to  make  the  ACP  program  responsive  to  today's 
problems.  The  redirecti(Hi  of  ACP  was  undertaken  to  meet  criticism 
that  too  much  money  was  being  used  for  practices  that  were  primarily 
production  oriented.  Since  the  change  in  emphasis  in  1977,  as  Mr. 
Fitzgerald  will  describe,  the  program  has  undergone  considerable 
change. 

The  major  emphasis  is  now  tm  using  practices  with  long-term  en- 
during conservation  benefits.  County  committees  use  their  allocaticms 
to  work  on  the  most  pressing  conservation  needs.  We  must  recognize 
that  any  conservation  measure  applied  to  land  has  the  potential  to 
provide  a  production  benefit  sooner  or  later. 

Our  emphasis  Is  toward  longer  term  benefits.  Ray  Fitzgerald,  Ad- 
ministrator of  ASCS,  will  be  able  to  discuss  this  in  greater  detail. 

We  would  be  happy  to  discuss  any  of  these  items  with  you  at  this 
time.  Mr.  Fitzgerald  is  ready  to  testify  when  you  see  fit.  We  are  at 
jour  disposal  as  to  how  you  would  like  to  proceed.  Thank  you. 

Mr.  JoMEs  of  Tennessee.  Thank  you  very  much.  Dr.  Cutler,  for  a 
very  thorough  statement. 

Are  there  questions,  Mr.  English  t 

Mr.  English.  Thank  you,  A&.  Chairman. 

Mr.  Cutler.  With  regard  to  the  situation  that  we  face  today — 
namely,  one  in  which  people  who  participated  in  the  farm  program 
last  year  and  who  stayed  with  the  20-percent  aet-aside  at  a  time  when 
we  ended  up  with  some  very  good  prices,  particularly  in  the  area  of 
wheat — I  wonder  if  you  coiUd  address  this.  I  think  most  of  the  wheat 
is  produced  in  that  area  that  you  outlined  there. 

AJso,  let  us  consider  the  fact  that  there  will  be  no  set-aside  for  next 
year.  I  know  there  is  a  lot  of  discussion  in  my  part  of  the  country  about 
i^ch  practices  as  possibly  double-cropping  and  breaking  out  some  of 
the  fragile  land  that  you  are  talking  about.  The  Federal  Government, 
over  the  past  few  years,  as  you  said  in  your  statement,  has  spent  liter- 
ally hundreds  of  millimis  of  dollars  in  trying  to  protect  and  restore 
much  of  this  fragile  land  that,  in  fact,  caused  the  Dust  Bowl  of  the 
1930's. 

Are  you  alarmed  at  the  type  of  situati<Hi  we  are  facing  next  year 
with  this  type  of  discussion  taking  place  y  This  might  be  an  incentive 
for  farmers  to  give  serious  thought  to  taking  that  kind  of  action. 

Mr.  Cutler.  Frankly,  we  are  alarmed,  Mr.  English,  Secretary  Berg- 
land  and  I  are  very  concerned  at  the  prospect  of  fence-to- fence  tillage 
.and  breaking  out  the  fragile  lands  in  1980. 1  am  afraid  that  we  are,  to 
a  degree,  out  of  sync  with  real  world  needs  in  the  sense  that  the  time- 
table we  are  operating  under  to  develop  the  Kesorces  Conservation 
Act — based  program  does  not  help  us  in  1980. 

We  cannot  expedite  that  analysis  any  more  than  we  already  have,  I 
am  afraid.  Tlierefore,  for  the  period  immediately  ahead  we  are  dis- 
advantaged by  not  having  our  recommendations  ready  for  you. 
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The  Congress  appears  to  be  ready  to  appropriate  the  $18  millitm 
level  for  the  Great  Plains  conservation  program  for  fiscal  year  1980, 
so  that  will  be  continued,  together  with  the  ACP  program.  Therefore, 
we  will  be  able  to  continue  the  cost-sharing  programs  that  we  have  had 
available  in  the  recent  past,  but  any  new  initiatives  to  be  taken  to  in- 
crease Federal  assistance  to  farmers  to  address  the  potential  of  alarm- 
ing soil  and  erosion  problems  associated  with  breakmg  out  these  grass- 
lands and  other  marginal  lands  will  have  to  await  this  analysis.  To  do 
anything  else  woula  result  in  a  premature  response. 

Ml'.  ExoLiBH.  Are  we  not,  in  fact,  maJdng  a  situation  over  the  next 
12  months?  They  are  planting  wheat  in  my  county  right  now.  The 
rest  of  the  Great  Plains  area  has  farmers  who  are  making  plans. 

As  I  said,  it  is  very  wide  spread,  that  is,  the  discussions  of  wavs  in 
which  they  are  going  to  be  able  to  use — and  I  use  that  word  advisedJy — 
but  basically  to  "use"  the  situation  as  it  now  exists.  It  is  a  wide  open 
shooting  match.  Anything  goes. 

As  I  said,  they  are  thiaking  about  double-cropping.  If  nothing  else, 
they  will  collect  the  disaster  payments.  That  is  what  they  are  looking 
at.  There  are  all  types  of  cmmiving — and  again,  I  use  that  word  ad- 
visedly. This  is  because  of  the  situation  we  have. 

Therefore,  it  appears  to  be  that  what  we  have,  in  eflfect,  is  two 
Federal  programs  running  contrary.  Both  are  administered  by  USDA 
with  the  Great  Plains  program  and  the  conservation  work  £oing  in 
one  direction.  Then  we  have  next  year's  program,  that  is,  the  farm 
program,  which  is  going  completely  in  the  other  direction. 

It  appears  to  be  that  there  is  going  to  be  a  tremendous  amount  of 
waste  in  Federal  dollars  which  has  been  invested  in  the  conservation 
work  over  the  years.  I  do  not  think  there  is  any  question  but  that  the 
members  of  this  committee  strongly  support  the  efforts  that  have  taken 
place  in  the  area  of  conservation.  I  am  not  even  mentioning  the  poten- 
tial that  we  would  haw  for  just  an  enormous  crop.  However,  I  am 
quite  concerned  about  this.  I  am  alarmed  about  it.  I  am  encouraged, 
however,  to  hear  that  there  is  some  discussion  at  USDA  about  this. 

Mr.  Cdtler.  There  is  more  than  just  discussion.  We  have  completed, 
within  the  Department,  the  preparation  of  the  1981  budget,  which  is 
still  subject  to  0MB  review  and  the  Presidential  review.  Of  course, 
it  will  not  be  made  public  until  next  year.  Response  to  these  kinds  of 
concerns  have  been  built  into  our  proposed  1981  budget. 

Beyond  that,  the  administration's  crop  insurance  legislation  is  de- 
signed to  address  this  concern  in  the  sense  that  the  premiums  paid  by 
the  farmers  who  purchase  crop  insurance  will  reflect  the  ri^  asso- 
ciated with  the  practice  and  the  crop  that  they  plan  to  proceed  with. 
The  premium,  of  coarse,  will  be  higher  in  the  high-risk  situation. 

Mr,  Fxoi.isn,  '^h'-t  '-.n  not  be  in  effect  for  next  year,  thought 

Mr.  CuTLEH.  That  is  right 

Mr.  Bkolibh.  Next  year  is  the  year  that  we  are  looking  at.  That  is 
where  the  damage  is  going  to  be  done.  If  we  happen  to  have  a  drought — 
and  goodness  knows  we  have  had  some  pretty  good  years  out  in  thai 
part  of  the  country — then  we  may  be  in  trouble. 

With  those  types  of  practices,  then  it  looks  to  me  like  you  will  lose 
10  years,  at  lea^,  in  the  fight  that  you  have  had  in  restoring  those 
lands.  It  appears  to  me  it  would  bf>  devastating  to  the  program. 
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Would  you  feel  that  from  a  conservation  standpoint  that  it  would 
be  a  strong  step  if  we  could  at  least  hold  farmers  to  the  normal  crop 
acreai^  to  try  to  bring  about  some  kind  of  action  in  which  fanners 
for  nest  year  would  at  least  hold  within  the  normal  crop  acreage^ 
Could  you  speak  on  that  f 

Mr.  Cutler.  I  cannot  really  speak  to  that  I  am  very  concerned,  as 
breaMiig  out  of  the  grasskuds  that  liad  been  put  into  pennanent  cover 
in  order  to  alleviate  the  problems  of  previous  decades. 

As  you  say,  we  are  about  to  lose  millions  of  dollars  of  federally 
as^sted  conservation  practices  in  addition  to  irreplaceable  soil 
resources. 

I  am  not  sure  the  burden  of  responding  to  that  crisis  should  be 
placed  entirely  at  the  feet  of  Federal  agencies.  I  hope  that  the  local, 
Stat^  and  national  agricultural  associations,  farm  organizations,  and 
conservation  districts  will  work  with  their  members  to  bring  to  their 
attention  that  after  all  it  is  their  long-range  livelihood  that  is  at  stake. 

While  the  Federal  Grovernment,  through  its  extension  and  educa- 
ti<nial  programs,  its  technological  assistance  and  financial  assistance 
can  provide  a  degree  of  tilting  of  the  scales  toward  encouraging  con- 
servation practices,  after  all,  it  is  the  farmers  of  America  who  have 
said,  and  rightly  so,  that  they  are  the  Nation's  original  and  No.  1 
conservationists.  They  have  an  opportunity  to  show  us  in  1980. 

Mr.  Enolibh.  Let  me  interrupt  you  there.  You  have  been  around  and 
you  have  observed  what  takes  place.  You  know  realistically  what  is 
going  to  happen  next  year.  You  know  good  and  well  that  while  we 
can  sit  here  and  discuss  what  farmers  and  fann  organizations  ought 
to  do,  but  you  know  very  well  that  the  incentive  for  next  year,  by  the 
pn^ram  laid  out  by  the  Federal  Government  is  to  do  exactly  the 
opposite. 

That  throws  it  wide  open  to  plant  everything  you  set  in  the  ground 
and  go  after  it.  That  will  tear  the  program  all  to  pieces. 

Mr.  Chainnan,  I  thank  you  very  much. 

Mr.  Jones  of  Tennes.see.  Thank  you,  Mr,  English. 

Dr.  Cutler,  I  will  not  take  the  time  to  ask  you  any  questions.  I  will 
urge  you  to  do  one  thing  which  I  did  not  see  that  you  did  when  you 
moved  to  the  new  ideas  and  to  the  new  programs  that  you  folks  are 
looking  at. 

As  I  go  over  the  country,  I  see  this.  We  have  been  holding  hearings 
with  regard  to  soil  conservation.  We  have  the  problem  of  erosion  con- 
trol, of  course.  We  know  how  serious  it  is.  This  is  not  only  in  the 
Great  Plains  States,  but  in  places  where  I  live  and  other  places.  It  is 
much  more  serious  than  it  is  even  in  some  of  the  Great  Plains  States. 

I  hope  you  people  take  the  initiative  and  have  the  nerve  to  take  a 
look  at  the  possibility  of  taking  some  form  of  action  or  suggestion 
toward  a  taxing  program  that  would  be  applicable  to  use  as  an  incen- 
tive to  practice  good  soil  conservation  practices. 

Do  you  understand  what  I  am  saying? 

Mr.  CcTLER.  Yes,  I  understand,  Mr.  Chairman.  That  is  being 
considered. 

Mr.  Jones  of  Tennessee.  I  do  not  bflieve  you  brought  that  out  here 
today.  I  think  I  read  that  in  some  of  the  releases  that  have  been  put 
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out.  However,  I  do  believe  that  the  time  is  fast  approaching  with 
the  massive  amount  of  land  that  is  being  broken  out  annually,  the 
row  crops  that  we  are  making  today,  and  with  the  good  prices,  we 
are  going  to  have  to  do  something. 

At  the  same  time,  we  are  necessarily  going  to  have  to  do  something 
to  control  this  natural  runoff  that  we  are  having.  In  my  own  particular 
congressional  district — and  that  is  why  I  have  the  Tennessee  Valley 
Authority's  attention — we  are  losing  from  40  to  50  tons  of  topsoil 
per  year.  It  is  because  we  have  moved  from  a  pastureland  type  pro- 
gram to  a  row  crop  program. 

I  cannot  argue  with  the  farmers  because  they  are  doing  well.  When 
you  can  do  as  well  in  soybeans,  cotton,  and  com  and  the  row  crops  as 
they  do  today,  I  cannot  argue  with  them.  At  the  same  time  I  think 
there  is  a  challenge  there  to  see  to  it  that  we  control  this  land  for  our 
future  generations. 

I  applaud  you  for  what  you  have  done,  but  I  hope  that  you  will 
cause  us,  or  at  least  encourage  members  of  this  subcommittee,  as  well 
as  the  Members  of  Congress  to  go  a  little  farther  and  maybe  put  some 
sort  of  a  tax  incentive,  for  example,  on  the  people  for  better  soil 
conservation  practices. 

Mr.  Cdtler.  Mr.  Chairman,  I  appreciate  that  suggestion.  We  will 
follow  through  on  that. 

I  would  \iae  to  bring  to  the  chairman's  and  the  committee's  attention 
our  feeling  that  the  year  1980  wiU  be  a  very  exciting  and  productive 
year  for  the  Soil  Conservation  Service. 

As  you  may  know,  as  of  tomorrow,  that  agency  will  have  a  new 
Administrator,  Norman  Berg.  Mr.  Berg  has  men  the  agency's  Asso- 
ciate Administrator  for  a  decade.  Together  with  his  new  leadership 
and  the  results  of  the  Soil  and  Water  Resources  Conservation  Act 
appraisal  and  program,  and  with  Secretary  Bergland's  strong  interest 
in  addressing  the  problems  that  Mr.  English  has  brought  to  our  atten- 
tion so  dramatically  this  morning,  I  am  sure  that  it  will  be  a  land- 
mark year  in  the  Soil  Conservation  Service  with  respect  to  new  initia- 
tive designed  to  target  on  the  most  important  soil  and  water  conserva- 
tion programs  in  t£is  Nation.  When  we  bring  you  our  1981  budget 
and  our  pro-am  initiatives  next  year,  they  are  going  to  be  addressed 
toward  meeting  these  challenges. 

Mr.  JoNRS  of  Tennessee,  very  fine.  I  appreciate  your  saying  that. 

Are  there  any  other  questions! 

We  thank  you  for  your  testimony. 

[The  material  referred  to  on  p.  10  follows :] 
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g  provide  current 
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Adequacy  of  Conicrvattan 
Forestry  requests 


Syitent  on  Crop1< 
—Answer  Senate  CoBBlttee  on  Agriculture,  Nutrlt- 

for  Information  about  program  needs  and  progre: 
"Meet  reeonmondattons  of  the  task  force  on  "Future  Olreetlons  of  SCS. 
"Antwer  Genera     Occountlng  Office  questions  related  to  an  audit. 
"Update     0-year-old  estimates  of  conservation  needs  and  son  erosion. 
-'Aid  In  appraUa     of  r^jaurci  conditions  and  trends  fiat  would  be  cal 

for  In  a  Soil  end  Water  fiesourees  Conservation  Act  (RCA),  which  was 

enacted  In  fall  1977. 
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«ach  State  [eicept  Alaska)  in  the  U.S.  and  In  t 

>d  about  one-third  of  the  randomly  selected  sample  areas  that  were  used  ln 
■  1967  national  Inventory  of  soil  and  water  conservation  needs  (CNI).  Data 
'e  collected  by  SCS  field  employees  at  70,000  primary  sample  units  and  more 
in  300,000  sample  points. 

ise  1  of  tfle  inventories  is  completed.     It  Includes  data  on  Ian 
isses  (soli  quality);  land  use  and  use  o' 
leedi;  floadorone  areas;  wetland  types  3  t 
'in  In  the  10  Great  Plains  States;  pot 


'hase  3,  the  final  one,  will  be  completed  In  1980.  It  will  Include  using  new 
model  to  astiute  sediment  delivery  for  major  rivtr  basins 
(hydrologte  units). 

:cS-HRt  data  will  be  used  by  SCS  State  offices  for  long-range  soil  and  water 
programing  and  planning.  These  data  and  other  current  informa- 
!  being  used  In  the  first  DCA  appraisa  and  program  now  underway. 
Decisionmakers  In  other  agencies  as  well  as  private  firms,  groups  and  orjanl- 

'       '       '      '  formation  will   find  the  data 

ch,  activities,  and  evaluations. 
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THE   FINDINGS: 

Soti   Quality 

Rural  land  avallabla  for  agrlcultunt ,  forestry  and  other  uses  decHned  by 
nearly  37  mflllon  acrti  *p>  the  19fi7-to-197T  period.  Yet  the  percentage  of 
ggod,  Fair,  and  poor  land  remained  about  the  same.  That  Is,  44  percent  of 
the  rural  land  (613  million  acres)  Is  In  land  capability  clastei  I-III, 
13  percent  Is  In  class  IV  (189  nnilon  acres),  and  43  percent  Is  In  classes 
V-VIII   (S99  minion  acres). 

Of  the  total    rural  nanfederal  land,  414  nllllon  acres  occur  on  level   to  nearly 
level   toponriphy  and  over  1  billion  acres  occur  on  geotie  to  vary  steip  slopes. 
At  least  269  mil    oji  acres  have  a  natural  wetness  condition,  while  nearly  402 
mil    ian  acrfti  tre  draughty  or  laet  sufficient  water  to  grow  agricultural  or 
forestry  crops.     Some  lands  art  doping  and  wet,  others  may  be  level  and 
droughty.     Many  of  these  conditions,  singly  or  In  combination,  limit  the  use 


Cropland:     There  Is  a  continuing  decline  In  the  acreage  of  nonfederal  land 
used  for  growing  crops  In  the  U.S.     During  the  ID-year  period  from  1967  to 
1977,   acres  In  cropland  decreased  by  18  nllllon,  fro«  431  million  to  413 
million.     This  represents  a  decrease  of  1.8  million  acres  a  year.     The  rate 
Is  considerably  less  than  the  decline  of  the  1950'$,  but  about  the  same  as 
the  decline  of  the  IseO's.     The  1977  SCS-NRI  data  shoo  that  land  users  retained 
the  better  land  -for  cropland.     Since  1950,  there  has  been  a  S-percent  Increase 
ii  tfie  uss  Df  5Dod  land  (capability  classes   t-IH)  for  cropland  and  a  4-percent 
decrease  In  cropping  of  poor  land.     Use  of  fair  (marginal)  lands  Increased  by 

firassland  and  forest  land:  Land  available  for  grazing  has  Increased  greatly; 
It  accounted  for  S4I  million  acres  n  977.  Now,  Over  half  of  the  nonfederal 
agricultural  land  Is  used  far  native  lasturp.  pasturpland  and  rangeland.  The 
SCS-NRI  data  show  an  overall  dec  ne  In  nonfederal  forest  land.  In  1967, 
there  were  444  nlHion  acres  of  nonfederal  forest  land.  The  total  decreased 
to  370  million  acres  In  1977,  a  change  of  74  million  acres. 

Urban   and   bullt-uo;     The  1977  data  confirmed   on 
iTct-oTfes.   ■ 

pice.  Sow  90  minion  acres  now  are  In  these  uses  or  comn^ltted  to  the 
uses.  Another  4  nllllon  acres  are  In  very  small  built-up  areas  and  ar 
considered  part  of  the  other  rural  land  uses.  Nearly  9S  percent  of  th 
and  'ted  'rem  agricultural,  forestry  and  other  uses  Is  ralated  to 
development.  The  remaining  5  percent  of  land  changed  to  small  »ater  a 
The  data  suggest  that  land  is  converted  to  these  Irreversible  jses  at 
of  about  ml  Ion  acres  a  year.  Obout  10  percent  of  the  land  convert 
sohII  water  areas  and  30  percent  of  the  urban  and  built-up  area  come  f 
land  formerly  used  for  cropland. 
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ftt  of  Sin  Witer  ArMs 

SmII  water  ireai  Increiied  by  wri  thin  T  nllllon  icrtt  In  the  19S7-tO'19T7 
period.     SCS-NRI  data  thoH  that  the  toUl  9  nllHon  teres  of  tMll  water  U 
erenly  divided  betueen  auM  itrttm  (1«ts  than  1/8  nil*  wlile)  and  water 
bodiM  (less  than  40  teres).     About  4  minion  acres  of  suit  water  are  used 
prlaaHly  for  recreation,  Including  fish  and  Hlldllfe.     Nearly  3  nllllan 
■crM  are  used  for  livestock  water  supply. 

Conservation  leedi 

Swe  S92  nfT  Ion  acres  of  agricultural  and  forest  land  needed  conservation 
treatsent  in  1977.     The  total  did  not  Change  significantly  over  the  10-year 
period     but  the  ttind  of  treatment  needed— and  the  kinds  of  land  requiring 
■iient--il1d  change  distinctly.     In  1967.  64  percent  (27!  million  acres) 
t  cropland  needed  treatment;  58  percent  [;*1  million  acres)  required 
I  1977,  a  decrease  of  6  percent  for  cropland.     Total  acres  in 
Mslurelgnd  and  rjngeland  Increased,  as  did  the  treatment  needs.     In  1967, 
71   percent   (3*6  mflHon   acres)   needed  treatment;   this   Increased   to   75 
jercent   (J04  ml       on  jcres)    In  1977.      Surprisingly,   the  percentage  of 
forest  land  needing  treatment  increased  from  62  percent  to  67  percent  In 
the  10-yeir  period  while  tht -acreage  of  forest  land  decreased. 

floodorone  Areas 

SCS'NRI  data  specifically  identified  the  acreage  of  floodprone  areas  and 
furnished  valuable  new  InforMtion  on  the  use  and  quality  of  this  fragile 
resource.     There  are  ITS  mi     ion  aurei  of  floodprone  areas  in  the  nonfederal 
land  area  of  the  U.S.    (excluding  Alaska        About  32  percent  (54  million  acres) 
Is  pasturelanil  -native  pasture  and  rangelmd.     Another  30  percent  ( S2 

ailffon   acres)     S   forest     and.      Another    27  percent   (4S  ■IHion  acres)   is 
cropland.     The  retnalnlng   11  percent  is  in  other  land  uses.     About  46  percent 
or  the  floodprone  land  is  of  good  quality  (capability  classes  I-III]  and  54 
percent  Is  fair  to  poor  (classes  IV-VItl). 

Wetlands 

New  d«ta  ara  available  on  the  us*,  composition,  and  potential  of  wet  soils 
and  wetland  types  3  to  20.     There  are  42  nil   Ian  acres  Of  wetlands  In  the 
U.S..  of  which  40  million  acres  (97  percent)  ^re     n  noncropland  uses 
Forested  wetlands  eccount  for  SO  percent  of  the  acreage.     None  of  the  wetlands 
has  potently    or  is  available  for  conversion  to  cropland.     Sy  contrist,  the 
U.S.   (except  Alaska)  has  ZE9  nllllon  acres  of  wet  soil     on  nonfedera     lands. 
Nearly  lOS  million  of  these  acres  are  now  cropped;  of  the  other  1i;4  nllllon. 
only     31  mlllfon  have  potential   for  conversion  to  new  cropland. 

Sheet  and  Bill   Erosion 

Estiaated  average  annual   thtat  and  ritl  erosion  for  all  cropland  Is  4.B  tons 
per  acre.     Cropland  erosion  rates  range  from  less  than  1  ton  In  some  States 
to  mora  than  41   tens  per  acre  for  the  Caribbean  Area.     Estimates  In  1967 
showed  annual   cropland  erosion  rates  of  5.9  tons  per  acre  and  a  total  of  2.6 
billion  tons  eroded.     In  1977.  the  aaount  MS  down  to  Z  billion  tons  annually. 
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This  bright  picture  1$  dfmed  by  the  fact  that  22  States,  ulnly  In  the  central 
and  eastern  part  of  the  U.S.  and  the  Caribbean  Area,  have  average  annual  erosion 
rates  for  -crooland  of  <  tons  or  more  per  acre.     Seven  States  and  the  Caribbean 
Area  have  more  than  8  tons.     Sloping  croplands  are  eroding  at      tc  nearly  4 
times  theiT"  permissible  rates      Some  nearly  leyel  Mt  soils     n  the  De  ta  region 
are  eroding  at  atove  partni     Ible  rates      Pastureland  and  native  pasture  In  fl 
StaWi  and  the  Caribbean  Area  have  average  annual  erosio     rates  of  more  than 
4  tons  per  acre      Rangeland  erosion  rates     n  5  States  and  the  CaribCean  Area 
are  over  4  tons  per  acre      Except  for  3  States  and  the  Caribbean  Area,  erosion 
rates  for  forest  land  are  Mt  high;  but  grazed  forest  land  Is  eroding  three  times 
as  much  as  nongrazed  forest  land. 
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Irrigated  Land 

The  acreage  of  Irrigated  land  hat  Increased  sharply.  In  1967,  47  million  acres 
of  cropland  and  pasture  were  Irrigated;  In  1977,  the  total  Has  62  million  acres. 
rrigation  Is  no  longer  confined  to  the  dry  areas  of  the  west~SCS-NRI  data  show 
that  a  but  Z  States  now  rrigate  soait  lands.  Three  Statts  Irrigate  more  than 
S  milHofi  acres  each  and  U  states  irrigate  1  to  S  million  acres  each.  Hgst  of 
the  land  63  percent]  Is  rrigated  by  use  of  gravity  systems.  Another  32 
percent  i  Irrigated  by  use  of  pressure  systws.  The  ranalning  5  ^rcent  uses 
4  cooiblnation  Of  both. 

Prime  Farmlands 

The    975  estimates  showed  384  million  acres  of  prime  farmlands  In  the  U.S.  and 
Caribbean  Area;  the  1977  SCS-NRI  data  shoved  346  minion  acres.     The  latter 
figure  is  a  mora  accurate  masurt  of  these  tinportanc  farmlands.     Three  States 
have  more  than  ZO  mjllion  acres  ea^^h  of  prime  farmland.*  States  have  IS  to  20  mill- 
acres  each    7  States  have  10  to     5  nil  lion  jcreS  each,  and  9  States  have  5  to  10 
ml      er\  acres  each.     Sonie  67  percent  of  the  prime  farmland  already  Is  being  used 
for  cropland.     Only  116  million  acres  of  prime  farmland  are  In  other  uses.     Of 
these,  1977  SCS-NRI  data  showed  that  only  about  45  (SZ  million  acres)  could 
practicably  be  Shifted  to  cropland  production. 
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Mr.  Jones  of  Tennessee.  Our  next  witness  is  an  old  friend  of  ours 
who  has  been  around  for  a  while.  We  are  glad  to  have  him  back  this 
morning. 

Mr.  Ray  Fitzgerald  is  Administrator  of  the  Agricultural  Stabiliza- 
tion and  Conservation  Service  at  the  USDA. 

We  thank  you  for  being  here.  We  are  delighted  that  you  have  come. 

STATEHENT  OF  BAY  T.  FITZOEBAIB,  ASUimSIRATOE,  AGRICUL- 
TUBAL  STABILIZATION  AND  CONSEBVATION  SERVICE,  U.S.  DE- 
FABTHENT  OF  A0RICULT1TBE;  ACCOHFANIED  BY  ALAN  DURICS, 
DIBECTOB,  CONSEBVATION  AND  ENVIBONUENTAL  PROTECTION 
DIVISION,  AORICULTURAL  STABILIZATION  AND  CONSERVATION 
SERVICE 

Mr.  FrraoEBALD.  Thank  you,  Mr.  Chairman. 

Let  me  introduce  Alan  Durick,  the  Director  of  the  Conservation  and 
Environmental  Protection  Division,  ASCS. 

Mr.  Chairman,  I  am  glad  for  this  opportunity  to  talk  about  the 
agricultural  conservation  program.  These  are  exciting  days  for  the 
oldest  nationwide  conservation  program,  now  in  its  43d  year. 

This  is  the  time  of  year  when  the  program  for  1980  is  being  devel- 
oped. Community  committees  all  across  the  Nation  are  meeting  to 
make  recommendations.  We  are  in  a  schedule  of  meetings  with  all 
State  committees  and  1980  ACP  development.  In  each  county  the 
county  ASC  committee  will  call  together  the  ACP  development  groups 
which  utilizes  the  expertise  and  interests  of  governmental  and  private 
individuals.  From  the  nationwide  effort  will  come  the  approved  pro- 
gram for  1980. 

The  guidance  of  the  Congress  through  authorizing  legislation  and 
the  appropriations  act  will  play  an  important  part  in  the  makeup  of 
that  final  fist  of  approved  practices. 

I  would  not  want  you  to  think  that  only  my  agency,  ASCS,  is  in- 
volved in  this  effort.  At  the  county.  State,  and  national  levels  we  get 
much  valuable  assistance  from  the  Soil  Conservation  Service,  Forest 
Service,  Farmers  Home  Administration,  and  the  research  and  educa- 
tional arms  of  the  Science  and  Education  Administration.  All  of  these 
are  in  tJSDA.  The  Environmental  Protection  Agency  joins  in  the 
effort.  Some  of  our  best  input  comes  from  the  Soil  Conservation  Dis- 
tricts and  from  State  water  quality  and  forestry  officials. 

What  we  are  trying  to  do  is  to  decide  at  the  local  level  what  the  most 
pressing  conservation  needs  are  and  to  use  the  information  gained  as 
the  basis  for  establishing  conservation  measures  to  meet  those  needs. 
We  want  to  get  the  greatest  possible  amount  of  conservation  from  each 
dollar  that  is  spent. 

In  the  past  2  years  ACP  has  been  redirected.  There  was  considerable 
cnticism  only  a  few  years  back  that  too  much  ACP  money  was  going 
for  practices  that  are  primarily  production  oriented. 

Soon  after  he  took  office,  the  President  instructed  Secretary  Berg- 
land  to  move  the  ACP  emphasis  toward  long-term  enduring  practices. 
The  Congress  wrote  similar  language  in  the  Food  and  Agriculture 
Act  of  1977. 
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We  have  changed  the  direction  but  not  without  oppositicm.  Our  first 
efforts  were  to  persuade  State  and  county  committees  that  a  new  direc- 
tion was  needed. 

You  helped  persuade  State  committees  yourself,  Mr,  diairnuuL 
Last  year  you  spoke  to  the  State  committeee  at  a  national  conference. 
I  well  remember  how  you  spoke  to  them  as  a  former  State  committee 
chairman  and  expressed  your  disappointment  in  their  failure  to  take 
advantage  of  the  opportunity  to  forcefully  attack  critical  conservation 
prdaleins. 

I  believe  many  committeemen  took  your  advice  to  heart  because  in 
the  past  year  opposition  to  redirection  in  the  committee  system  has 
virtually  melted  away.  In  this  year's  development  meetings,  we  are 
hearing  much  less  lament  about  the  prohibition  of  such  practices  as 
tile  drainage. 

AVe  are  pleased  with  the  progress  made  thus  far  and  we  iutoid  to 
continue. 

Another  exciting  development  in  ACP  had  its  genesis  in  the  first 
days  of  the  new  amninistration.  The  President  asked  the  Secretary  to 
conduct  an  evaluation  of  ACP. 

A  USDA  team  from  the  Economics,  Statistics  and  Cooperatives 
Service,  Science  and  Education  Administration,  Soil  Conservation 
Service,  the  Office  of  Budget,  Plamiing  and  Evaluation  and  ASCS 
developed  a  plan  of  evaluation. 

The  plan  literally  went  to  the  grassroots.  A  valid  sample  was  drawn 
from  171  counties.  All  ACP  practices  installed  between  1975  and  1978 
were  checked.  The  Soil  Conservation  Service  and  Forest  Service  gave 
us  technical  data  for  the  land  treated  by  each  of  those  practices. 

The  data  collected  from  each  farm  involved  was  put  mto  the  Uni- 
versal Soil  Loss  Prediction  Equation.  We  have  some  preliminary 
results—enough  that  county  conmiittees  can  begin  to  use  the  study  in 
making  practice  approvals  next  year. 

I  would  caution  at  this  point,  Mr.  Chairman,  that  there  are  some 
limits  to  this  study.  The  soil  loss  equation  predicts  soU  loss  from 
water  erosion.  It  does  not  deal  with  wind  erosion.  And  the  mass  of 
data  obtained  after  the  computer  did  its  run  is  taking  a  great  deal  of 
human  evaluation. 

But  even  with  those  limitations,  we  learned,  for  example,  that  the 
practice  called  Establishment  of  Vegetative  Cover  is,  on  average,  used 
on  land  that  has  an  average  annual  soil  loss  of  10  tons  per  acre. 

The  practice  reduces  the  loss  to  about  1.5  tons  at  a  Government  cost 
of  about  43  cents  a  ton.  And  that  terraces  are  generally  constructed 
on  land  with  an  average  loss  of  15  tons  per  acre  with  a  resulting  reduc- 
tion to  about  6.5  tons  per  acre  per  year.  The  Govenmient's  share  of 
cost  averages  about  30  cents  per  ton. 

As  I  said  earlier,  this  evaluation  is  not  complete  but  the  tools  ob- 
tained so  far  will  be  used  in  1980  by  county  committees. 

We  have  reinstituted  another  conservation  tool  that  we  used  in  the 
1960's  when  you  were  a  State  committeeman,  Mr,  Chairman,  and  I 
was  a  deputy  administrator.  I  refer  to  specific  projects  where  funds 
are  directed  to  a  specific  locality  to  treat  a  specific  conservation  prob- 
lem. Our  emphasis  has  been  on  water  quality  problems. 

In  1978  we  allocated  $1.5  million  to  seven  projects.  In  1979  we  con- 
tinued those  and  added  21  more  that  were  recommended  by  State  and 
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county  committees.  In  addition,  we  are  funding  the  Colorado  River 
salinity  project  and  the  Tama  County,  Iowa,  joint  project  with  EPA. 
The  1979  initiatives  at  the  national  level  amount  to  slightly  over  $6 
million. 

In  addition,  in  1979  we  required  the  State  committees  to  reserve  a 
total  of  $10  million  to  fund  special  projects  they  would  select  from 
those  recommended  by  counties.  We  did  not  require  any  emphasis  on 
water  quality  problems,  but  the  States  report  that  about  $6.4  million 
of  their  reserves  were  allocated  to  projects  that  have  substantial  benefit 
to  water  quality. 

We  have  used  small  amounts  of  funds  for  other  types  of  special  proj- 
ects. We  funded  10  projects  in  1978  and  12  more  in  1979  which  relate 
to  the  Department's  small  farmer  assistance.  We  also  funded  a  project 
in  New  England  States  to  improve  woodlands  and  provide  fuel. 

Mr.  Chairman,  I  am  excited  about  what  ACP  has  been  doing  and 
what  might  be  one  for  the  future.  I  will  be  glad  to  answer  any  ques- 
tions the  subcommittee  might  have. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Fitzgerald.  Are 
there  questions  i  Mr.  English  ? 

Mr.  £nqli8U.  Thank  you,  Mr.  Chairman. 

Mr.  Fitzgerald,  you  heard  the  discussion  I  just  had  with  Dr.  Culter 
uid  the  concerns  that  I  expressed. 

Do  you  share  Dr.  Cutler's  fears  with  regard  to  that  particular  Great 
Plains  area  and  the  types  of  reports  that  evidentially  USDA  is  getting, 
as  well  as  the  MemMrs  of  Congress,  from  that  part  of  the  country,  as 
to  some  of  the  farming  practices  that  may  take  place  next  year  and  the 
oSeds  that  would  have  on  conservation  i 

Mr.  FrrzoERALD.  Yes,  sir.  We  have  varied  reports  from  different 
parts  of  the  country,  not  only  the  Great  Plains,  but  the  Northwest  as 
well.  Especially  in  dryland  wheat  areas  we  have  concerns  expressed. 
There  are  some  people  who  are  planning  to,  or  have  broken  up,  land. 

There  are  also  people  who  will  crop  what  has  been  summer  fallow 
land  and,  therefore,  perhaps  add  to  the  conservation  problem. 

As  you  know,  we  do  not  have  authority  in  the  law  for  the  normal 
crop  acreage  when  there  is  no  set-aside.  I  personally  am  at  a  little  bit 
of  a  loss  as  to  what  we  can  do  to  stop  that  problem  to  the  extent  that 
it  exists. 

However,  it  could  become — not  next  year  but  the  year  after — a  very 
serious  problem. 

Mr.  English.  In  your  opinion,  do  you  feel  that  the  problem  is  severe 
enough,  or  at  least  the  potential  for  disaster  is  severe  enough  that  we 
need  to  look  at  this  ?  This  Nation  has  made  a  considerable  mvestment 
in  conservation  programs,  not  to  speak  of  the  potential  loss  of  valuable 
resources,  of  course.  Do  you  think  it  is  severe  enough  that  this  subcom- 
mittee should  immediately  consider  taking  some  type  of  action  to  deal 
with  this  problem  next  year  in  giving  you  the  authority  to  deal  with  it 
if  it  should  happen  again  the  following  year ! 

Mr.  Fitzgerald.  I  am  not  sure  that  the  administration  has  made  up 
its  mind  as  yet  as  to  what  to  suggest,  so  I  am  a  little  hesitant  to  re- 
spond. 

Mr.  English.  Let  me  put  it  this  way.  You,  in  your  position,  would 
not  oppose  such  action ;  would  you  ! 
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Mr.  FrrzaERALD.  No.  It  seems  to  me  that  everyone  rec(^;mzes  there  is 
probably  a  need  for  some  type  of  authority  which  would,  at  least, 
mitigate  the  problem.  Just  exactly  what  that  should  be,  I  am  not  too 
sure. 

Mr,  Engush.  Do  you  believe  that,  given  the  fact  that  we  are  plant- 
ing in  many  areas  of  the  country,  that  unless  some  action  is  taken  with- 
in the  next  30  days  that  it  simply  is  going  to  be  academic  from  that 
point  on  t 

Mr.  FrrzoBRALD.  Yes,  I  agree. 

Mr.  English.  Thank  you.  Do  you  have  any  projections  with  regard 
to  the  Office  of  Mana^ment  and  Budget  on  wheat,  for  example  and  as 
to  what  the  exposure  is  to  the  Federal  Grovemment  with  regard  to  the 
program  as  it  now  exists! 

Mr.  FrrzoERALD.  Do  I  have  any  objectiOTis  ? 

Mr.  Enoubh.  No,  estimates. 

Mr.  FnzoERALD.  No,  I  do  not,  but  I  could  get  it  for  you.  I  do  not 
know  what  the  exposure  is.  I  cannot  t«ll  you  off  the  top  of  my  head. 

Mr.  Enoush.  Has  there  been  objection  from  0MB  to  the  situation 
as  it  exists  now  ?  Has  concern  been  expressed  i 

Mr.  Fitzgerald.  Are  you  talking  about  deficiency  payments  and 
exposure,  for  example ! 

Mr.  Enoliss.  Right. 

Mr.  FiTZGESAi-D.  I  am  not  aware  of  objections.  I  am  not  always  in- 
volved in  all  those  discussions. 

Mr.  Enqlisii.  Do  you  know  of  any  plans  that  the  Department  has 
in  making  your  recommendations  within  the  next  30  days? 

Mr.  Fitzgerald.  On  target  payments? 

Mr,  English.  Yes,  with  regard  to  the  normal  crop  legislation 
dealing  with  the  1980  crop  on  ttie  normal  crop  acreages  versus  target 
prices. 

Mr.  Fitzgerald.  I  am  not 

Mr.  English.  Would  you  agree  that  in  order  for  farmers  to  receive 
enough  incentive  to  hold  normal  crop  acreage  that  there  definitely 
would  have  to  be  a  rather  substantial  increase  in  target  prices  t 

Mr.  FrrzoERALD.  It  would  appear  from  the  figures  with  which  I  am 
familiar  that  that  would  be  helpful ;  yes. 

Mr.  English.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Jones  of  Tennessee.  Thank  you. 

Mr.  Fitzgerald,  I  want  to  commend  your  Department  for  the  re- 
direction it  has  been  taking  down  there  m  some  of  these  special 
projects. 

As  I  get  over  the  country,  I  see  this.  I  am  sure  Mr,  English  seen 
these.  Other  members  of  the  subcommittee,  I  am  sure,  have  seen  these. 
They  are  lending  a  lot  of  assistance  and  challenge  to  many  of  our  farm 
people.  I  am  very  happy  to  see  ACP's  new  direction  being  taken. 

Mr.  FrrzQERALD.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Jones  of  Tennessee.  I  look  forward  to  seeing  you  later  this 
week.  We  want  to  thank  you  for  your  testimony. 

Mr.  FrrzQERALn.  Thank  you, 

Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr,  Jim  Dickinson,  vice 
chairman.  Private  Lpnds  and  Water  Usage  Committee  of  the  National 
Cattlemen's  Association. 
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Mr.  Dickinson,  before  you  be^n,  there  is  a  good  possibility  that  we 
might  hear  another  group  of  witnesses  before  we  leave  this  morning. 
I  understand  that  the  National  Association  of  Soil  Conservation  Dis- 
tricts may  have  a  travel  problem.  I  wonder  if  there  is  someone  here  that 
can  tell  us  about  that. 

All  right,  then,  we  will  give  Mr.  Dickinson  his  time.  Then  we  will 
hear  the  panel  before  we  adjourn  for  lunch. 

STATEHEHT  OE  TAMES  A  DICKINSON,  VICE  CHAIKUAN,  PXI7ATE 
LANDS  AND  WATEB  USAGE  COUUITTEE,  NATIONAL  CATTLE- 
KEN'S  ASSOCIATION 

Mr.  Dickinson.  Thank  you,  Mr.  Chairman. 

My  name  is  James  A.  Diclanson  from  Omaha,  Nebr.  I  live  on  a 
farm  and  actively  operate  that  farm. 

I  am  a  farmer  and  a  cattle  feeder  currently  serving  as  vice  chair- 
man of  the  Private  Lands  and  Water  Usage  Committee  of  the  Na- 
tional Cattlemen's  Association. 

This  particular  committee  of  NCA  has  the  responsibility  for  fur- 
thering the  policy  development  objectives  of  the  association,  of  wliich 
the  subject  here  today  is  a  part. 

NCA  is  the  national  spokesman  for  all  segments  of  the  Nation's 
beef  cattle  industry — including  cattle  breeders,  producers,  and  feeders. 
The  NCA  represents  approximately  280,000  professional  cattlemen 
throughout  the  country.  Membership  includes  individual  inembei'S 
as  well  as  51  affiliated  State  cattle  associations  and  15  affiliated  na- 
tional breed  organizations. 

Last  January  the  association's  membership  meeting  in  convention  at 
Kansas  City,  Kans.,  adopted  the  association  s  official  policy  regarding 
the  Great  Plains  conservation  program. 

Following  is  the  text  of  NCA's  policy  resolution : 

Whereas  tbe  Great  Plains  conservation  program  administered  hj  the  Soil 
Conservation  Service  through  the  Soil  and  Water  Conserrtition  Districts  is 
scheduled  to  terminate  Decemt>er  31,  1981;  and 

Whereas  tbe  program  provides  cost-sliare  assistance  whicli  has  enabled  ranch- 
ers and  farmers  of  the  Plains  States  to  implement  a  long-term  comprehensive 
coordinated  conservation  plan  for  their  land  which  conseri'es  soil  and  water 
resources  and  enhances  productive  capacity  for  present  and  future  generations; 

Whereas  the  Great  Plains  contracts  already  in  efCect  liave  been  so  successful 
in  accomplishing  conservation  objectives,  with  concomitant  increases  in  foreign 
production  for  liveatoct  and  wildlife  of  up  to  40  percent,  that  there  is  a  tremen- 
doiis  backlog  of  qualified  prospective  applicants  because  of  Inadequate  funding ; 
and 

Whereas  lands  conserved  b;  good  management  are  subject  to  wind  and  water 
erosion  damage  from  adjacent  unprotected  lands  which  are  eligible  (or  Great 
Plains  conservation  program  assistance:  Therefore,  be  it 

RciOlvrd.  That  the  National  Cattlemen's  Assoeiation  supports  legislation  that 
would  continue  the  Great  Plains  conservation  program  until  December  13,  1986. 

The  committee  which  you  chair  has  a  lon,^  historj-  of  having  passed 
constructive  conservation  legislation,  many  of  the  results  of  which 
can  be  measured  through  the  accomplishments  of  the  Great  Plains 
conservation  program. 

Keeping  with  the  pmposes  for  which  these  heanngs  were  called, 
NCA  would  like  to  reirommend  the  following  key  five-point  program 
to  be  included  in  new  legislation : 
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One,  extend  the  Great  Plains  conservation  program  through  Sep- 
tember 30,  1986,  or  through  September  30,  1991— a  5-year  up  to  a 
10-year  extension.  Of  course,  that  would  propose  to  make  it  perma- 
nentf,  I  am  sure  we  would  approve  that  type  of  legislation. 

Two,  remove  the  $300  million  total  program  cost-share  limit  and 
the  $25  million  annual  cost-share  limit. 

Three,  authorize  the  pro,gTam  for  the  10  Great  Plains  States  with 
the  Secretary  of  Agriculture  having  the  option  to  expand  the  pro- 
gram to  other  States  that  experience  extended  drought  or  other  nat- 
ural phenomena  which  have  the  potential  of  accelerating  wind  or 
water  erosion.  I  think,  Mr.  Chairman,  that  you  have  mentioned  that 
you  have  some  problems  in  your  own  State,  which  is  not  in  the  Great 
Plains  area. 

Four,  continue  the  present  financial  and  technical  leadership  and 
administration  of  the  program  by  the  Soil  Conservation  Service. 

Five,  provisions  which  would  provide  for  GPCP — funded  dwnon- 
stration  projects  of  applied  soil  and  water  conservation. 

NCA  believes  that  the  GPC  prograjn  is  a  model  for  sound  conserva- 
tion of  land  and  water  resources  in  this  Nation.  Expansion  of  the 
program,  coupled  with  the  innovative  incentive  techniques  such  as  are 
employed  in  programs  used  on  the  national  grasslands  would  merit 
this  committee's  serious  consideration. 

In  support  of  NCA's  recommendation  for  the  five-point  program 
outlined  above,  we  offer  the  following  ba"kground  information. 

As  for  the  background  of  GPCP,  the  Great  Plains  is  a  vast  area  of 
land  that  extends  from  the  Rocky  Mountains  to  the  gently  rolling 
prairies  of  mid-America,  and  reaches  from  Canada  to  tlie  Kio  Grande. 

The  people  of  the  United  States  and  much  of  the  world  rely  heavily 
upon  the  Great  Plains  States  for  red  meat,  fiber,  and  food  crops.  Ac- 
cording to  the  1978  agricultural  statistics,  USDA,  about  47  percent 
of  the  beef  cattle  and  55  percent  of  the  sheep  produced  in  the  United 
States  are  produced  in  the  Great  Plains.  This  area  also  produces  over 
60  percent  of  the  Nation's  wheat  crop  and  over  40  percent  of  our 
cotton. 

The  Great  Plains  is  an  area  of  unstable  climate  characterized  by 
bitter  cold,  searing  heat,  drought,  and  erosive  winds.  Periodi'allv,  the 
damaging  effects  of  these  natural  phenomena  have  created  many  hard- 
ships and  placed  financiaJ  burdens  upon  individuals,  families,  com- 
munities, and  the  Nation. 

Over  the  years  numerous  studies  have  been  made  and  programs  de- 
veloped in  an  attempt  to  reduce  erosion,  stabilize  agriculture  and  im- 
prove the  economy  of  the  Great  Plains.  The  one  program  with  a  con- 
tinuing track  record  of  success  is  the  Great  Plains  conservation  pro- 
gram which  Congress  created  in  1956, 

The  main  difference  between  this  program  and  other  conservation 
programs  available  to  agricultural  producers  are  the  contractual  fea- 
tures and  the  cost-sharing  aspects  of  it.  The  contract  is  between  the 
producer  and  the  Secretary  of  Agriculture.  The  contract  must  run 
for  at  least  3  years  and  cannot  exceed  10  years.  Tt  is  ha-ed  upon  a 
complete  conservation  plan  developed  by  the  producer  with  the  tech- 
nical assistance  of  the  Soil  Conservation  Service,  Like  other  SCS  as- 
sistance, this  help  is  made  available  through  a  local  conservation 
district,  a  legal  subdivision  of  State  Government 
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The  plan  must  set  forth  the  entire  conservation  program  to  be 
applied.  Minimum  standards  must  be  met  and  proven  specifications 
followed  for  all  conservation  practices  and  measures  applied.  The  total 
Federal  cost-share  ^sistance  cannot  exceed  $25,000  for  the  life  of  the 
contract. 

I  would  now  like  to  turn  to  coordination. 

GPCP  is  coordinated  with*  other  Federal,  State,  and  local  agencies 
throogh  established  State  and  county  GPCP  committees.  Conserva- 
tion districts  review  all  contracts,  set  up  planning  priorities,  and  serve 
on  county  GPCP  committees. 

As  for  the  purpose,  the  GPCP  gives  assistance  under  long  term  con- 
tracts to  land  users  in  469  designated  counties  of  10  Great  Plains 
States.  Its  purpose  is  to  provide  needed  protection  and  improvement  of 
soil,  water,  land,  plant,  and  wildlife  resources  of  the  Plains  area. 
Installing  complete  conservation  treatment  and  management  systems 
on  farms  and  ranches  helps  stabilize  individual  enterprises  and,  con- 
sequently, the  local  economy. 

As  for  accomplishments,  GPCP  producers  reduce  soil  erosion  by 
over  240  million  tons  annually.  Conservation  treatment  is  completed 
on  about  4  million  acres  annually. 

A  partial  list  of  conservation  treatment  applied  by  GPCP  farmers 
and  ranchers  to  date  include  the  establishment  of  nearly  5  million 
acres  of  permanent  grasslands ;  56.000  acres  in  tree  plantations  and 
windbreaK  plantings;  water  distribution  systems  for  livestock  and 
wildlife  include  over  10,500  miles  of  pipelines  and  over  40,000  earthen 
structures.  About  1.2  million  acres  of  stripcropping  have  been  applied 
on  cropland. 

The  Great  Plains  conservation  program  has  protected  or  improved 
soil,  water,  plant,  and  wildlife  resources  through  the  willingness  of 
agricultural  producers  to  join  with  the  Federal  wvemment  in  making 
long-term  investments  in  carefully  planned  and  applied  conservation 
contracts. 

Erosion  and  sediment  have  thus  been  reduced  on  over  100  million 
acres,  agriculture-related  pollution  of  water  and  air  has  been  curbed 
and  local  economies  dependent  upon  the  productivity  of  land  and 
water  resources  have  been  kept  stable.  All  Americans  have  been  the 
beneficiaries  of  this  conservation  work. 

I  turn  now  to  the  job  remaining. 

Conservation  is  the  wise  use  and  management  of  resources.  The  job 
of  conserving  our  Nation's  natural  resources  must,  of  necessitv,  remain 
a  perpetual  task  of  America's  land  users  and  landowners.  Aboiit  half 
of  the  Great  Plains  acreage  needing  conservation  work — 90  million 
acres— have  been  treated  to  date. 

The  Poil  Conservation  Service  has  over  5.000  applications  on  hand 
for  GPCP  contrjicts  which  cover  nearly  15  million  acres.  These  land- 
owners are.  in  effect,  waiting  in  line  to  join  their  neisrhbors  in  pro- 
tectin.T  our  soil  and  water  and  wildlife  resources  throiin-h  the  imple- 
mentation of  a  complete  conservation  plan  with  GPCP  help.  The 
conservation  job,  moreover,  is  not  restricted  to  the  Great  Plains  area. 
Other  States  also  suffer  from  the  destruction  of  wind  and  water  ero- 
sion accelerated  by  natural  catastrophies. 
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Excerpts  from  this  1977  news  release  illustrate  why  the  Secretary 
of  Agriculture  needs  the  authority  to  expand  GPCP  to  other  areas 
when  the  need  arises: 

July  31,  1977 — from  the  Pacific  Northwest,  across  the  Plains  and  down  to 
the  panhandle  of  Florida,  America  Is  drying  up.  Streams  and  rivers  are  at  record 
low  levels.  Precipitation  ia  far  below  normal.  Pastureland  is  shriveled.  Cattle 
are  going  thirsty.  Water  use  Is  being  rationed. 

The  Weather  Service's  Palmer  Index,  designed  to  evaluate  the  scope,  severity, 
and  frequency  of  long  periods  of  abnormally  wet  or  dry  weather,  shows  ttiat 
parts  of  41  of  48  contiguous  States  are  affected  by  drought  conditions. 

In  a  South  Dakota  study  conduct«d  during  the  drought  of  1977, 
38  percent  more  acres  of  cropland  experienced  moderate  to  severe 
wind  erosion  damage  on  land  not  under  GPCP  contract  than  those 
acres  with  contracts.  And  ranchers  like  Russ  Thompson  of  Lusk, 
Wyo.,  were  able  to  avoid  buying  hay  for  livestock  feed  and  hauling 
water  due  to  the  conservation  program  installed  under  this  GPCP 
contract, 

GPCP  is  a  voluntary  program  that  has  and  is  paying  dividends  for 
the  perpetuation  of  Anierica's  renewable  natural  resources.  Continued 
public  and  private  investment  in  this  conservation  effort  is  needed  for 
sustained  productive  use  of  our  land  and  water. 

Your  support  for  legislation  to  extend  and  expand  the  GPCP  will 
be  vital  to  assuring  American  consumers  a  stake  in  meeting  this 
Nation's  food  and  nber  demands  through  a  proven  energy-efficient 
conservation  program. 

I  was  interested  in  Mr.  English's  knowledge  of  what  the  agriculture 
programs  are  about.  I  am  pleased  to  hear  that. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  for  your  testimony.  Mr.  Eng- 
lishi 

Mr.  Enolisu.  Thank  you,  Mr.  Chairman. 

Mr.  Dickinson,  if  you  have  any  observations  on  the  exchange  and 
discussion  that  previously  took  place  between  the  witness  and  me,  I 
would  be  interested  in  your  views.  I  would  like  to  hear  about  your  part 
of  the  country. 

Mr.  Dickinson.  I  would  preface  my  remarks  by  saying  I  would  be 
speaking  for  myself  and  not  for  the  association.  I  was  interested  in 
some  of  your  questions  and  comments. 

Where  I  live  particularly  most  of  the  land  that  I  operate  and  rent 
from  others  is  tillable.  Our  XCA  is  almost  in  total.  Tlie  problem  is  not 
there.  I  am  sure  that  the  areas  tliat  you  referenced  have  problems. 

I  was  visiting  with  our  county  executive  director  a  couple  of  years 
a^.  They  were  wondering  whether  it  will  be  mandated  that  people 
will  stay  with  it  if  there  are  no  other  restrictions. 

As  an  individual,  I  would  a£;ree  that  when  we  expect  something 
from  Government,  although  we  nate  regulations,  that  we  have  to  give 
something  in  return.  That  might  be  reasonable. 

Mr.  English.  I  thank  you  for  those  comments.  Thank  you,  Mr. 
Chairman. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  English. 

Let  me  say  without  reservation,  Mr.  Dickinson,  that  I  am  in  100 
percent  agreement  with  you.  I  would  love  to  see  the  program  extended 
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for  a  longer  period  of  time.  We  have  some  problems  here  with  that. 
I  do  not  faiow.  I  believe  our  bill  says  it  would  end  in  1986. 

We  will  take  that  under  advisement  as  to  what  you  have  said  here, 
Mr.  Dickinson.  It  is  not  as  easy  as  it  was  once  upon  a  time  to  get  more 
or  less  permanent  legislation  passed  around  here.  However,  I  think 
RCA  does  make  a  real  appraisal  about  every  5  years.  We  can  always 
update. 

I  honestly  do  not  believe  we  have  any  problem  with  the  Great 
Plains.  I  believe  all  we  have  to  do  is  just  get  with  it  and  move  it  on. 
I  think  the  day  has  arrived  when  there  is  more  interest  nationally  in  a 
program  of  this  sort  than  there  has  even  been  before. 

Much  of  that,  I  think,  has  corae  as  a  result  of  our  tremendous  row 
cropping  programs  that  we  have  today  and  the  loss  of  erosion.  It  is 
being  lost  by  more  ways  than  wind  and  water.  There  are  other  ways 
it  is  being  lost. 

Mr.  Dickinson.  There  are  environmental  concerns  that  have  come 
to  the  forefront  in  the  past  decade.  They  tie  right  in  with  this.  Cer- 
tainly whatever  is  done  to  conserve  soil  and  water  helps  the  environ- 
mental aspect  also. 

Mr.  Jones  of  Tennessee.  Absolutely.  There  is  no  doubt  about  that. 

Mr.  Dickinson,  we  want  to  thank  you  for  your  testimony. 

We  have  heard  all  of  our  morning  witnesses. 

I  have  a  statement  from  the  Honorable  Keith  Sebelius.  I  would  like 
to  ask  unanimous  consent  that  his  statement  be  placed  in  the  record 
at  this  point. 

Without  objection,  so  ordered. 

[The  prepared  statement  of  Mr.  Sebelius  follows :] 

FsEFABED  Statement  of  Eon.  KErTH  G.  Sebelius,  a  Reprehentativb  in  CoNOREBa 
Fbou  thb  State  op  Kansas 

Mr.  Chairman,  I'd  like  to  tbanli  you  and  my  other  colleagues  on  the  com- 
mittee for  giving  me  a  chance  to  share  some  of  my  thoughts  on  soil  and  water 
conservation. 

No  one  is  more  aware  of  the  need  for  sound  cnnaervation  practices  tbao  a 
farmer  in  western  Kansas.  We  learned  hard  lessons  daring  the  Dust  Bowl 
days  of  the  193^'b.  But  we  learned  tbpm  well-  From  19S3  to  1957,  arens  of 
soathwest  Kansas  were  as  dry  for  as  long  a  period  of  time  as  the;  were  in  the 
ISSO's.  We  were  fortnnate  this  time,  however,  and  our  conservation  practices 
helped  avoid  another  Dust  Bowl. 

The  problrm  Is  not  solved,  and  our  work  is  not  finfshpd.  In  thf  7-month  period 
from  November  1&7S  through  May  197S,  wind  damaged  2.B  million  acres  in  the 
Great  Plains  States.  We  were  fortunate  in  Kansas.  Only  91.323  acres  were 
affected.  In  Texas,  over  1.4  million  acres  were  damaged  hy  this  perennial  problem 
of  wind  erosion  Each  vear,  wind  erodes  5.S  tons  of  soil  from  each  cropland  acre 
in  the  10  Great  Plains  States. 

I'm  here  today  prlmarEly  to  speali  on  behalf  of  the  Great  Plains  Conservation 
Program  (GPCP).  This  program  was  created  to  specifically  address  the  unique 
climate  in  the  Great  Plains.  Recurring  drought  continually  places  stress  on  the 
soil  and  water  resources — and  on  the  economic  stability — nf  the  region.  Studies 
^ow  that  Great  Plains  participants'  resources  withstand  these  stresses  ttetter 
than  those  not  participating. 

Mr.  Chairman,  nothing  is  more  essential  to  the  future  food  production  of  our 
country's  breadbasket  than  the  Great  Plains  conservation  program.  This  pro- 
gram afTects  468  counties  in  10  States  stretching  from  Canada  to  Mexico.  The 
436-million-acre  land  area  under  this  program  produces  60  percent  of  our  Nation's 
wheat  and  30  percent  of  the  country's  cattle.  The  program  allows  landowners  to 
work  with  the  Soil  Conservation  Service  to  set  up  long-term  schedules  of  pro- 
tective improvements  and  provides  Federal  cost-sharing  help  for  approved  con- 
servation practices. 
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I  don't  think  I  need  to  tell  anyone  on  this  subcommittee  aliout  the  Importance 
of  these  progranis.  Sound  conserratlona  practices  are  essential  for  safeguarding 
our  future  agricultural  productivity  and  for  meeting  the  clean  water  regulre- 
menta  of  Public  Law  92-500. 

But  tlie  contlnuEng  pressures  to  cut  Federal  spending  require  that  our  future 
programs  be  directed  more  toward  erosion  control.  In  its  Feb.  14,  1977,  report, 
"To  Protect  Tomorrow's  Food  Supplf,  Soil  Conservation  Needs  Priority  Atten- 
tion," tlie  General  Accounting  Office  said  : 

"Federal  financial  assistance  is  not  being  effectively  directed  toward  critically 
needed  soil  conservation  practices  having  the  best  payoff  for  reducing  erosion. 
The  direction  of  the  Agricultural  Conservation  Program  liatt  shifted  In  recent 
years  to  providing  proportionately  more  funding  for  practices  which,  although 
eligible  for  program  funding  have  only  temporary  erosion  control  benefits  or 
n-Jilch  are  oriented  more  toward  stimulating  agricultural  production  and  finan- 
cially benedting  farmers  than  toward  conserving  the  Notion's  ti^aoil  resources. 
If  such  practices — wlilch  many  other  farmers  carry  out  at  their  own  expense — 
were  made  ineligible  for  cost-aharlng  assistance,  tlie  funds  so  conserved  could 
be  used  for  critically  needed,  enduring,  erosion  control  practices." 

QAO  also  reported : 

"In  recent  years.  less  than  lialf  of  ACP's  cost-share  expenditures  have  financed 
meBBures  that  are  primarily  oriented  toward  soil  conservation.  Mo-t  of  the  money 
has  gone  toward  measures  that,  although  eligible  for  funding,  are  primarily  pro- 
duction oriented  or  result  in  minimal  soil  conservation  benefits." 

GAO  also  criticized  GPCP  for  similar  problems. 

Mr.  Chairman,  criticism  such  as  this  threatens  the  future  Of  these  essential 
cost-sharing  programs.  Thus,  any  effort  aimed  at  extending  and  expanding 
conservation  programs  should  also  he  designed  to  streamline  them.  High  priority 
should  bo  assigned  to  practices  which  significantly  contribute  to  erosion  control. 
Lower  priorities  should  be  assigned  to  other  practices.  Funding  for  projects 
should  go  first  for  high-priority  erosion  control.  Only  then  will  we  see  reduced 
pressures  on  our  coDservatlon  program  budgets. 

Mr.  Chairman,  members  of  the  subcommittee,  tbank  you  for  your  considera- 
tion of  my  views. 

Mr.  Jones  of  Tennessee,  I  will  call  a  panel  to  the  witness  table  from 
the  National  Association  of  Conservation  Districts. 

We  will  liave  Ken  Kuykendall  of  Cherokee,  Tex. ;  Walt  Dion  from 
Havre,  Mont. ;  Leonard  Graumann  from  Granite,  Okla. ;  and  Peter 
Meike,  Jr.,  from  Gaycee,  Wyo. 

Gentlemen,  you  may  proceed. 

STATEMENT  OF  KEH  EITYEENBALI,  CHEEOEKE,  TEX.,  REFRESERT- 
ING  IH£  NATIONAL  ASSOCIATION  OF  C0NSES7ATI0N  DISTRICTS ; 
ACCOM? ANIES  BY  WALT  DION,  HAVRE,  MONT.;  LEONARD 
GRAUMANN,  GRANITE,  OELA.;  AND  FETEB  MEIEE,  JR.,  GAY- 
CEE, WYO. 

Mr.  KtnfKENDALL.  Thank  you,  Mr.  Chairman- 
Mr.  Chairman  and  members  of  the  subcommittee,  I  am  Kenneth 
Kuykendall,  Cherokee,  Tex.,  president  of  the  Texas  Association  of 
Conservation  Districts  and  chairman  of  NACD  Great  Plains  Com- 
mittee. It  is  a  pleasure  for  the  National  Association  of  Conservation 
Districts  to  have  this  opportunity  to  discuss  the  Great  Plains  con- 
servation program,  I  regret  that  my  Congressman,  Mr,  Hance,  from 
Texas,  is  not  aole  to  be  here  at  this  time. 

Mr.  Jones  of  Tennessee,  I  will  tell  you  where  he  is.  He  is  in  the 
f  nil  committee  meeting  now  discussing  ga.sohol. 

Mr.  KuTKENDALL.  NACD,  as  we  are  commonly  known,  represents 
the  Nation's  2,950  conservation  districts,  the  50  State  associations  of 
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conservation  districts,  and  the  17,000  conservation  district  officials 
that  serve  them. 

The  other  members  of  my  committee,  the  Great  Plains  committee, 
who  are  here  at  the  table  witli  me  today  are  Mr.  Walt  Dion  from 
Montana;  Mr.  Graiunann  from  Oklahoma;  and  Mr.  Meike  from 
Wyoming. 

Mr.  Jones  of  Tennessee.  Gentlemen,  we  are  pleased  to  have  all  of 
you  with  us  today. 

Mr,  Kdtkendall.  Our  association  has  been  deeply  concerned  with 
land  and  water  resource  management  problems  of  the  Great  Plains 
area  which  are  magnified  by  the  severe  and  cyclical  climate  conditions 
of  that  area.  NACD  was  instrumental  in  the  preparation  of  the  orig- 
inal legislation  which  established  the  Great  Plains  conservation  pro- 
gram. We  have  sought  financial  support  for  the  program  ever  since. 

The  Great  Plains  conservation  program  is  unique  among  early  con- 
servation programs  in  that  all  work  done  on  the  land  is  based  upon  a 
conservation  plan  for  the  entire  landholding.  This  plan  is  agreed  upon 
by  the  landowner,  the  appropriate  conservation  di^rict,  and  the  Fed- 
eral Government. 

This  plan  serves  as  the  basis  for  a  contract  between  the  landowner 
and  USDA.  The  landowner  is  thus  a.s.sured  of  both  financial  and  tech- 
nical assistance  from  the  Federal  Government  for  installation  of  the 
necessary  conservation  practices  to  protect  his  land  from  wind  and 
water  erosion. 

The  program  has  demonstrated  its  ability  to  assist  small,  low-income 
farmers  make  maximum  use  of  their  resources;  accelerate  land  treat- 
ment of  critical  sediment- producing  and  wind-erosion  areas;  reduce 
maintenance  cost  of  public  utilities ;  reduce  pollution  of  air  and  water ; 
stimulate  local  economies  and  kindle  pride  and  confidence  in  conserva- 
tion program  objectives;  and  make  rural  areas  more  attractive  and 
rewarding  places  in  which  to  live  and  work. 

The  program  is  active  in  469  countries  in  10  Great  Plains  States. 
Since  its  inception  in  1056, 16,944  contracts  have  been  serviced,  cover- 
ing 104,575,000  acres.  Of  these  contracts,  13,621  contracts  are  still 
active.  There  are  4,919  applications  presently  unserviced  with  an 
average  acreage  of  2,400  acres. 

In  our  opinion,  some  of  the  strengths  of  the  present  program  include 
the  5-year  to  10-year  contracts  and  the  administration  of  the  program 
b^  the  Soil  Conservation  Service.  By  having  the  contractual  respon- 
sibility and  the  technical  responsibility  in  one  agency,  budgeting  and 
personnel  management  is  greatly  simplified. 

The  Great  Plains  conservation  program  has  served  as  a  model  for 
more  recent  conservation  cost-sharing  efforts,  namelv,  the  Rural  De- 
velopment Act  of  1972  and  the  agricultural  costshanng  provisions  of 
the  Clean  Water  Act  of  1977. 

We  have  all  been  involved  in  this  Great  Plains  program  since  it 
started  23  years  ago.  We  have  firsthand  grassroots  knowledge  of  the 
vast  amount  of  lasting  conservation  work  that  this  unique  program 
has  accomplished. 

The  Great  Plains  conservation  program  uses  a  proven  concept  of 
applying  permanent  conservation  practices  with  priorities  on  critical 
areas.  These  priorities  are  determined  by  the  Soil  Conservation  Serv- 
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ice,  the  local  conservation  districts,  and  the  landowner.  A  complete 
conservation  plan  is  worked  up  on  the  whole  farm  and  is  carried  out 
over  a  3- year  to  10-year  period. 

This  program  puts  the  highest  priority  on  converting  marginal  for 
cropland  that  never  should  have  been  plowed  up  in  the  first  place,  back 
to  grass,  and  then  improving  the  cover  on  the  other  lands  to  prevent 
water  and  wind  erosion,  improve  air  and  wafer  quality,  and  improve 
wildlife  habitat. 

The  only  reason  that  more  landowners  have  not  participated  in  this 
program  is  because  funds  were  not  available.  There  are  at  least  5,000 
unserviced  applications  on  hand  now.  Contracts  are  written  each  year 
because  the  average  cost  per  contract  is  doubled  while  the  funds  have 
decreased. 

In  the  years  ahead  we  will  see  increased  pressures  on  our  farmlands 
to  produce  food  to  feed  a  hungry  world.  The  people  who  farm  and 
range  in  these  areas  are  subject  to  such  violent  changes  in  the  weather, 
from  drought  to  floods,  from  hailstorms  to  grasshoppers,  from  feast 
to  famine.  They  need  all  the  incentive  that  they  can  get  to  apply  per- 
manent conservation  practices  to  their  land  and  resist  this  temptation 
to  plant  from  fence  row  to  fence  row  where  prices  are  good.  Congress- 
man English  mentioned  his  concern  of  this  earlier. 

As  you  are  aware,  the  present  program  is  authorized  only  through 
December  1981.  We  encourage  you  to  reauthorize  the  program,  essen- 
tially in  its  present  form,  to  keep  this  most  effective  program  alive 
and  well. 

We  do  have  a  few  suggestions  for  the  improvement  of  the  program 
which  we  hope  vou  will  consider.  They  are  as  follows: 

One,  extend  the  program  at  least  ot  September  30,  1987.  This  date 
is  chosen  because  the  Soil  and  Water  Resources  Conservation  Act — 
RCA — requires  the  Secretary  of  Agriculture  to  review  all  conserva- 
tion programs  and  submit  an  appraisal,  policy  statement,  and  pro- 
gram to  Congress  in  January  1985.  This  will  give  Congress  time  to 
consider  the  recommendations  of  the  administration  in  conjunction 
with  reauthorization  legislation  for  Great  Plains  during  1985  or  1986, 

Two,  we  recommend  that  the  coverage  of  the  program  remain  essen- 
tially the  same  as  at  present,  with  additions  left  to  the  discretion  of 
the  Secretary  of  Agriculture,  The  program  was  designed  to  address 
specific  conservation  problems  in  a  specific  climatic  region.  To  dilute 
this  effort,  we  believe,  would  be  unwise. 

Three,  since  82  percent  of  the  total  program  limitation  of  $300 
million  has  already  been  expended,  we  recommend  that  this  limitation 
be  either  raised  or  removed  entirely.  The  original  program  limitation 
was  $500  million.  This  was  reduced  to  $300  million  in  subsequent 
amendments. 

Four,  the  present  yearly  program  payments  limitation  of  $25  million 
should  be  raised  to  $50  million  or  removed  entirely.  There  is  a  need 
to  accelerate  the  program  to  service  presently  unserviced  applications. 

Most  of  the  members  of  my  committee  have  completed  Great  Plains 
contracts  on  our  own  farm,  so  we  feel  like  we  can  answer  nearly  any 
(luestion  that  you  wanted  to  ask  about  the  Great  Plains  program  and 
its  operation. 

Thank  you  for  the  opportunity  to  express  our  views. 
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We  will  be  glad  to  respond  to  any  questions  you  may  liave.^ 
Mr.  Jones  of  Tennessee.  Thank  you  very  much.  Mr.  Kuykendnll, 
for  the  statement.  We  appreciate  the  presence  of  all  you  gentlemen. 
Mr.  English* 

Mr.  Enoush.  Thank  you,  Mr.  Chairman. 

First  of  all,  let  me  say  that  Mr.  Graumann  is  from  Granite,  Okla., 
which  is  in  my  district.  I  am  pleased  to  see  that  he  is  here  today. 

First  of  all,  let  me  lead  all  of  you  into  the  same  question  that  I  have 
been  raising  all  morning  as  to  the  effects,  insofar  as  conservation  is 
concerned,  and  the  advances  that  have  been  made  with  regard  to  the 
Great  Plains  program,  the  farm  situation  in  the  Great  Plains  in  gen- 
eral, and  what  the  program  were  are  looking  at  for  this  next  year  will 
mean. 

Do  you  gentlemen  share  my  concern  as  to  the  potential  devastation 
to  the' Great  Plains  area  unless  there  is  some  action  taken  by  the  Con- 
gress in  the  next  30  days  to  at  least  provide  a  greater  incentive  to  hold 
to  that  normal  crop  acreage  ? 

I  suppose  the  next  question  is  this.  Would  you  agree  that  action  to 
hold  to  the  normal  crop  acreage  is  probably  the  most  critical  conserva- 
tion question  that  will  be  facing  the  Great  Plains  in  the  next  12 
months  i 

I  would  like  for  each  of  you  to  comment  on  that. 

Mr,  KuYKENDALL.  I  agree  with  you  100  percent  on  everything  you 
have  said.  It  is  a  great  danger  that  we  are  facing.  It  is  a  shame  that  the 
bureaucracy  cannot  act  fast  enough  and  anticipate  these  things  to  pre- 
pare programs  ahead  instead  of  reacting  after  it  is  too  late. 

As  I  say,  that  is  one  of  the  advantages  of  the  Great  Plains  program, 
that  is,  to  try  to  encourage  lusting  programs  and  reverting  tlie  mar- 
ginal cropland  back  to  grass. 

I  know  in  Texas,  particularly,  that  we  do  have  areas  that  T  am 
sure  farmers  have  plowed  up  in  the  past  year  and  will  plow  up  in 
the  months  ahead.  Tliese  are  lands  that  never  should  have  l)ecn  plowed 
up.  I  fear  it  is  too  late  for  a  program  to  be  put  into  effect  with  regard 
to  that.  But  there  should  be  something  that  should  be  done  to  slow  this 
down. 

Mr.  Gradmann.  I  concur  with  Mr.  Kuykendall,  Mr.  English,  on 
that. 

Mr,  Dion.  I  am  from  Montana.  We  have  a  large  State  out  there.  The 
wind  blows  quite  a  bit.  In  the  eastern  part  of  Montana  it  has  been 
broken  up  into  marginal  land.  That  never  should  have  been  broken  up. 
It  was  one  time  anil  they  seeded  it  back  to  grass.  They  are  breaking  up 
thousands  of  acres. 

I  think  if  we  can  get  this  piogiam  back  in  with  the  better  cattle 
prices  that  we  can  got  some  of  this  land  back  to  grass.  If  we  do  not, 
and  if  there  are  some  dry  years,  we  will  have  a  real  disaster  like  in 
the  thirties. 

I  personally  have  completed  a  Great  Plains  contract.  This  is  pretty 
flat  ground  where  I  am.  This  is  the  best  method  of  getting  a  complete 
conservation  program  on  a  farm.  It  does  a  complete  job.  We  have  the 
ASCS  technical  assistance.  Wo  have  good  range  management.  This  is  a 
real  good  program. 

Mr.  Kdykendall.  I  have  one  further  thought 
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It  looks  to  me  like  the  ASOS  directors  and  the  Department  of 
Agriculture  could  warn  these  farmers  that  they  are  not  going  to  be 
able  to  collect  disaster  payments  and  insurance  payments  if  they  plow 
up  the  land  that  should  not  have  been  plowed  up  in  the  first  place. 
There  could  be  some  way  you  could  work  that  in. 

Mr.  Engush.  I  believe  at  least  for  the  coming  year  that  the  way  the 
law  is  written  they  do  not  have  the  authority  to  take  that  kind  of 
action. 

The  main  thing  that  we  are  faced  with  evidentally,  as  I  understand 
it,  is  that  the  Department  does  not  have  authority,  at  the  present  time, 
to  even  require  farmers  to  hold  to  the  normal  crop  acreage. 

There  is  no  set-aside  and  once  the  Department  declared  there  was 
no  set  aside,  it  is  a  free-for-all.  It  is  a  wide  open  turkey  shoot.  Any- 
body can  do  anything  they  want  to  and  they  will  still  collect  the 
target  price  on  wheat  in  the  neighborhood  of  $3.07  or  $3.12.  You  know 
as  well  as  I  do  what  that  means.  You  can  come  up  with  all  kinds  of 
ideaa. 

Mr.  Chairman,  given  what  we  have  heard  this  morning,  and  even 
the  testimony  from  the  Department,  I  would  like  to  move  that  we 
advise  the  chairman  of  the  full  committee,  as  well  as  the  full  commit- 
tee itself,  as  to  the  testimony  we  have  heard  this  morning  and  the 
importance  to  conservation  for  some  kind  of  action  to  take  place 
within  the  next  30  days  to  try  to  get  farmers  to  hold  to  the  norma!  crop 


months,  that  we  will  be  facing  insofar  as  conservation  is  concerned. 
We  could  be  turning  back  the  clock  10  years,  unless  we  are  able  to 
move,  and  move  quickly. 

Mr.  JoNEfl  of  Tennessee.  Are  you  suggesting  we  might  advise  the 
chairman  of  the  full  committee,  or  should  we  ask  him  to  advise  the 
Secretary! 

Mr.  English.  It  appears  that  the  Secretary  is  aware  of  this,  given 
the  testimony  of  the  Department.  I  just  think  it  is  important  that 
the  members  of  the  full  committee,  and  certainly  the  chairman  of  the 
full  committee,  be  aware  of  how  critical  this  thing  appears  to  be. 

Mr.  Jones  of  Tennessee.  There  has  been  good  evidence  here  this 
morning. 

Are  there  any  objections  to  that  kind  of  thing! 

If  not,  I  will  say  that  we  unanimously  agree  to  that.  We  will  direct 
staff  to  prepare  a  letter  to  the  chairman  of  the  full  committee  and  let 
him  get  with  the  Secretary. 

Mr.  English.  I  wonder  if  we  could  also  give  copies  to  the  members 
of  the  full  committee  so  they  can  be  advised  as  well. 

Mr.  Jones  of  Tennessee.  Yes,  without  a  doubt. 

Mr.  English.  I  thank  you,  Mr.  Chairman,  and  these  witnesses. 

Mr.  .Tones  of  Tennessee.  Mr.  Hnnce  ? 

Mr.  Hanoe.  Thank  you,  Mr.  Chairman. 

I  apologize  I  was  not  here  earlier.  I  thought  the  gentleman  were 
going  to  appear  this  afternoon.  I  have  been  at  the  full  committee 
where  we  are  marking  up  a  gasohol  bill.  The  com  farmers  in  my 
district  are  interested  in  that. 
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Mr.  Kuykendall,  I  appreciate  your  being  here.  You  do  not  live  in 
ray  district,  but  I  appreciate  your  presence.  I  am  familiar  with  your 
work  with  the  Soil  Conservation  people  there  in  Texas. 

I  think  something  that  would  be  interesting  to  me  and  to  the  other 
members  of  the  subcommittee  and  the  staff  members  would  be  this. 
I  would  like  for  vou  to  explain  a  little  bit  about  your  participation 
in  the  program.  If  the  other  people  there  at  the  witness  table  have 
participated,  I  would  like  to  hear  from  them  as  well.  I  would  like 
to  know  how  much  acreage  has  been  turned  back  to  grass.  I  would 
like  for  all  of  you  to  go  through  that. 

Mr.  KuTKENDAix.  1  have  completed  the  Great  Plains  program  oij 
my  own  ranch.  I  have  about  5,000  acres.  Insofar  as  converting  mar- 
ginal land  to  grass  is  concerned,  I  have  actually  converted  approx- 
imately 100  acres  of  cropland  to  permanent  grass.  This  will  never  be 
returned  to  grazing  or  row  crops  or  any  crops,  insofar  as  I  am  con- 
cerned. It  will  remain  grass. 

I  have  concentrated  on  improving  my  pasture  and  my  range.  I  have 
received  cost-sharing  on  building  pipelines  to  better  distributing 
grazing  and  also  to  the  fields  that  1  nave  planted  in  grass.  I  have 
received  cost-sharing  on  brush  control  to  improve  the  oetter  water 
utilization. 

So  far  as  the  general  overall  picture  of  my  ranch  is  concerned,  the 
carrying  capacity,  insofar  as  cattle  is  concerned,  has  probably 
doubled. 

Mr.  Hance.  How  many  years  did  it  take  to  return  your  cropland 
to  grass  where  it  could  lie  utilized  for  grazing  purposes^ 

Mr.  KuTKENDALL.  Actually  about  1  year.  You  can  plant  the  ?eed  in 
the  spring  and  let  it  go  to  seed  in  the  fall.  After  that,  you  can  graze 
it.  We  are  a  little  bit  in  a  more  favorable  rainfall  position  than  they 
are  in  some  areas.  We  receive  about  25  or  26  inches  a  year. 

Mr.  Hance.  What  about  the  rest  of  you  ? 

Mr.  Meike.  1  am  from  Gaycee,  Wyo.  On  our  ranch  we  have  com- 
pleted the  Great  Plains  program.  I  do  not  know  whether  we  are  lucky 
or  not,  but  we  are  in  an  area  that  has  not  much  farming  on  account  of 
the  rainfall.  We  are  in  a  10-inch  to  12-inch  rain  belt,  so  we  will  not  be 
plagued  with  too  many  people  plowing  up  Innds  and  planting  crops 
because  it  is  not  feasible.  However,  we  have  done  a  lot  of  work  on  water 
impoundment  to  stop  erosion  and  some  brush  control. 

What  I  would  like  to  stress  is  the  wildlife  inci-ease  that  we  have  had 
on  our  ranch  since  we  have  been  in  our  Great  Plains  program.  Every 
water  impoundment  brings  a  few  ducks  in.  The  deer  population  is  up. 
I  think  probably  we  have  the  best  deer  hunting  in  the  State  of  Wyo- 
ming on  our  ranch.  We  have  approximately  250  to  300  hunters  coming 
to  our  ranch  every  fall.  Most  of  them  are  out -of -Staters,  We  own  or 
control  ftbout  35,000  acres,  but  that  is  still  quite  a  few  huntei's. 

Also,  I  would  say  between  60  and  70  percent  of  the  lnmtci"s  get  their 
game  and  are  satisfied  and  come  back  the  next  year. 

I  think  that  is  one  of  the  great  things  about  our  aiea.  The  water 
impoundments  scatter  the  game  out  and  gets  them  out  away  from  the 
river  bottoms  and  back  out  into  the  hilts.  It  lias  really  increased  the 
wildlife  capacity  of  our  country. 

Sir.  Gradmann.  In  response  to  your  question.  Congressman,  we  have 
returned  approximately  300  acres  back  to  grass.  Our  operation  is 
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diversified.  We  raise  cotton,  wheat,  cattle,  and  alfalfa.  We  took  our 
marginal  land  and  converted  it  back  to  grass.  On  the  land  that  we 
cultivated,  we  have  the  complete  terrace  and  waterway  system  on  our 
entire  operation. 

We  have  established  needed  reservoirs  in  our  pasture  lands.  As  Mr. 
Meike  said,  you  would  be  surprised  the  way  it  has  increased  wildlife, 
Recently  the  Oklahoma  Wildlife  Federation  designated  our  home 
place  as  the  dove  hunting  capital  of  Oklahoma.  This  really  all  came 
by  accident  just  from  the  reservoirs  that  we  built  next  to  the  water 
that  runs  through  our  farm. 

In  our  immediate  area  we  probably  will  not  see  much  of  the  marginal 
land  to  be  plowed  up  and  returned  back  to  farmland.  It  is  something, 
however,  that  we  are  concerned  about. 

I  never  cease  to  be  amazed  at  the  cooperators  that  whenever  they  sign 
a  10-year  contract  under  the  GP  program  how  they  work  toward  ttie 
deadlines.  It  is  like  meeting  a  note  at  the  bank.  They  become  very  con- 
scious and  dedicated  to  it. 

Mr.  Dion.  I  have  a  Great  Plains  contract  in  Montana.  We  have  a 
9,000-acre  diversified  ranch.  Some  of  the  land  is  kind  of  hilly,  so  we 
have  to  treat  it  with  tender  care  and  make  sure  that  we  have  enough 
stubble  mulch  which  goes  along  with  the  program.  I  have  reseeded 
about  1,000  acres  of  land  that  had  been  overgrazed  when  I  bought  the 
place  in  three  different  pastures.  It  has  really  made  the  production 
double  about  to  three  times  what  it  was  earlier. 

I  also  have  a  pipeline  for  better  watering  so  they  do  not  have  to 
travel  so  far.  I  have  some  pits.  I  have  developed  some  irrigated  land 
with  this  propram  also. 

Like  Mr.  Meike  says,  I  have  noticed  the  increase  in  the  wildlife  be- 
cause it  is  a  better  habitat  with  better  cover.  You  learn  to  use  a  little 
grass,  leave  some,  and  use  some.  I  think  the  education  that  goes  along 
with  this  program  is  very  important.  You  get  people  to  sign  up  for 
the  Great  Plains  program.  They  go  through  a  contract.  They  are  good 
conservationists  after  that. 

Mr.  Hance.  Gentlemen,  I  want  to  thank  you. 

Mr.  Jones  of  Tennessee.  Mr,  Marlenee? 

Mr.  Marlrnee.  Thank  you,  Mr.  Chairman. 

Let  me  welcome  my  constituent  from  Montana.  He  is  from  my  dis- 
trict. I  am  very  familiar  with  the  area.  I  know  that  Mr.  Dion  runs  one 
of  the  best  operations  going  up  in  that  country. 

One  of  the  most  valuable  aspects  of  the  Great  Plains  conservation 
program  is  that  it  is  ongoing.  We  do  have  contracts.  There  is  continu- 
ing improvement  and  incentive  for  continuing  that  improvement,  not 
just  for  the  next  year.  It  is  not  an  in  and  out  proposition.  We  do  not 
spend  a  huge  amount  of  money  1  year,  let  us  say,  for  stripping  or 
stubble  mulch  or  something  like  that,  but  we  have  the  education  and 
the  ongoing  direction,  I  do  not  know  if  any  of  you  have  addressed  that 
problem,  but  I  would  like  comments  in  that  regard,  if  you  have  any. 

Mr.  Kdykendall.  The  number  of  contracts  in  the  State,  or  overall? 

Mr.  Marlenee.  Give  me  your  general  perception  of  that  concept. 

Mr.  Dion.  In  Montana  we  have  56  counties  and  39  are  perved  by  the 
GP.  At  present,  we  fijrure  that  there  are  25  million  acres  that  originally 
should  be  covered.  We  are  about  half  done  with  that.  There  are  18 
million  acres  to  do  yet.  This  could  be  contracted  for. 
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Mr.  Mari^enee.  What  are  the  temis  of  these  contracts?  How  long 
are  theyt 

Mr.  Dion.  They  are  from  3  years  to  10  years. 

Mr.  Marlenee.  I  see. 

Mr.  KuTKENDAU-  A  lot  of  statistics  were  given  earlier.  It  all  boils 
down  to  this.  I  think  we  have  completed  treatment  on  probably  105 
million  acres  in  the  United  States,  There  are  probably  75  million  more 
that  need  to  be  treated  in  what  you  might  call  critical  areas  in  the 
Great  Plains  and  other  type  areas  like  the  Great  Plains. 

Therefore,  we  are  a  long  way  from  being  through.  As  you  say,  Mr. 
Marlenee,  it  is  a  continuing  process.  We  get  new  people  coming  into  an 
area.  They  do  not  realize  the  dangers  that  the  natives  saw.  They  are 
more  liable  to  plow  up  these  areas.  We  have  to  keep  educating  people 
to  the  dangers.  It  is  a  continuing  process. 

Mr.  Marlenee.  Thank  you,  Mr.  Chairman. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Marlenee. 

Are  there  any  other  questions  or  comments? 

If  not,  gentlemen,  we  thank  you  for  being  here.  We  hope  to  meet 
your  travel  plans.  We  appreciate  the  work  that  you  are  doing  with  the 
conservation  program.  I  think  every  member  of  tliis  subcommittee  is  in 
total  agreement  tnat  the  Great  Plains  program  has  been  a  great  success 
in  the  23  years  it  has  been  operating.  We  appreciate  the  recommenda- 
tions that  you  have  made  to  us. 

Mr.  KuTKENDALL.  Let  me  say  one  thing.  It  is  often  asked :  How  does 
the  public  benefit  from  these  cost-sharing  programs  ? 

Everyone  who  sees  it,  I  think,  becomes  aware  that  these  conservation 
practices  do  reduce  the  sediment  that  goes  into  water  supplies  and  res- 
ervoirs. It  does  improve  the  quality  of  the  water  and  the  air  and  the 
whole  economy  of  any  area  that  has  a  good  conservation  program.  It  is 
more  stable.  It  is  more  prosperous.  The  general  public,  then,  will  have 
a  cheaper  and  more  dependable  supply  of  nutritious  food  in  the  years 
aliead.  Of  course,  the  tax  base  is  protected. 

So  overall,  conservatitm  is  wise  use  of  these  resources  that  we  have 
and  the  management  of  them  in  a  way  that  will  be  of  benefit  to  the  peo- 
ple in  the  future.  That  is  all  we  are  concerned  about,  that  is,  making 
this  a  better  world  to  live  in. 

Mr.  Jones  of  Tennessee,  Thank  you.  We  appreciate  that. 

The  subcommittee  will  now  stand  in  recess  until  2  o'clock. 

[Kecess  taken.] 

AFTERNOON  SESSION 

Mr.  Bedell  [acting  chairmui].  The  subcommittee  will  come  to 
order. 

Our  first  witness  this  afternoon  is  our  colleague,  Mr.  de  la  Garza 
from  Texas.  We  appreciate  his  being  before  us. 

STATEUENT  OF  HOU.  E  de  la  OAKZA,  A  REPRESENTATIVE  IN 
CONGRESS  FROH  TEE  STATE  OF  TEXAS 

Mr.  DE  LA  Garza.  Thank  you,  Mr,  Chairman. 

First,  let  me  apologize  for  not  being  here  this  morning.  As  you 
know,  I  was  occupied  elsewhere,  presiding  over  the  full  Agriculture 
Committee. 
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I  have  a  prepared  statement.  I  am  cosponsor  of  this  legislation,  and 
therefore,  of  course,  I  sponsor  it  without  reservation.  1  know  witnesses 
from  the  area  and  from  several  organizations  will  appear  later  to 
present  more  in-depth  testimony.  I  would  like  to  accent  the  need  for 
the  continuation  of  this  legislation. 

There  is  an  interest  in  my  area  for  expansion  at  the  discretion  of  the 
Secretary  for  counties  that  might  qualify.  This  is  very  important  to 
my  area  of  Texas  in  that  the  exact  same  situation  exists  in  counties 
that  are  not  now  covered  by  the  Great  Plains  program  and  which  have 
not  only  the  desire  but  the  need  to  participate  in  this  endeavor. 

I  would  hope  that  the  final  legislation  keeps  this  proviso  so  that  at 
the  discretion  of  the  Secretary  they  would  allow  adjacent  or  contigu- 
ous counties  to  qualify  for  participation  in  the  program. 

With  that,  Mr.  Chairman,  1  would  leave  my  prepared  text.  Thank 
you  for  your  kindness  in  allowing  me  to  start  your  afternoon  session 
this  afternoon. 

Mr.  Bedell.  Thank  you. 

Without  objection,  your  written  testimony  will  be  inserted  in  the 
record  at  this  point. 

[The  prepared  statement  of  Mr.  de  la  Garza  follows:] 

Stateuent  of  Hon.  E  de  i. 

Thank  you,  Mr.  Chairman,  and  Members  of  the  Subcommittee. 

T06&7  I  come  belore  you  to  discuss  H.R.  878fl,  the  extension  o(  the  Great 
Plaius  Conservation  Program. 

A  hundred  years  ago  people  were  moving  into  the  Greet  Plains  area  in  order 
that  they  could  secure  a  part  of  the  most  valuable  and  unique  asset,  laud. 

The  first  settlers  were  ranchers  whose  cattle  grazed  from  the  Dakotas  to 
Texas,  Then  came  the  farmers  with  their  strong  backs  and  plows.  They  cut  the 
fibrous  sod  in  strips  and  used  it  to  build  their  homes. 

For  the  most  part,  the  land  was  not  very  well  landscaped  for  these  settlei-s. 
The  trees  and  easy  shelters  were  missing.  The  land  yearned  for  water. 

But  to  many  the  Great  Plains  was  a  dream  come  true.  Free  land  for  the  home- 
steading. 

At  first,  the  farmers  prospered.  And  as  they  prospered,  they  ripped  up  more 
and  more  land,  planted  mora  whpgt  and  cntton.  It  wasn't  long  before  they  dis- 
covered that  farming  the  plains  was  different  from  farming  in  the  east. 

More  settlers  soon  found  that  much  of  the  semiarld  land  couldn't  sustain  con- 
tinuous cropping. 

Periodic  droughts  were  economically  disastrous  to  the  people  and  the  land 
suffered. 

The  delicate  soli,  without  the  protective  cover  of  grass,  eroded  In  the  sllgbtetit 

Later  In  the  early  l&30'a  nature  came  up  with  the  worst  drought  in  history 
and  50-mlle-an-bour  winds  swept  the  area. 

Gigantic  clouds  of  dust  and  dirt  literally  blacked  out  the  Sun  dtiring  mid 
afternoon. 

This,  as  you  all  well  know,  was  the  Dust  Bowl  that  triggered  the  greatest 
regional  out-mlgration  the  country  had  ever  seen. 

Following  another  drought  In  the  1960's.  It  was  obvious  that  this  high  risk 
farming  area  needed  a  conservation  program  of  Its  own.  And,  as  you  well  know, 
the  program  became  a  reality  In  1966. 

Practices  such  as :  converting  cropland  to  graqs,  developing  field  strip.«roppIug, 
building  terraces,  diversions,  fences,  and  adeqnate  stock  water  systems.  More 
than  30  conservation  practices  are  Included  In  the  program,  all  designed  to  protect 
soil  and  water  and  lessen  the  Impact  of  dronght. 

This  blgh-rlsk  agricultural  area,  stretching  from  the  Dakotas  to  Texas,  Is 
invaluable  to  our  future.  From  this  area  we  get  60  percent  of  our  wheat  and 
30  percent  of  our  beef  cattle. 
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It  Is  trnlr  the  bread  basket  of  tbe  nation. 

I  commend  you,  Mr.  Cbairman.  and  the  rest  of  the  Members  of  the  Subcom- 
mittee for  taking  up  consideration  of  this  very  important  piece  of  le^slation 
which  I  hope  will  receive  favorable  consideration  in  the  Subcommittee. 

ily  hill  would ; 

(1)  Extend  the  program  at  least  to  September  30,  1987.  This  date  is  chosen 
t>ecause  the  Soil  and  Water  Rexources  Conservation  Act  (HCA)  requires  the 
Secretary  of  Agriculture  to  review  all  conservation  programs  and  submit  an 
appraisal,  policy  statement,  and  program  to  Congress  in  January,  1980.  This 
will  give  Congress  time  to  consider  the  recommendations  of  the  Administration 
Id  conjunction  with  reanthorisatlon  legislation  for  Great  Plains  during  1986 
or  1986. 

(2)  Remove  tbe  S2S  million  annual  funding  limitation. 

(3)  Remove  tbe  $300  million  total  program  funding  limitation. 

(4)  Give  authority  to  the  Secretary  of  Agriculture  to  expand  the  program  to 
other  counties  and  other  states  not  presently  in  the  GPCP  Program  area. 

My  District  Is  not  coverid  by  the  GPCP  which,  in  fact,  stops  In  the  middle 
western  part  of  the  state.  I  have  a  few  counties  In  my  District  wblch  I  am  sure 
would  qualify  while  on  the  other  hand  there  are  several  other  counties  wtilch 
would  not  qualify.  It  is  important  that  we  continue  to  implement  this  great  pro- 
gram and  afford  other  problem  areas  the  opportunity  to  become  part  of  this 
successful  experiment. 

Therefore,  In  response  to  current  and  future  conservation  needs,  I  urge  your 
favorable  consideration  of  this  very  Important  piece  of  legislation. 

Mr.  Bedell.  Mr.  Madigan? 

Mr.  Madigan.  Mr.  Chairman,  I  have  no  questions  of  the  witness. 
I  would  comment  that  the  gentleman  from  Texas,  Mr.  de  la  Garza, 
has  been  very  helpful  to  the  chairman  and  the  ranking  member  of  this 
subcommittee.  I  am  sure  the  subcommittee  will  be  very  much  interested 
in  anything  the  gentleman  from  Texas  supports. 

I  thank  you  for  coming. 

Mr.  DE  LA  Garza.  Let  me  say  this. 

I  very  much  enjoyed  my  service  on  this  subcommittee.  I  say  this 
in  no  other  way  except  as  factual  information  that  the  reason  I  left 
this  valuable  subcommittee  was  to  allow  one  of  our  younger  freshman 
colleagues  from  Texas  to  serve  on  it.  I  yielded  my  place  to  him.  It  was 
not  any  lack  of  desire  to  serve  on  the  subcommittee,  but  rather  to  allow 
a  younger  member  to  begin  his  career  in  gaining  expertise. 

Mr,  Bedell.  We  appreciate  your  cooperation  in  that  regard  Mr.  de 
la  Garza. 

Mr,  Jones,  do  you  have  any  comments  at  this  time? 

Mr.  Jones  of  "f ennessee.  No,  not  at  this  time. 

Mr.  Bedell.  Thank  you  very  much. 

We  will  call  our  next  witness,  Mr.  Robert  Koch,  president  of  the 
National  I..imestone  Institute. 

Mr.  Koch,  you  may  proceed. 

SIAIEHEin:  OF  BOBERT  H.  KOCH,  PRESIDENT,  HATIONAI 
LIMESTONE  IHSTITUTE,  IRC. 

Mr.  Koch.  Tliank  you,  Mr.  Chairman. 

Mr.  Chairman,  and  members  of  the  subcommittee,  you  are  to  be  cMi- 
gratulated  on  having  this  series  of  hearings.  All  too  few  of  our  peo- 
ple— including  many  of  your  colleagues  in  the  Congress^ — fully  under- 
stand the  value  of  our  soil  and  water. 

As  we  see  the  headlines  in  our  news  media  literally  screaming  about 
the  many  problems  besetting  no  only  our  Nation  but  the  world  as  we 
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face  up  to  the  current  serious  problems  on  energy  and  inflation,  all 
too  many  of  us  fail  to  realize  several  fundamental  facts.  Not  only  are 
we  the  best  fed  and  best  clothed  Nation  on  the  face  of  the  Earth,  but 
our  people  spend  the  least  amount  of  hours  earning  these  essential 
features  of  life. 

And  why  is  this  so  ?  There  are  two  major  factors : 

First,  when  the  Congress  recognized  that  we  were  exploiting  and 
wasting  our  two  greatest  natural  resources — our  soil  and  water — they 
passed  the  landmark  legislation,  the  Soil  Conservation  and  Domestic 
Allotment  Act  of  1936. 

Second,  and  by  no  means  the  lesser,  is  the  outstanding  and  unusual 
efficiency  of  the  American  farmer. 

Every  month  we  see  the  cumulative  effects  of  these  two  significant 
factors  as  we  go  into  the  local  grocery  store  to  get  all  we  want  of  a 
great  variety  of  foodstuffs,  but  we  also  see  the  huge  surpluses  of  ag- 
ricultural products  shipped  overseas  to  help  offset  our  huge  expendi- 
tures for  foreign  oil. 

And  while  we  have  been  quietly  accomplishing  much  for  the  Ameri- 
can consumer  during  the  last  43  years,  we  have  been  losing  ground 
rapidly  during  the  last  25  years. 

As  you  know,  Mr.  Chairman,  it  was  my  privilege  to  begin  admin- 
istering what  was  then  known  as  the  AAA  in  my  home  county  in 
Massachusetts  in  1936.  And  after  5  years,  I  came  to  Washington  to  be 
in  charge  of  the  conservation  and  materials  section  for  the  nine  North- 
eastern States  where  I  stayed  for  another  5  years  before  coming  to 
this  position  in  1946. 

During  that  10-year  period,  I  literally  saw  the  whole  area  blossom 
as  millions  of  farmers  all  over  this  Nation  leaped  at  the  opportunity 
to  form  a  partnership  with  their  Government  to  build  up  the  soil. 

Let  me  give  you  an  illustration.  This  was  in  the  days  before  airplane 
travel,  and  as  we  drove  from  Washington  up  through  Maryland  and 
Peainsylvania  to  our  State  office  in  New  York  State  at  Ithaca,  we  saw 
acres  and  acres  converted  from  ordinary  timothy  and  other  grasses  to 
clovers  and  alfalfas. 

One  of  the  principal  reasons  why  the  Northeast — in  fact,  the  entire 
country — was  not  growing  more  legumes  was  because  the  soils  had 
become  too  acid. 

Let  me  remind  you  that  almost  every  land-grant  college  had  out- 
standing demonstration  plots  showing  the  advantage  of  growing 
legumes,  and  the  county  agricultural  agents  were  promoting  this  ana 
the  use  of  aglime  as  being  fundamental.  But  because  of  the  extreme 
economic  difficulties  facing  the  American  farmer,  the  use  of  aglime 
had  shrunk  to  only  1  million  tons  a  year  nationally. 

Under  the  impetus  of  the  partnership  arrangement  with  their  gov- 
ernment, the  farmers  increased  the  use  of  aglime  to  over  30  million 
tons  annuallv  in  the  1940's. 

And  may  I  add,  many  other  beneficial  practices  for  soil  improvement 
and  water  conservation  were  also  carried  out  during  this  period  under 
what  we  now  know  as  the  ACP,  agricultural  conservation  program. 

And  then  the  budget  balance  got  into  the  act.  As  surpluses  of  some 
farm  commodities  piled  up,  many  decided  the  ACP  was  to  blame.  Why 
should  the  Government  help  at  all  in  a  situation  where  surpluses  were 
becoming  a  problem  ? 
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First,  it  was  just  to  cut  the  funds  for  the  program,  wliicli  the 
Bureau  of  the  Budget,  later  to  be  named  Office  of  Maimfrement  and 
Budget,  did  exceedingly  well — and  still  does. 

Second.  ACP  opponents  seized  upon  the  terms  "long-range"  vereus 
"annual,"  et  cetera,  to  criticize  various  practices.  As  all  true  con- 
servationists know,  all  conservation  practices  eventually  enhance  pro- 
duction, whether  long  or  short  term. 

And  so  budget  balances  and  those  who  do  not  know  have  collabo- 
rated to  drastically  curtail  the  funding  for  this  partnership  arrange- 
ment Congress  authorized  in  1936.  Consetjuently,  instead  of  a  com- 
parable figure  to  the  $500  million  authorized  in  1936 — it  would  be 
$32  billion  adjusted  for  inflation  today— we  have  OSfB  i-econimend- 
ing  anywhere  from  zero  to  $125  million  a  year.  The  more  enlightened 
Members  of  Congi'e.ss  have  protested,  but  were  fighting  a  I'earguaid 
action,  and  so  the  funds  were  induced  to  $350  million.  $300  million, 
$275  million,  et  cetera,  until  today  they  stand  at  $1!)0  million. 

What  has  been  the  result  ?  Instead  of  millions  of  farmers  participat- 
ing^— and  that  means  hundi'eds  of  millions  of  acres — we  now  have 
only  a  few  hundred  thousand  farmers  participating.  And  Ix-cause  of 
inflation,  as  well  as  the  total  i-eduction  of  fimds  to  say  nothing  of 
flat  prohibition  of  certain  pitictices  by  administi-ators,  only  s>  paltry 
few  millions  of  acres  of  ci'opland  ai-e  still  being  ti-eated  with  proper 
long-  or  short-tenn  conservation  practices. 

Farmers  used  to  request  nearly  $1  billion  of  ACP  assistance,  which 
they  were  willing  to  match  with  their  own  money.  But  as  comity 
committees  were  forced  to  only  allocate  as  little  as  $20  or  $30  per 
farm  of  ACP  assistance  due  to  drastically  curtailed  nufliorizations 
by  Congress,  farmers  gave  up  in  disgust,  and  millions  rarely  ever  go 
to  the  ASCS  county  offices  today. 

Today,  when  nearly  ever>-one  understands  that  our  balauce-of- 
paymentfi  deficit  would  be  $25  billion  to  $350  billion  more  each  year 
if  we  had  no  agricultural  surpluses  to  sell  ovei-seas,  you  would  think 
all  would  want  to  protect  the  plant — soil  and  water — that  is  respon- 
sible for  this. 

Most,  of  course,  do  not  realize  that,  in  the  $25  billion  to  $30  billion 
of  farm  crops  we  are  shipping,  much  of  our  natural  resources  are 
going  overseas  and  have  to  be  replaced. 

I,  for  one,  am  delighted,  in:  Chairman,  that  you  have  decided 
on  the^e  national  hearings  to  focus  attention  on  the  serious  drain 
on  one  of  our  Nations  greatest  assets — our  ability  to  produce  not  only 
the  highest  standard  of  living  for  our  people,  but  substantial  sur- 
pluses for  sale  overseas.  If  you,  Mr.  Chairman,  and  your  colleagues 
ao  not  reverse  the  trend  in  the  last  25  years  and  restoiT  the  literally 
fantastic  conservation  effort  from  1936  to  1956,  future  generations 
will  pay  a  very  high  price  for  our  neglect. 

What  do  I  suggest  ?  As  I  visit  with  farmers  in  all  50  States,  I  am 
impressed  with  their  willingness  to  carry  out  basic  conservation  prac- 
tices. But  they  are  dismayed  when  they  get  the  impression  the  rest  of 
the  Nation  expects  them  to  do  the  total  job. 

They  want : 

One,  more  cost-sharing  funds  which  tliey  will  gladly  match : 

Two,  they  believe  there  has  been  too  much  power  given  to  Washing- 
ton bureaucrats  to  decide  what  is  best  for  their  area  rather  than  leaving 
it  up  to  the  county  committees  whom  they  elect ;  and, 
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Three,  they  are  appalled  with  the  proliferation  of  Government 
agencies  in  tlie  conservation  area.  The  latest  effort  to  set  up  a  dupli- 
cate cost-sharing  agency  in  connection  with  the  Clean  Water  Act 
when  ASCS  is  already  in  existence  in  every  one  of  the  3,000  counties 
seems  like  a  prime  example  of  congressional  mismanagement.  Farmers 
cannot  understand  why  they  cannot  go  to  one  place  to  get  information 
on  the  Federal  conservation  programs  availaole  to  their  farms. 

So,  Mr.  Chairman,  in  conclusion,  let  me  again  congratulate  you  on 
holding  these  hearings  to  ascertain  firsthand  what  fanners  of  this  Na- 
tion thinlc  about  our  total  national  conservation  effort. 

Whatever  program  you  tinally  come  up  with,  I  hope  its  effectiveness 
in  accomplishing  the  necessary  soil  and  water  conservation  needed  in 
the  Nation  and  the  efficiency  of  the  Government  administration  of  it 
can  match  the  effectiveness  and  efficiency  already  demonstrated  by  the 
Nation's  farmers  iit  meeting  our  annual  requirement  of  food  and  fiber. 

Let  me  mention  a  few  things.  You  and  I  had  the  privilege  of  address- 
ing the  NASCo  convention  in  Memphis.  If  you  will  recall,  some  of  the 
thmgs  which  you  heard  this  morning  about  the  types  of  practices  that 
should  be  completed  were  touched  on  at  that  conference. 

When  I  spoke  with  the  thousand  delegates  in  Memphis  and  men- 
tioned that  it  seemed  to  me  that  some  of  the  praotices  had  been  cut  out 
due  to  the  so-called  reorientation,  or  the  different  direction  in  which 
the  program  was  supposed  to  go,  and  when  I  said  that  the  county  com- 
mittees ought  to  have  more  to  say  as  to  what  kind  of  conservation 
practices  were  carried  out,  I  got  the  unanimous  vote  of  applause  from 
the  group. 

I  was  a  little  bit  disturbed  as  I  sat  here  this  morning  to  hear  people 
talk  about  conservation.  No  one  in  the  country  is  opp<»ed  to  conserva- 
tion. We  have  a  lot  of  rhetoric  about  conservation  and  what  it  means. 

I  submit,  Mr.  Chairman,  that  I  do  not  know  of  any  nation  that  has 
ever  done  anything  like  we  have  done  of  organizing  all  the  farmers 
through  9,000  county  committeemen  and  community  committeemen 
into  a  force  to  participate  in  doing  something  about  the  soil  depletion 
which  was  in  such  terrible  shape  when  this  act  of  Congress  was  passed 
in  1986. 

I  submit  that  all  the  nice  things  that  were  said  this  morning,  if  we 
are  not  too  careful,  will  wind  up  on  just  demonstration  farms  or  on 
some  key  farms.  The  saying  that  disturbs  me  to  no  end  since  I  have 
watched  it  since  1936  is  that  we  used  to  have  millions  of  farmers  par- 
ticipating in  this  partnership  arrangement  with  the  Government 
There  were  hundreds  of  millions  of  acres  of  land  participating  each 
year. 

What  do  we  have  today !  We  are  under  a  million  farms  already.  liOts 
of  areas  have  lese  than  10  percent  to  20  percent  of  the  farmers  who 
participate. 

While  all  of  the  things  that  have  been  talked  about  here  this  morn- 
ing are  excellent  and  good,  I  would  hope  that  as  we  address  this  prob- 
lem for  the  future  that  we  would  buila  on  tl-e  type  of  program,  or  an 
approach  that  was  organized  in  1936  of  bringing  into  real  effect  a 
great  many  farmers  and  not  just  a  few  outstanding  farmers. 

Our  soil  conservation  and  water  conservation  problems  r>.m  at  every 
area  of  the  Nation  almost.  I  know  of  no  Government  agency  that  ac- 
complishes as  much  for  the  taxpayer  as  the  ASCS  county  committee 
em  does  in  this  Nation  today. 
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I  hope  that  as  we  come  up  with  new  programs  that  we  do  not  come 
up  with  cost-sharing  programs  that  set  up  another  bureaucracy  so 
that  farmers  have  to  m  to  two  or  three  different  places.  I  hope  that  all 
can  be  kept  together.  I  am  not  saying  that  the  ASCS  program  or  the 
community  system  is  perfect.  You  served  on  it,  Mr.  Chairman.  You 
know  how  it  can  be  improved.  I  know  also. 

It  seems  to  me  that  this  idea  of  enlisting  as  many  farmers  as  possible 
in  the  total  effort  is  something  that  was  well  thought  out  and  started  in 
1936. 1  think  we  really  have  not  done  a  good  job  in  the  last  few  years  as 
we  did  in  the  early  1940's  and  1950's. 

I  think  we  ought  to  go  back  and,  however  you  call  it,  put  it  together. 
We  should  enlist  the  largest  possible  number  of  farmer.  They  have 
shown,  by  the  way,  as  I  am  sure  you  know,  that  is,  they  have  agreed 
to  match  billions  of  dollars  under  the  ACP. 

As  I  said  a  moment  ago,  the  budget  balancers  saw  to  it  that  we  had 
the  ACP  cut  way  back.  The  $500  million  we  had  in  1936  sho\ild  be 
billions  of  dollars  by  comparison  in  terms  of  inflation  or  the  national 
budget. 

If  we  could  get  a  more  realistic  cost-sharing  program  going  and 
get  as  many  farmers  as  possible  participating,  I  think  that  is  the  cheap- 
est way  of  bringing  about  this  basic  conservation  job  which  I  think,  I 
know — and  you  know,  too — should  be  done.  We  have  done  the  best 
job  of  any  nation  in  the  world,  but  we  have  slipped  in  the  last  few 
years. 

These  hearings  are  important.  You  are  listening  to  farmei"S  over 
the  country.  Yon  are  bringing  into  focus  this  issue,  t  think  we  need  it 
badly. 

Thank  you,  Mr,  Chairman. 

Mr.  JoNEB.  of  Tennessee.  Thank  you  very  much  for  a  fine  statement. 
We  appreciate  the  wisdom  and  the  cooperation  that  you  have  always 
offered  this  subcommittee.  We  appreciate  very  much  your  stand  on  the 
issues. 

Let  me  say  this.  I  know  of  no  man  who  i-eprosents  a  position  in  Gov- 
ernment or  outside  of  Government  who  is  a  greater  conservationist 
than  you.  I  have  always  appreciated  your  company  and  the  fact  that 
vou  are  around  to  give  support  to  such  fine  programs  and  issues  we  are 
discussing  today. 

Are  there  any  questions  by  membei-s  of  the  subcommittee?  Mr. 
Madigan? 

Mr.  Mauigan.  I  have  no  questions,  Mr,  Chaiiman. 

I  would  like  to  reiterate  what  the  chairman  said,  Mv,  Koch.  Your 
reputation  is  very  well  known  and  you  are  held  in  the  highest  regard 
by  members  of  this  subcommittee. 

We  believe  that  you  have  some  friends  in  the  administration.  I  hope 
you  will  talk  with  them  as  well,  because  we  do  not  think  the  Congress 
of  the  United  States  wants  to  cwt  funding  of  agricultural  conservation 
prc^ams.  We  are  concerned  that  we  miglit  need  the  help  of  people  like 
yourself  in  trying  to  deal  with  the  White  House.  Tliank  you, 

Mr.  Jones  of  Tennessee.  We  thank  you  for  your  testimony. 

We  do  intend  to  have  more  hearings  here  and  across  the  connti^. 

Our  next  witnesses  consists  of  a  panel  of  membei-s  of  the  National 
Association  of  Farmer-Elected  Committeemen, 

We  have  Nelson  Hundstnd,  president ;  Mr.  Billy  League,  vice  presi- 
dent; and  Lawrence  Hughes  of  the  Tennessee  Association  of  Farmer- 
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Elected  Committeemen.  Mr.  Hughes,  a  farmer,  is  a  constituent  of  mine. 

Gentlemen,  you  are  welcome.  We  are  glad  that  you  would  take  time 
out  to  be  with  us  today. 

You  may  proceed. 

STATEHENT    OF    BEISOH    Enin>STAII,    FSESniEKT,    NATIONAL 
ASSOCIATION  OF  PASHER-ELECTED  COUHITTEEHEN 

Mr.  HuNSTAn.  Thank  you,  Mr.  Chairman. 

First  of  all,  let  me  say  that  we  certainly  appreciate  the  opportunity 
to  be  here  and  to  appear  before  the  subcomnnittee. 

I  would  have  to  say  that  more  than  baing  able  to  appear  before  your 
subcommittee  we  appreciate  the  opportunity  and  the  knowledge  that 
we  have  somebody  who  recognizes  in  Congress — and  I  am  not  suggest- 
ing that  you  are  the  only  people  who  do — ^But  that  we  have  some  people 
who  really  recognize  the  seriousness  of  conservation  in  our  country. 

I  cannot  help  out  think  that  our  energy  crunch  that  we  are  experi- 
encing at  the  present  time  will  probably  look  like  a  Sunday  schoof  pic- 
nic alongside  what  it  would  be  like  if  we  were  not  able  to  raise  the  food 
and  the  fibers  that  we  need  to  sustain  life  in  our  country. 

I  really  appreciate  this  opportunity  and  the  fact  that  you  people 
are  concerned  about  this. 

I  sometimes  worry  that  maybe  people  do  not  recognize  the  serious- 
ness of  this  situation.  It  is  a  duty  of  all  the  people  in  tne  United  States, 
in  my  thinking,  to  contribute  toward  the  conservation  of  our  lands. 
It  is  probably  as  important  to  nonfarmers  as  it  is  to  fanners;  maybe 
even  more  so. 

The  partnership  arrangement  that  we  have  had  through  ACP  is  a 
reasonable  approach.  It  is  going  to  be  important  for  our  entire  popu- 
lation someday. 

Before  this  panel  retires,  I  would  like  to  have  an  opportunity  to 
say  a  few  more  words,  but  before  I  do,  let  me  introduce  the  people 
here  with  me. 

1  suppose  we  are  a  little  remiss  here.  I  am  Nelson  Hundstad.  I  live 
and  farm  near  Aberdeen,  S.  Dak.,  which  is  located  in  Northeastern 
South  Dakota  in  the  James  River  Valley.  At  present,  I  am  president  of 
the  National  Association  of  Farmer-Elected  Committeemen  and  have 
served  23  years  on  the  Brown  County  ASC  Committee. 

With  me  today  is  the  vice  president,  Mr,  Bill  League  from  Alabama 
and  Mr,  Lawrence  Hughes  of  Tennessee,  He  is  the  president  of  the 
Tennessee  Association  of  Committeemen.  Let  me  introduce  him  first 
and  let  him  say  a  few  words. 

I  would  ask  that  my  prepared  remarks  be  placed  in  the  record. 

Mr.  Jones  of  Tennessee,  Thank  you. 

Without  objection,  they  will  be  placed  in  the  record  at  this  point. 

[The  prepared  statement  of  Mr.  Hundstad  follows:] 


Mr.  Chairman  and  members  of  the  aubcommittee,  my  name  Is  Nelson  Hnndstad. 
I  liTe  and  farm  near  Aberdeen.  S.  Dak.,  whlcb  Is  located  in  Northeastern  South 
Dikota  in  the  Janien  River  Valloy.  At  presrnt,  I  am  preaid-^t  of  the  Nntlonal 
AsfiodalioD  of  Farmer-Elected  Committeemen  and  have,  served  23  years  on  tbe 
Brown  Count?  ASC  Committee. 
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I  ElDcerelf  ai^reclate  the  opportunity  to  appear  hefore  yonr  sabcommlttee, 
bnt  even  more,  I  appreciate  the  fact  that  you  recognize  the  importance  of  a  good 
conservation  program. 

The  farmers  at  our  country  know  many  things  to  do  to  protect  the  soil  and 
water  of  our  country  and  are  wilUag  to  Invest  money  to  protect  the  productivity 
of  our  iandB  for  future  generations,  but  there  is  a  limit  to  how  much  they  can 
afford.  Is  It  not  as  important  to  the  millions  of  Americans  wlio  are  not  farmers 
to  stiare  in  the  coet  of  preserving  a  food  supply  for  future  generations? 

The  Soil  Conservation  and  Domestic  Allotment  Act  of  1S3S  has  been,  and 
continues  to  be,  a  tremendous  success,  administered  bv  the  Farmer-Elected 
County  and  Community  Committees,  Who  better  Imows  the  needs  of  our  farm 
and  ranch  lands  than  the  farmers  who  have  had  to  work  In  harmony  with 
mother  nature  in  order  to  survive.  There  are  two  big  problems  with  the  ACP, 

1,  The  lack  of  funds.  Farmers  have  demonstrated  over  and  over  their  willing- 
ness and  desire  to  carry  out  sound  conservation  practices  in  partnership  with  their 
sovenunent  by  aj^lying  to  their  county  committees  for  several  times  the  amount 
(if  money  available.  This  fact  baa  had  a  very  discouraging  efFect  on  many  fanners. 
1  t»elieve  that  there  should  be  some  kind  of  continuing  funding  so  farmere  would 
know  from  year-to-year  that  they  could  count  ou  some  flnanciai  assistance  to 
coDtinne  a  sound  conservation  program  of  their  farms. 

2.  A  greatly  reduced  and  changing  list  of  approved  practices  has  also  discour- 
aged many  farmers  and  their  elected  representatives  on  the  county  committees. 
ni«re  Is  constant  change  in  the  Hat  of  so-called  "approved"  practices  that  the 
county  committees  can  choose  from  In  preparing  their  county  conservation  pro- 
gram. I  do  not  believe  anyone  is  more  qualified  to  decide  what  is  a  good  conserva- 
tion practice  in  an  area  than  the  people  who  make  their  living  in  that  particular 
area. 

I  have  talked  about  the  successes  and  failures  of  our  ACP  program,  but  I  would 
like  to  r«nind  yon  that  conservation  is  not  somelhlng  that  you  do  once  and  then 
it  Is  finished.  Protecting  our  soil  and  water  is  a  continuing  and  clianging  battle 
wtiich  is  never  over. 

Anyone  who  lived  through  the  "dlrty-thirtles"  when  one  could  not  see  to  drive 
down  the  road  In  the  middle  of  the  day  because  of  dust  in  the  air  or  could  not 
drive  a  tractor  through  bis  fields  because  of  blow-outs,  will  never  again  become 
careless  with  his  conservation  program,  but  he  needs  your  help. 

Thank  you,  Mr.  Chairman  and  members  of  the  subcommittee. 

Mr.  Jones  of  Tennessee.  Mr.  Hughes,  we  are  delighted  to  have  you 
with  us  today. 
Plefise  proceed. 

STATEHEHT  OF  LAWKEHCE   HUGHES,   FRESISEHT,    TENNESSEE 
AS80CIATI0H  OF  FASHEB-ELECTED  COHUITTEEUEN 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

My  name  is  Lawrence  Hughes.  I  live  in  the  small  town  of  Arlington. 
Shelby  County,  west  Tennessee,  the  same  county  that  Memphis  is  in. 
I  am  proud  of  the  fact  that  the  Honorable  Ed  Jones  is  my  Representa- 
tive to  the  Congress  of  the  United  States.  I  consider  it  a  distinct  honor 
to  have  been  given  the  opportunity  to  address  this  subcommittee  today 
on  the  subject  of  soil  and  water  conservation  from  the  point  of  view  of 
tlie  farmer  and  the  farmer-elected  committees  of  the  ASOS ;  especially 
from  the  State  of  Tennessee.  As  their  president,  I  represent  over  1,000 
members  of  TAFEC,  a  member  of  the  National  Association  of  Farmer- 
Elected  Committeemen. 

It  seems  to  me,  Mr.  Chairman,  that  in  the  enactment  of  the  Clean 
Water  Act  by  the  Congress,  an  enormous  burden  has  been  placed  upon 
the  farmer  and  that  only  with  greatly  increased  funding  and  help 
throug;h  the  ASCS  system,  as  it  is  today,  can  this  country  ever  hope 
to  achieve  the  goal  of  controlling  the  staggering  loss  of  our  most 


ly  Google 


50 

precious  natural  resource,  our  soil.  In  the  western  part  of  niy  State,  as 
an  example,  the  average  yearly  loss  is  about  40  tons  per  acre.  Unac- 
ceptable? Of  course  it  is,  but  in  1979,  Shelby  County's  ACP  allocation 
was  $63,478,  whereas  in  1972,  it  was  $92,217.  Next  Tliursday,  my  com- 
mittee will  meet  and  will  have  to  reject  applications  for  ACP  because 
we  have  run  out  of  money. 

Funding  for  such  a  vast  undertaking  is  a  bullet  that  must  be  bitten, 
one  way  or  another,  whether  it  be  under  the  present  program  of  Gov- 
ernment/farmer partnerships,  export  taxes,  or  some  sort  of  tax-free 
bond  issues  similar  to  what  is  happening  in  some  areas  in  the  housing 
problem. 

I  do  not  know  what  the  solution  is,  but  I  do  know  that  whatever 
program  you  finally  enact,  the  ASCS  system  of  farmer-elected  com- 
mittees across  this  country  can  administer  it  efficiently  and  fairly. 

Thank  you  for  the  opportunity  you  have  afforded  me  to  make  this 
statement  to  the  committee. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr,  Hundstad. 

Mr.  Hdndstad.  Mr.  Chairman,  our  next  panelist  is  our  vice  presi- 
dent from  Alabama,  Mr.  Bill  League.  He  would  like  to  deliver  a  state- 
ment. 

Mr.  Jones  of  Tennessee.  Mr.  League,  we  are  pleased  to  have  you 
with  us  today.  Please  proceed. 

STATEMENT  OF  JOHN  W.  LEAOTJE,  VICE  FEESISENT,  NATIONAL 
ASSOCIATION  OF  FABHER-ELECTED  COHHIITEEUEN 

Mr.  League.  Thank  you,  Mr,  Chairman. 

My  name  is  John  W.  [Billy]  League,  260  Murphy  Hill  Road,  Toney, 
Ala. 

I  am  a  full-time  farmer  producing  about  1,200  acres  of  cotton  and  a 
small  acreage  of  soybeans.  I  have  served  as  president  of  the  Alabama 
Association  of  Farmer- Elected  Committeemen  since  1975  and  am  now 
serving  as  vice  president  of  the  National  Association  of  Farmer- 
Elected  Committeemen. 

I  represent  the  officers  and  membership  of  the  National  Association 
of  Farmer-Elected  Committeemen  with  43  organized  and  active 
States.  We  fully  expect  all  50  States  active  by  January  1980. 

Mr.  Chairman,  the  problem  of  inadequate  soil  conservation  is  a  very 
real  and  an  extremely  serious  one.  I  am  very  happy  to  see  you  and  this 
subcommittee  directing  your  attention  to  the  problem,  and  I  pledge 
the  support  of  the  National  Association  of  Farmer- Elected  Commit- 
teemen. 

We  will  furnish  all  the  information  needed  as  determined  by  the 
local  grassroots  ASCS  community  and  county  committeemen  who  are 
elected  by  the  farmers  in  their  respective  communities  and  counties 
from  all  the  3,000  counties  and  parishes  of  this  sreat  Nation. 

Mr.  Chairman,  in  order  for  bhe  citizens  of  this  Nation  to  have  clean 
water,  adequate  diet,  and  the  commodities  to  export  and  thus  continue 
to  offset  the  ever-increasing  balance  of  trade  deficit  and  help  check  in- 
flation, in  addition  to  proper  price  levels,  the  men  and  women  who  till 
the  soil  must  have  comprehensive  conservation  legislation. 
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The  basic  idea  of  the  Soil  Conservation  and  Domestic  Allotment  Act 
of  1936  is  sound  and  as  solid  as  a  rock.  Until  a  better  system  is  found,  it 
should  be  implemented  and  adequately  funded. 

Insofar  as  the  delivery  of  any  conservation  program,  tihere  will  never 
be  a  better  way  than  through  the  farmer-elected  community  and 
coanty  ASC  committees. 

The  ability  to  administer  programs,  determine  the  feasibility  of 
practices,  and  cost-share -rates  as  it  is  today  cannot  even  be  closely 
equated  by  any  other  group  or  agency  that  can  be  assembled  to  that  of 
ASCS-elected  community  and  county  committee  persons. 

These  people  who  live  and  work  on  the  farm  see  firsthand  what  an 
inch  or  more  rainfall  in  1  hour  can  do  to  the  land.  They  see  the  gullies 
that;  the  water  cuts  in  the  remotest  part  of  the  field,  farm,  and  com- 
mynity.  They  also  see  and  learn  from  their  neighbors  what  the  erosion 
is  doing  to  the  streams. 

I  guarantee  the  people  feel  sick  inside  to  see  the  muddy  water  run- 
ning. They  know  the  welfare  of  their  family  and  future  generations  of 
farm  people  snd,  indeed,  the  future  of  democracy — as  seen  by  the  com- 
mittee system  which  is  the  true^  form  of  democracy — and  the  future 
of  this,  the  greatest  Nation  on  Earth,  is  slowly  slipping  away. 

Mr.  Chairman,  by  all  yardsticks — the  Nation's  budget,  inflation, 
purchasing  power  of  the  dollar,  et  cetera^ — the  $500  million  author- 
ized in  1936  would  be  close  to  $30  billion  today. 

According  to  my  information,  EPA  is  funded  in  excess  of  $6  bil- 
lion annually  today— ACP  was  the  original  EPA. 

If  ACP  had  been,  and  was  now,  adequately  funded  a  great  portion 
of  EPA  would  not  be  in  existence  and  the  Clean  Water  Act  would  not 
have  been  nearly  as  necessary. 

Farmers  have  shown  they  will  carry  out  practices  such  as  cover 
crops,  contour  farming,  terraces,  planting  trees,  et  cetera,  if  done  in 
partnership  with  their  Government  by  applying  to  their  county  ASC 
committee  for  many  times  over  the  financial  assistance  available  in 
many  cases. 

AJthough  many  farmers  have  left  the  ASCS  office  in  disgust  because 
of  lack  of  funds,  many  practices  being  termed  "production"  or  "short 
term"  vereus  "conservation"  or  "long  term,"  they  will  return  if  we  can 
enact  and  fund  legislation  that  rectifies  this  situation. 

Farmers  should  be  treated  as  well  as  other  businessmen  from  the 
standpoint  of  tax  deductions  and  credits.  I  see  no  rea-son  why  a  terrace 

rem  or  other  major  conservation  measures  should  not  be  eligible 
investment  credit  and  a  faster  writeoff. 

The  soil  is  the  plant  that  produces  the  food,  fiber,  and  forestry 
products  for  the  Nation,  just  as  GM  plants  produce  trucks,  et  cetera, 
and  IBM  computers. 

The  idea  of  a  tax  on  exported  agricultural  products  for  a  conser- 
vation trust  fund  is  a  good  one.  It  can  work  well  for  conservation  and 
the  cost  would  not  be  an  additional  burden  for  the  farmer. 

T  see  no  reason,  either  from  a  technical  or  fundamental  position, 
whv  the  market  would  not  function  normally,  both  futures  and  spot 
markets,  by  the  adoption  of  such  measures. 

Mr.  Chairman,  we  must  supplement — not  replace — ACP,  and  the 
conmiittee  system.  We  pledge  our  complete  cooperation  to  help  your 
committee  accomplish  this  goal. 
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Thank  you,  Mr.  Chainnan,  for  allowing  me  to  present  this  testi- 
mony and  I  will  attempt  to  answer  any  questions  you  may  have. 

Mr.  Jones  of  Tennessee.  Thank  you. 

We  will  hold  the  questions  until  we  have  heard  from  Mr.  Hundstad. 

Do  you  want  to  continue,  Mr.  Hundstad. 

Mr.  HuNDBTAD,  There  are  a  few  things-  Mr.  Chairman,  that  I  would 
like  to  say  in  addition  to  my  prepared  remarks. 

First,  I  would  like  to  say  that  our  ACP  program  has  been  a 
tremendous  success,  as  you  would  witness  if  you  got  out  in  my  part 
of  the  country,  or  I  guess  any  other  part  of  the  country.  I  cannot  speak 
about  other  parts  of  the  country  because  I  am  not  that  well  acquainted 
with  those  areas. 

However,  we  have  a  few  problems  which  have  been  referred  to  by 
the  other  two  gentlemen  of  the  panel.  The  main  one  is  probably  the 
lack  of  funds  year  in  and  year  out.  There  is  never  really  any  real 
knowledge  that  will  have  funds. 

You  will  remember  that  we  did  not  have  any  funds  at  all  for  ACP 
a  few  years  ago.  This  discourages  our  farmers  who  would  like  to  geb 
into  a  good  sound  conservation  program.  Then  all  at  once  there  are 
not  any  funds.  They  get  away  from  the  idea  of  thinking  about 
conservation. 

Second,  Mr.  Chairman,  our  practices  seem  to  change.  It  has  been 
referred  to  here  by  a  couple  of  the  speakers.  We  classify  some  as 
production  practices  and  short-term  practices,  but  the  seeding  of 
grasses  and  legumes  on  the  land  in  my  part  of  the  country  is  very 
important. 

I  lived  through  the  "Dirty  Thirties,"  as  we  refer  to  them  out  there. 
I  do  not  know  if  other  parts  of  the  country  experienced  this.  We 
could  not  go  out  and  drive  down  the  road  in  the  middle  of  the  day 
because  you  could  not  see  the  radiator  cap  on  your  old  car.  You  did 
not  dare  get  on  the  road.  You  could  hardly  get  from  the  house  to  the 
bam  because  we  had  the  soil  in  the  air. 

Some  of  the  farmers  in  my  county,  when  the  dust  and  wind  finally 
subsided,  found  they  could  not  drive  a  tractor  through  the  farmland 
because  you  would  fpll  into  bie  blowouts  where  you  could  bury  the 
house  and  you  would  not  have  seen  it.  You  cannot  imagine  the 
devastation  that  we  had.  This  was  undoubtedly  true  all  over  the 
country. 

I  remember  seeing  a  giant  boulder  sitting  up  on  a  pedestal  of  some 
kind  where  the  wind  had  blown  away  but  the  rock  held  the  soil  under 
it  until  here  was  this  boulder  up  higher  and  vou  had  the  rest  of  the 
soil  around  it  which  was  blown  away.  This  is  the  type  of  situation 
we  had  around  the  country. 

Of  course,  the  action  of  tne  Domestic  Allotment  Act  and  the  origi- 
nal Soil  Conservation  Act  put  the  farmer  in  partnership  with  his 
Federal  Government,  He  has  done  a  tremendous  job  since  then. 

I  put  together  a  picture  to  show  some  of  the  accomplishments 
of  our  ACP  program.  I  Icnow  you  cannot  see  it  from  there,  Mr. 
Chairman,  but  let  me  have  vou  twte  a  look  at  it  when  you  have  time. 
This  is  in  the  area  where  the  sands  blew  very  badly, 

I  would  like  you  to  notice  the  number  of  trees.  This  land  had  no 
trees  at  all.  This  was  out  in  the  prairie  lands.  As  you  look  at  this, 
you  will  see  the  stock  watering  dugouts  and  making  better  use  of 
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the  grasses.  You  probably  cannot  distinguisb  this  on  this  map,  but 
the  use  of  legumes  to  stop  erosion  is  there. 

I  would  like  you  to  take  a  look  at  it. 

Mr.  Jones  ot  Tennessee.  Yes,  let  us  have  a  look  at  that. 

Mr.  HuNDTBAD.  You  will  see  that  the  program  lias  not  been  a  failure, 
but  it  has  been  a  tremendoiis  success.  Let  us  not  forget  that.  Let  us  see 
if  there  is  more  funding  for  that. 

In  conclusion,  Mr.  Chairman,  let  me  say  this.  Conservation  is  not 
just  something  that  you  do  today  and  tomorrow  where  you  accomplish 
the  mission.  S  is  a  constantly  changing  battle.  You  work  at  it  every 
year.  As  the  years  go  on,  things  change  and  even  your  practices 
change. 

However,  the  farmers  are  willing  and  able.  With  a  little  assistance 
from  the  Federal  Government,  they  will  do  the  job. 

I  want  to  thank  you  again  for  this  oppoiiimity  to  appear  before  you. 
If  you  have  any  questions,  we  will  be  tickled  to  death  to  ti^  to  answer 
them  for  you. 

Mr.  JoxES  of  Tennessee.  1  want  to  thank  you  very  much. 

Mr.  Harkin! 

Mr.  Harkin.  Thank  you,  Mr.  Chairman. 

Mr.  Hundstad,  you  talked  on  page  3  of  your  prepared  statement 
about  this.  You  talked  about  the  two  big  problems  with  ACP.  One  is 
lack  of  money.  We  are  all  concerned  about  that,  of  course. 

You  also  said  a  greatly  reduced  and  changing  list  of  practices  has 
discouraged  many  farmers.  I  think  one  of  the  other  witnesses  said 
something  about  too  much  power  in  Washington  to  decide  what  is  good 
rather  than  having  local  control. 

Mr.  HuxDSTAD.  Yes,  sir. 

Mr,  Harkin.  Let  me  ask  you  this. 

Is  money  for  irrigation  conservation?  What  do  you  think?  If  we 
take  money  and  put  it  into  irrigation  piirix>ses,  is  that  conservation ! 

Mr.  Hdndstad.  I  would  think  that  if  it  is  put  into  better  utilization 
of  the  water  or  better  means  of  delivering  with  less  evaporatitm  or 
whatever,  yes,  I  would  call  that  conservation. 

Mr.  Harkin.  I  am  talking  about  taking  dry  land  and  irrigating  it. 

Mr.  Hdnostad.  Yes,  if  you  make  good  use  of  the  water  I  would  think 
it  would  be  conservation. 

Mr.  Harkin.  That  is  conservation,  that  is,  taking  land  that  might 
be  used  for  grazing  or  something  like  that  and  then  going  ahead  and 
diverting  water  either  from  deep  wells  or  streams  and  irrigating  that 
thi-ougli  i-ow  cropping!  That  is  putting  money  into  conservation! 

Mr.  Hcndstad.  If  you  are  improving  an  irrigation  system 

Mr.  Harkin.  I  am  talking  about  building  irrigation  systems.  Let 
me  give  you  an  easier  question. 

I^t  us  say  that  you  have  some  low-lyipg  land  which  is  not  draining 
vei'y  well.  You  have  water  that  sits  there.  Let  us  say  you  would  like  to 
piit  some  tile  under  there  to  drain  it.  Is  that  conservation? 

Mr.  Hundstad.  No.  I  guess  our  changing  attitudes  about  drainage 
come  to  this.  It  used  to  be  that  there  were  practices  to  help  farmers 
drain  their  land. 

Xo,  I  do  not  believe  we  consider  it  any  longer  to  be  conservation.  We 
recognize  the  value  of  wildlife  and  the  value  of  pools  of  water  to  pre- 
vent it  getting  into  the  streams. 
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Mr.  Harsin.  Excuse  me  for  interrupting. 

What  we  are  faced  with  is  this.  If  we  had  $32  billion  we  would  not 
care.  We  could  fund  everything.  But  we  do  not  have  that  much  money 
because  we  go  out  in  our  districts  and  people  are  talking  about 
balancing  the  budget  and  cutting  Government  spending.  We  hear 
that  everyday  out  there.  So  we  try  to  cut  down  a  bit, 

We  look  at  the  money  that  is  going  into  conservation.  I  have  been 
involved  in  this  in  my  6  years  here  in  Congress.  All  of  the  money 
going  for  the  ACP  program  makes  you  want  to  look  at  how  it  is 
being  spent. 

You  begin  to  say  to  yourself:  "Well,  if  some  of  this  money  ia  going 
to  drainage,  then  that  means  some  of  the  money  is  not  going  to  ter- 
racing." If  you  have  some  money  that  is  providing  for  new  irrigation 
ditches,  then  that  is  money  that  is  not  going  for  seeding  purposes  or 
less  money  for  trees. 

In  the  State  of  Iowa,  for  example,  I  began  looking  at  this  4i^ 
years  ago.  In  the  southwestern  part  of  the  State  where  I  am  from, 
we  farm  a  lot  of  hills  down  there.  We  have  a  great  need  for  terraces 
down  there.  The  local  committees  down  there  were  hardly  getting  any 
money  for  terraces.  Up  in  the  northern  part  of  the  State  where  they 
have  ail  flat  land,  they  were  getting  all  kinds  of  money  for  drainage. 

I  am  asking  you  this.  We  are  trying  to  spend  taxpayers'  dollars  and 
we  are  committed  to  conservation.  You  are  a  fanner-elected  com- 
mitteeman. Where  do  you  want  that  money  to  go  ? 

Do  you  want  it  to  "be  spread  all  around  for  all  these  other  things 
or  sliould  we  start  concentrating  it  a  bit  more  ?  We  could  concentrate 
on  the  good  conservation  practices  where  it  is  really  needed.  We  have 
10  times  more  running  off  in  my  area  than  they  do  in  northern  Iowa- 
Mr.  HuNDSTAo.  First  of  all,  I  was  not  aware  that  any  money  any 
loneer  was  being  spent  for  drainaj^. 

Mr.  Harsin.  No'  the  subcommittee  stopped  it.  It  was  my  amend- 
ment that  came  through  here,  I  was  greatly  taken  to  task  at  one  of 
the  national  meetings  for  my  amendment  that  came  through  here 
about  3  years  ago  on  that  very  thing.  Sure,  it  is  stopped.  But  I  can 
tell  you  it  was  not  a  very  pleasant  task  for  me  to  try  to  stop  it. 

Mr.  HuNDBTAD.  I  can  only  respond  to  that  by  saying  this,  I  would 
defend  the  rights  of  the  farmer  to  do  whatever  he  wanted  to  do  with 
his  land,  I  am  not  asking  for  you  to  spend  money  in  draining  these 
potholes. 

I  think  farmers,  as  well  as  other  people  of  the  country,  have  learned 
the  value  of  the  prairie  pothole  as  we  call  them  in  our  area. 

However,  I  would  defend  his  right  to  make  a  living  on  the  land 
that  he  pays  taxes  on.  If  he  does  it  on  his  own,  then  it  is  all  right.  But 
I  agree  I  do  not  think  we  should  be  putting  Federal  money  into 
dramage. 

Mr.  Harkin.  Beyond  that  let  me  say  this.  When  we  operate  with 
a  limited  budget,  then  we  have  to  strain,  beg,  and  plead  to  get  a 
little  bit  of  money  in  ACP.  We  are  going  to  have  to  make  choices. 
We  cannot  fund  everything,  so  we  have  to  put  it  in  those  areas  where 
conservation  is  the  most  needed. 

Mr.  HuNDSTAD.  Who  do  you  think  is  the  most  capable?  I  realize 
I  am  not  the  one  who  is  supposed  to  question,  hut  let  me  say  it  this 
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I  believe  the  farmer-elected  committeemen,  who  are  actually  farm- 
ers themselves  and  who  represent  the  farmers  in  the  country,  have 
knowledge  of  what  is  necessary  in  their  own  county.  I  would  not 
attempt  to  tell  Iowa  or  any  other  State  what  was  good  conservation 
in  their  State  because  I  really  do  not  know.  However,  I  feel  that 
probably  the  county  committee  in  this  particular  county  has  a  fair 
knowledge  of  what  the  conservation  proolems  are  and  could  put  the 
money  in  a  good  spot. 

Mr.  Harkin.  Yes.  I  have  counties  in  my  district  where  they  do 
not  need  any  terraces  at  all.  I  can  tell  you  right  now  that  the  com- 
mitteemen would  not  fund  the  terrace  because  it  is  flat.  But  they 
would  like  to  put  a  lot  of  money  into  liming. 

I  am  asking  you  again^should  we  put  the  money  into  liming  in 
county  "A"  and  over  here  we  have  county  "B"  where  the  mud  is 
running  off  the  hills  because  they  do  not  have  terraces  ? 

Mr.  HuNDSTAD.  Again,  we  do  not  use  liming  in  my  State,  but  if  it 
is  an  area  that  takes  liming  in  order  to  get  a  stand  of  legumes,  I  can 
assure  you  that  legumes  and  grasses  can  do  a  lot  to  prevent  erosion. 

We,  in  our  State,  planted  a  lot  of  grasses  and  legumes.  Tlie  wind 
does  not  blow  the  soil  away  when  we  have  tJie  grass  and  legumes  out 
there. 

You  are  talking  about  liming.  If  it  is  necessary,  I  presume  the 
establishment  of  the  legumes  might  help.  In  my  county  it  is  not. 
We  do  not  use  lirae. 

Mr.  Harkin.  But  I  am  asking  you  this.  You  have  county  "A"  and 
county  "B".  We  have  $100.  County  "A"  needs  liming  and  county 
'B"  needs  terracing.  Where  would  you  want  to  spend  the  $100?  Or, 
do  you  want  to  split  it  50-50  ? 

Mr.  HuNDSTAD.  I  guess  I  would  be  more  inclined  to  go  that  way.  I 
think  one  conservation  measure  is  probably  as  important  to  an  area 
as  another  one  is  to  another  area. 

Mr.  Harkik".  But  we  have  to  look  at  it  from  a  national  prospective. 
YoH  are  telling  me  that  you  will  split  that  money  up  and  you  will  give 
half  of  it  for  liming  }ust  because  that  one  county  does  not  have  terraces 
and  you  would  downplay  the  imi>ortance  in  the  other  county  that  has 
hill^  and  needs  terraces? 

Mr,  Httndstad,  What  I  am  saying,  sir.  is  this.  Each  county  probably 
has  ft  conservation  need.  If  the  conservation  need  is  great  in  one  county 
and  if  it  depends  on  liming  to  get  the  conservation  problem  solved, 
then,  yes. 

Mr.  Harkin.  But  we  do  not  have  enough  money  to  give  to  e^ery 
county  in  this  country  to  fulfill  the  kind  of  practices  that  they  want, 
whether  it  is  tiling  or  liming  or  irrigation.  We  simply  do  not  have 
money.  We  have  to  make  those  decisions  here. 

You  are  saying  that  the  farmers  out  there  have  a  better  idea.  Sure 
they  do.  But  we  are  funding  the  progiam.  We  have  to  make  the  deci- 
sion on  the  best  places  where  the  mOney  is  to  go. 

Ml'.  LEAOtrF.  Mr.  Harkin,  let  me  respond  with  regard  to  my  area. 

You  talked  about  building  terraces.  If  vou  Iniild  a  terrace  the  water 
has  to  go  somewhere  from  the  terrace  so  I  prefer  to  say  that  a  terrace 
syst«m  would  invariably  have  to  have  drainage. 

Mr.  Harkin.  Standing  pipes  and  tiling. 
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Mr.  League.  I  am  not  talking  about  draining  a  swamp,  I  am  talking 
about  a  place  I  have  right  now.  Twenty  years  ago  the  water  was  up  to 
my  shoulders.  Now  it  is  ankle  deep  or  a  little  bit  better.  This  is  caused 
by  topsoil  erosion. 

If  that  land  had  been  taken  care  of  by  terracing  or  cover  crops  or 
grassed  waterways,  then  we  would  not  have  that  situation.  As  the 
water  comes  off  the  hill  by  the  terrace  it  goes  into  a  drainage  ditch  or  a 
waterway.  It  is  properly  sodded  and  taken  care  of. 

Then,  you  will  not  have  the  sediment  running  off  into  the  stream. 
That  is  the  tyi>e  of  drainage  I  am  talking  about,  lam  not  talking  about 
draining  a  swamp  or  any  irrigation.  I  am  talking  about  taking  car© 
of  the  soil  that  is  already  there, 

Mr.  Hakkin.  I  have  no  problem  with  that  at  all. 

Mr.  League.  You  could  have  a  ditcli  or  waterway  that  maybe  goes 
across  the  farm.  This  is  what  I  term  drainage.  This  is  not  a  terrace  by 
itself. 

I  just  wanted  to  clarify  that  point  and  see  if  we  were  on  the  same 
harmonious  level  in  that  supposition. 

Mr.  Harkix.  I  was  talking  about  that  kind  of  drainage,  geared  not 
so  much  for  conservation  practices,  but  for  production.  "You  seemed 
to  be  concerned  about  using  the  words  "production  practices." 

When  I  have  a  farm  that  is  level,  low-lying,  and  water  sits  and  does 
not  drain  and  I  put  in  underground  tiling  to  drain  it  to  a  dose-by 
stream,  ditch,  or  a  river,  then  I  do  not  care  how  you  cut  it,  I  am  doing 
it  for  one  reason — to  increase  my  production.  That  is  tiie  only  reascat 
I  am  doing  it. 

If  we  are  funding  that  out  of  ACP  money,  out  of  conservation 
money,  as  a  conservation  practice,  then  it  ougnt  not  be  allowed.  We 
do  not  allow  it  any  longer,  oy  the  way.  These  are  some  of  the  problems 
we  went  through  to  get  that  done. 

Mr.  League.  Yes,  I  will  buy  that,  Mr.  Harkin.  But  we  are  talking 
about  other  things  also.  We  need  cover  crops  and  this  kind  of  thing. 

In  the  southeastern  area  of  the  country  we  have  50-plus  inohes  of 
rain  in  my  area.  Years  ago  when  I  was  a  little  fellow  and  when  this 
got  started  we  took  a  drill  with  a  mule  and  we  put  two  rows  of  veit^ 
in  each  cotton  area. 

The  following  spring  we  came  up  with  this.  Of  course,  we  did  this 
with  ACP  support.  We  had  assistance  for  the  veitch  seed.  Then  the 
next  year  we  would  follow  that  with  com.  The  following  year  we  came 
in  with  cctton.  Hut  it  [n-otected  the  soil  during  the  freeee,  thaw,  and 
rain  period. 

It  IS  not  like  it  is  in  Iowa.  It  freezes  tonight  and  gets  down  to  15 
degrees,  let  us  say.  The  land  spews  ujp.  Then  tomorrow  the  sun  comes 
out  and  it  goes  up  to  50  degrees  and  it  thaws.  Then  maybe  you  have  a 
little  front  coming  througn  and  it  washes  the  soil  right  away.  You 
need  some  cover  there  or  a  terrace  syst«n  to  at  least  limit  that. 

Also,  you  were  talking  about  the  flat  land.  I  have  heard  about  a 
2-degree  slope.  I  doubt  that  there  is  mudi  land  that  does  not  have 
a  2-degree  slope,  but  you  will  have  aa  awful  lot,  or  rather,  some  wash- 
ing tiere,  depending  on  the  crop  and  especially  with  soybeans.  The 
legume  plant  makes  that  soil  extremely  viable  and,  therefore,  sus- 
ceptible to  erosion. 


ly  Google 


57 

Mr.  Harkiw.  My  point  is  that  when  we  operate  with  the  constraint 
of  budgets  then  we  cannot  pay  for  everything.  We  have  to  look  at 
what  is  the  biggest  threat  to  conservation  right  now.  Where  are  those 
areas  where  soil  erosion  is  the  worst?  Where  is  the  money  really 
needed^ 

You  always  are  going  to  have  a  little  bit  of  erosion.  I  do  not  care 
what  you  do.  You  will  always  have  a  little.  You  can  have  the  best 
practices  of  the  world,  and  you  will  still  have  a  little  erosion  just  by 
the  way  you  till  the  soil.  When  we  operate  under  tight  budgets  and 
we  see  the  loss  of  topsoil  in  this  country,  it  seems  to  me  that  we  have 
to  tai^t  in  and  put  that  money  someplace  where  it  is  worst. 

Mr.  League.  Yes.  I  agree  that  priorities  ought  to  be  established. 
We  have  ACP  developmental  meetings  in  our  counties.  We  have  it 
on  State  levels  as  well.  I  am  always  invited  to  my  State  ACP  develop- 
mental conference.  We  have  extension,  SCS,  and  other  people  there 
who  are  interested  in  conservation.  We  try  to  establish  priorities 
utilizing  the  relatively  small  amount.  I  realize  that  you  and  the  Mem- 
bers of  the  House  and  the  Senate  have  fought  diligently.  We  ap- 
preciate, for  example,  that  $190  million.  But  we  need  so  much  more 
to  do  the  job.  Again,  I  think  we  appreciate  the  fact  that  you  work 
hard  for  that. 

Mr.  Harein.  I  like  your  suggestions  on  the  tax-exempt  bonds  or 
something  like  that.  It  is  a  good  suggestion.  I  would  like  to  follow 
that  up.  Those  are  good  suggestions. 

Thank  you,  Mr.  Chairman. 

Mr.  JoN£S  of  Tennessee.  Gentlemen,  we  have  a  vote  on  the  floor. 
We  have  to  recess  briefly.  We  thank  you  for  your  testimony. 

After  our  recess  we  will  have  as  our  witness  Mr.  Michael  Strother. 

[Recess  taken.] 

Mr.  Jones  of  Tennessee.  The  subcommittee  will  resume  its  sitting. 

We  will  call  now  Mr.  Michael  Strother,  Land  Improvement  Con- 
tractors of  America. 

STATEMENT  OP  MICHAEL  E.  STKOTHEK,   WASHINOTOn  REPBE- 
SEHTATITE,  LA5D  IMFBOVEStEHT  CONTBACTOBS  OP  AHEBICA 

Mr.  Strother.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  my  name  is 
Michael  Strother.  I  am  the  Washington  representative  for  the  Land 
Improv^nent  Contractors  of  America  and  I  am  appearing  today  in 
behalf  of  the  nearly  4,000  members  of  that  organization.  LICA  con- 
tractors have  for  some  ye^rs  served  as  the  implementing  arm  of  the 
ACP,  and  Great  Plains  conservation  program.  Therefore,  we  greatly 
appreciate  this  opportunity  to  present  some  of  our  views  on  the  coun- 
try's soil  and  water  conservation  needs. 

To  the  members  of  our  organization  there  are  two  basic  questions 
relating  to  soil  and  water  conservation :  One,  is  there  a  problem  ?  And, 
two,  if  so,  how  do  we  solve  it  I 

We  have  done  our  best  to  try  to  answer  these  two  questions.  I  would 
like  to  share  our  findings  with  the  committee  today. 

First,  is  there  a  problem ! 
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We  went  to  the  ASCS,  the  SCS,  and  the  EPA  for  answers  to  this 
question.  Here  is  what  we  found. 

Our  conservation  programs  are  addressing  only  1  percent  of  rec- 
ognized needs. 

Five  to  nine  tons  per  acre  of  topsoil  erode  from  our  farmlands  every 
year,  while  only  4.3  tons  is  allowable  to  maintain  productivity. 

At  this  rate,  soil  scientists  predict  that  our  topsoil  could  he  depleted 
in  as  soon  as  160  years.  Crop  production  will  begin  to  fall  sooner. 

This  eroding  soil  enters  out  waterways,  and  according  to  EPA, 
creates  over  50  percent  of  the  daily  loading  factor — the  single  worst 
cause  of  water  pollution. 

We  submit  to  this  subcommittee  our  conclusion  that  there  is  a  "clear 
and  present  danger"  threatening  both  our  water  supplies  and  our 
food  production  oase. 

That  brings  me  to  the  second  question  posed  earlier: 

Second,  how  do  we  solve  the  problem? 

Thi-cc  currently  available  programs  offer  a  wide  range  of  sohiticms 
to  the  problem :  The  agricultural  conservation  program,  the  Great 
Plains  conservation  program,  and  the  208 — rural  clean  water  program. 

They  are  different  programs  addressing  distinct  problems.  ACP 
has  flexibility  and  can  reflect  local  needs.  Great  Plains  is  directed 
more  toward  long-term  solutions.  Sural  clean  water  can  tackle  area- 
wide  water  pollution  problems- 
There  is  a  need  for  each.  And  yet,  there  is  a  greater  need. 

The  soil  loss  problem  is  approaching  proportion  of  the  Dust  Bowl 
days,  although  it  is  not  as  evident  in  the  skies  as  it  was  at  the  time.  Thtu 
figures  po  indicate,  and  so  should  the  solution. 

ACP,  for  example,  was  originally  funded  at  $500  million.  It  has 
done  a  tremendous  job  given  the  funds  available. 

I  would  like  to  ask  that  the  enclosed  tabulation  be  inserted  in  the 
record  nt  this  time.  These  are  the  ACP  conservation  accomplishments 
from  1936  to  1978. 

Mr.  JoxES  of  Tennessee,  Without  objection,  so  ordered. 

[The  above  referred  to  mateiial  follows :] 

««•  CONSERVATION  ACCOMPLISHMENTS,  193S-7t  (FROM  CONGRESSIONAL  RECORD,  JUNE  1«,  1«T9) 
[liKrMl 


PrMic*  (pnlunlun)  1936-n 

Wilir  ImiHwnilmiBt  tHtrvolti  canitmcM  Is  raduc*  ttiiiiM,  dMiibuM  imini, 

COTHtv*  viHtitiv*  covH  i[n)  wiMIHi. «  pnivMh  fira  pretadion  ind  oOwr  iiil- 

aiKunlum '28,000  1,417,001 

Tfcncliii  conitrucM  to  ridiiu  (takm,  CMiirv*  mlM,  or  pmtnt  M  »Mt  pol- 

tvlion iM,000  35,777,000 

StrfpcfoppiH  lyittmi  Mlibllilitd  to  radvc*  wM  or  wilir  MsihM  of  to  prtvMlot 

■M*  poRuliM     172,000  114,902,000 

Tnw  or  iliruba  fiuiM  for  toradry  piirpooH,  oroiioo  coRtrol  Of  •nvimniDMM 

•nlUKOiNnt 2*5.000  5,511,000 

Fomllrat  ilindt  imptovod  toi  hmlnr  BurpouiarmvlnMiMiitilMluncMiHiit...  43,000  4,791,000 

Wildlil*  raniwviMn 174.000  >H,  411. 000 

Stdimontpollulion-ilutaininlitiuduiHiitrunoflcantrelnMtDr*! 1,230,000  •14,ZZ«,000 


>  From  19SZ  with  nrHin  diU  u 
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Mr,  SmoTHrai.  But  funds  have  steadily  dwindled  over  the  years, 
and  the  problem  has  steadily  worsened.  P'tjuests  for  ACP  cost-share 
money  are  running  5  to  10  times  higher  than  the  amounts  available. 

We  need  a  massive,  coordinated  attack  on  soil  erosion  that  involves 
the  landowner,  the  Government,  and  our  major  corporations.  Every- 
one depends  on  the  soil.  If  is  in  everyone's  interest  to  save  it. 

The  Lands  Improvement  Contractors  of  America  would  like  to  rec- 
ommend the  establishment  of  a  National  Endowment  for  Public  Con- 
servation. Such  an  agency  could  be  patterned  after  a  number  of  exist- 
ing ones. 

One,  a  National  Foundation  on  the  Arts,  which  is  a  Government 
agency.  We  have  attached  enabling  legislation  to  this  statement  for 
the  endowment  for  the  arts. 

Mr.  Jones  of  Tennessee.  Without  objection,  that  will  be  placed  in 
the  committee  file. 

Mr.  Strother.  Two,  a  Corporation  for  Public  Broadcasting,  which 
is  aq  uasi-govemmenta)  body ; 

Three,  a  rural  telephone  bank,  which  is  a  quasi-governmental  revolv- 
ing fund  ;  and 

Four,  a  highway  trust  fund  which  is  a  user-tax- supported  Govern- 
ment program. 

From  our  perspective,  the  important  ingredients  might  include : 

One.  Federal  funding  earmarked  through  existing  conservation 
programs,  such  as  ACP,  Great  Plains,  and  rural  clean  water. 

Two,  higher  cost-share  rates  like  those  in  the  Fedenil  highway  pro- 
gram— 90  percent ;  and  EPA's  water  treatment  grants — 85  percent. 

Three,  broad  tax  incentives  to  landowners  to  encourage  their  par- 
ticipation. 

Four,  tax-exempt  grants  donated  by  major  corporations. 

We  feel  this  would  be  an  important  feature.  Here.  Mr.  Chairman, 
we  have  used  as  an  example  the  Foundation  for  Public  Broadcasting 
where  major  corporations  may  tax  deductible  grants  and  in  their  own 
way  get  good  puolicity  for  helping  the  public  mterest.  This  money  is 
mixed  with  public  money,  either  as  matching  grants  or  full  grants  to 
help  the  arts.  This  could  be  done  in  the  same  way  in  conservation,  we 
feel. 

Last,  a  governing  board  with  members  drawn  from  landowners, 
contractors,  corporations,  ASCS,  and  SCS.  The  telephone  bank  board 
is  a  ixood  example. 

Major  steps  of  this  nature  are  necessary  because  the  conservation 
work  simply  is  not  getting  done.  The  landowners  are  often  not  in  a 
financial  position  to  install  large-scale  practices  on  their  own.  Ter- 
rnce",  dams,  and  waterways  are  major  capital  expenditures  for  a 
farmer  today.  Cost-share  payments  simply  do  not  co\'er  a  substantial 
part,  of  the  coat. 

The  return  on  his  investment  is  often  small,  or  spread  out  over  many 
years.  The  life  of  such  structures  ranges  from  10  to  20  years.  The 
return  on  the  investment  may  take  as  long.  More  help  is  needed  to 
get  the  job  done. 

There  is  an  additional  situation  that  has  a  bearing  on  our  conserva- 
tion programs  I  would  like  to  bring  to  the  subcommittee's  attention. 
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LICA  contractors  grew  up  in  response  to  a  need  for  ctmserration 
operators  who  could  tackle  the  physical  task  of  saving  our  soil  and 
water  resources.  As  private  contractors  in  a  free  enterprise  system, 
they  expect  to  compete  with  each  other.  Traditionally,  this  has  kept 
costs  down. 

They  are  disturbed,  however,  when  they  have  to  compete  against 
agencies  of  State  and  local  governments  that  have  gone  into  the  con- 
tracting business.  Currently,  in  a  number  of  States,  divisions  of  those 
State  governments  have  purchased  equipment,  hired  operators,  and 
are  actually  bidding  on  Federal  projects  against  private  contractors. 
They  have  the  distinct  advantage  of  being  supported  by  public  taxes. 
They  pay  no  income  taxes,  sales  taxes,  or  use  taxes.  Their  competitive 
edge  is  thus  formidable. 

We  need  your  help  to  correct  this  situation.  We  urge  the  committee, 
when  reauthorizing  ooth  the  Great  Plains  conservation  program  and 
the  agricultural  conservation  program,  to  prohibit  tax-supported 
bodies  from  ccHnpeting  with  private  contractors  under  federalfy  spon- 
sored conservation  programs. 

In  conclusion,  the  need  for  more  conservation  is  well  documented. 
Yet,  the  flow  of  tas  dollars  to  conservation  programs  has  dwindled 
over  the  last  30  years  to  a  point  of  near  ineffectiveness.  New  dollars 
and  new  directions  are  needed.  Our  organization  strongly  supports  the 
concept  of  a  tax-exempt  agency  that  embraces  both  existing  Federal 
conservation  programs  and  a  variety  of  tax  incentives  to  stimulate 
private  capital. 

In  short,  America  needs  some  form  of  a  national  endowment  for 
public  conservation. 

Thank  you.  That  concludes  my  statement. 

Mr.  Jones  of  Tennessee.  Thani  you,  Mr.  Strother, 

In  my  opinion,  vour  testimony  contains  a  lot  of  good  thoughts  and 
wisdtHn  for  this  suDcommittee  to  explore  and  work  on. 

I  must  admit  that  I  share  with  you  the  majority  of  the  recwnmen- 
datioQS  that  you  are  making  here  insofar  as  the  problems  go  and  also 
insofar  as  new  participation  and  new  programs  are  concerned. 

I  like  this  testimony  very  much.  I  appreciate  the  time  you  have 
taken  to  come  before  us.  Mr.  Daschle? 

Mr.  Daschle.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  want  to  echo  your  comments  about  the  statement 
just  presented  to  the  subcommittee.  I  think  it  is  an  excellent  state- 
ment. Iiet  me  pursue  a  couple  of  questions. 

No.  1,  your  conclusions  seem  to  be  that  really  what  we  need  are 
more  funds,  that  is,  if  we  provide  more  flnancial  assistance  ttuit  bas- 
ically will  eliminate  the  problem.  However,  I  am  wondering  about 
the  experience  you  had  with  our  current  programs.  Dollar  for  dollar, 
do  you  believe  that  we  are  getting  the  value  out  of  them  that  we 
should,  given  the  facts  that  vou  have  presented  in  the  first  part  of 
your  testimony!  For  example,  there  are  the  erosion  problems  that 
we  are  facing  today. 

Mr.  Strother.  T  agree  with  you.  There  are  two  sides  of  the  coin. 
Thev  appear  not  to  go  together  sometimes. 

However,  from  talking  with  our  members  it  appears  that  the  cost- 
sharing  money  does  do  a  lot  of  good.  H  stimulates  the  farmer  to  do 
'^nservation  that  he  would  not  normally  do. 
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By  the  time  it  is  split  up  among  50  States  and  then  into  tlie  coun- 
ties, there  is  little  left  to  stimulate,  particularly  as  everybody  knows 
with  the  rate  of  inflation,  it  is  out  there,  too. 

The  cost  of  puttinfT  the  programs  on  the  graund  is  skyrocketinp 
while  the  cost-sharing  money  has  not  moved  off  center  in  15  or  20  years. 
Therefore,  in  effect,  by  keeping  the  program  at  the  same  level  in 
terms  of  ACP,  the  incentive  is  dwindling  every  year.  The  faster  in- 
flation rises,  the  faster  the  incentive  dwindles. 

Mr.  Daschle.  One  of  the  characteristics  of  the  Great  Plains  pro- 
gram, of  course,  is  that  it  is  a  targeted  program.  However,  in  being 
tareeted  one  of  the  problems  I  think  we  would  have  is  ontreach  and 
fulfilling  that  need  for  information  which  there  appears  to  be.  I  have 
Uilked  with  people  in  South  Dakota  who  still  are  not  familiar  with  the 
program. 

I  am  wondering  if  you  see  that  as  a  pioblem.  And,  if  you  do.  how 
do  you  think  we  might  be  better  able  to  rectify  that  situation.  How 
would  we  get  out  to  those  areas  ? 

Mr.  Sthother.  There  are  two  parts  to  that  question.  In  terms  of 
Great  Plains  not  spreading  any  faster  than  it  does.  I  think  part  of 
the  problem  is  that  those  who  do  know  about  it  seem  to  be  reluctant 
to  tie  the  land  up  on  a  long-term  contract.  He  is  more  reluctant  to 
do  that  than  he  would  lie  on  a  shorter  term. 

Although  it  is  necessary  to  do.  I  think  he  is  always  going  to  be  more 
reluctant  because  he  has  less  choice  over  that  many  yeai-s  as  to  what 
he  is  going  to  do  with  his  land. 

On  the  other  side  of  the  coin.  I  suppose  we  need  a  broader  informa- 
tion network  to  bring  this  to  the  i>eople.  I  should  think  the  mass  media 
would  be  the  obvious  channel. 

Again,  by  using  the  resources  of  our  major  corporations  I  should 
think  that  we  could  i-each  farther  faster  with  their  help.  If  they  are 
getting  something  in  return  out  of  their  contribution,  if  it  is  tax- 
deductible,  then  they  mtglit  go  along.  The  Corporation  for  Public 
Broadcasting,  for  example,  with  the  Corporation's  help,  might  pro- 
duce fi  special  program  in  the  public  interest.  They  would  get  some 
credit  foi'  it  by  having  their  name  on  it  as  being  the  ones  who  funded 
it. 

Today  public  relations  being  what  it  is,  that  is  an  important  point 
to  keep  in  mind.  That  is  a  whole  area  that  is  now  imtapped  that  we 
miffht  reach  out  to, 

Mr,  Daschle,  Again.  Mr,  Strother,  I  am  very  impressed  with  your 
testimony  and  T  thank  ^ou. 
Thank  you,  Sir.  Chairman. 

Mr.  JoxES  of  Tennessee.  Mr.  Strother,  I  think  you  recognize  the 
same  problem  that  we  and  the  majority  of  the  witnesses  tcSay  have 
recognized;  that  is,  that  as  far  as  going  to  the  Congress  for  addi- 
tional moneys,  that  is  not  an  easy  job  any  more.  We  have  tried  that. 
If  you  will  recall,  the  subcommittee  started  out  with  a  budget  for 
ACP  of  $250  million.  We  finally  got  cut  to  $190  million.  We  were 
sort  of  glad  that  we  could  hold  to  that. 

The  thing  about  it  is  this.  There  are  new  ideas  and  new  incentives. 
Thes3  ai-e  the  tilings  that  we  are  going  to  have  to  be  able  to  sell,  not 
only  to  the  public,  but  to  the  landowner.  That  is  what  you  are  saying 
here  today. 
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Mr.  Strother.  Very  definitely.  The  person  takes  a  dim  view  some- 
times o£  Government  programs. 

Mr.  Jones  of  Tennessee.  Certainly.  Evidently  your  organization  has 
done  a  lot  in  cooperating  with  ACP  and  on  Uie  Great  Plains  program. 
Are  you  in  a  position  to  help  the  subcommittee  with  a  program  of 
that  sort  should  we  pursue  it  ? 

Mr.  Strother,  Definitely,  Mr.  Chairman.  We  have  active  chapters 
in  34  States.  Many  of  the  State  chapters  are  fully  staffed.  "Diey  reach 
out  across  their  own  States  with  their  own  membership  promotion 
programs  so  we  have  something  of  a  network  that  could  be  well  put  at 
your  disposal 

Mr.  JoNxs  of  Tennessee.  I  think  the  majority  of  this  subcommittee 
realize  this  is  the  problem  we  have.  I  am  not  sure  everybody  does, 
but  I  think  the  majority  do.  We  realize  that  we  are  going  to  have  to 
go  somewhere  else  and  do  it  in  some  other  way  in  order  to  get  some 
extra  funds  to  do  these  jobs.  They  must  be  accomplished  somehow. 
We  are  running  into  more  and  more  problems  every  day.  I,  for  one, 
favor  trying  some  method  other  than  coming  to  the  public  till. 

Mr.  Daschle.  Mr,  Chairman,  I  share  your  view.  Under  these  cir- 
cumstances we  just  do  not  have  it.  It  is  going  to  be  extremely  diiS- 
cuit  to  get  it,  I  guess  that  is  why  I  was  impressed  with  Mr.  Strother'a 
suggestions.  This  gives  us  some  other  opportunities  to  pursue. 

Mr.  Jones  of  Tennessee.  Certainly. 

Mr.  Strother,  we  thank  you  for  your  testimony.  We  will  be  calling 
onyou. 

Our  next  witness  is  an  old  friend  of  ours  who  has  been  here  many, 
many  times.  We  are  always  glad  to  see  him. 

We  welcome  Neil  Sampson,  National  Association  of  Conservation 
Districts. 

STATEMENT  OF  VEIL  SAMPSON,  EXECUTIVE  VICE  PRESIDEirC, 
NATIONAL  ASSOCIATION  OF  C0NSEB7ATI0N  DISTBICTS 

Mr.  Sampson.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  we  appreciate  the 
opportunity  to  testify,  I  am  Neil  Sampson,  executive  vice  president 
of  the  National  Association  of  Conservation  Districts,  NACD,  as  we 
are  commonly  known,  represents  the  Nation's  2,950  conservation  dis- 
tricts, the  50  State  associations  of  conservation  districts,  and  the  17,000 
conservation  district  officials  that  serve  them. 

The  topics  you  address  today  are  of  primary  concern  to  every  con- 
servation district  program  in  America.  It  is  a  pleasure  to  bring  some 
of  the  views  of  conservation  district  officials  t^  you.  You  were  kind 
enough  to  hear  some  of  our  folks  from  the  Great  Plains  this  morning 
on  these  particular  topics. 

I  would  like  to  spend  a  few  moments  responding  to  what  I  consider 
to  be  a  very  important  and  interesting  challenge  tnat  this  subcommit- 
tee set  up  with  these  hearings.  This  is  some  of  the  new  directions  that 
we  might  think  about. 

I  would  like  to  commend  Mr.  Strother  for  that  statement  that  you 
just  heard.  I  think  that  is  the  kind  of  innovative  thinking  that  we  need 
to  nut  into  the  mix. 

This  Nation  has  a  soil  conservation  program  that  is  unmatched  anv- 
where  in  the  world.  We  have  many  problems,  certainly.  Our  people, 
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with  their  high  levels  of  economic  activity  and  environmental  expec- 
tations, create  intense  pressures  on  the  land  base.  These  pressures  will 
continue  to  increase,  and,  as  they  do,  our  national  conservation  effort 
must  become  more  intensive  as  well.  We  must  now  allow  the  explora- 
tion or  ruination  of  our  vital  land  and  water  resources,  for  that  kind  of 
profittaking  today  means  certain  bankruptcy  in  the  future. 

Our  national  effort  is  made  up  of  many  parts,  and  we  would  urge 
the  subcommittee  to  remember  all  those  parts  as  you  consider  adjust- 
mentE  or  additions  to  some  of  them.  The  majority  of  the  money  spent 
to  conserve  soil  and  water  on  the  private  productive  lands  of  the  Na- 
tion is  spent  by  private  citizens,  and  is  money  that  comes  out  of  the 
operating  capital  of  their  private  businesses. 

On  the  public  side,  the  Federal  programs  have  always  been  the  lead- 
ership role,  and  have  provided  the  majority  of  the  public  money.  But 
recently  that  balance  has  been  shifting.  Several  States  now  have  State- 
funded  conservation  cost-sharing  programs,  and  most  States  fund 
some  aspect  of  soil  conservation  work  such  as  technical  assistance,  soil 
survey,  snow  survey,  or  watershed  planning.  There  are  a  few  county- 
fimded  cost-sharing  programs  and  many  instances  of  county  funds 
being  used  to  support  technical  assistance  and  soil  surveys. 

In  other  words,  we  have  a  broad  national  effort.  You  are  considering 
improvements  in  the  Federal  portion  of  that  effort.  We  commend  you 
for  this.  Those  improvements  ai"c  needed.  And  one  major  improve- 
ment is  this:  The  Federal  effort  needs  to  encourage,  rather  than  dis- 
courage, the  creation  of  new  input  from  the  States  and  localities.  Un- 
fortunately, this  has  not  always  been  the  case. 

There  have  been  too  many  instances  where  USDA  agencies  have 
viewed  State  and  county  conservation  cost-sharing  programs  as  un- 
welcome competitors  rather  than  complementary  efforts.  This  lias  not 
helped  encourage  State  and  local  input,  and  has,  we  fear,  dampened 
it  in  some  instances. 

Just  this  past  year,  the  President's  budget  threatened  to  cut  dollars 
out  of  progra»TiR  such  as  soil  survey  and  snow  survey  on  the  basis  that 
States  were  wiling  to  eontribvte  dollars  to  accelerate  those  efforts.  The 
sig&al  to  tbe  Staten  was  cVar :  Tf  you  put  dollars  into  these  programs, 
««  will  take  the  Federal  do'lars  out. 

Th»i  frrieroof  error,  had  the  C(M»gres.«  allowed  it  to  occur,  would 
have  aoelled  the  end  of  much  State  and  local  input  into  soil  conserva- 
tion efforts.  Fortunately,  the  Congress  appears  to  have  reversed  that 
policy  prf-posal. 

But  we  still  need  to  be  very  cautious  in  anv  new  programs  that  are 
created.  We  urge  you  to  do  everything  possible  to  encourage  the  con- 
tnbution  of  private  citizens.  State  and  local  governments,  corpora- 
tions, and  others.  It  is  easy  to  inadvertently  turn  those  people  off,  and 
every  time  that  happens,  our  national  effort  suffers. 

The  Federal  soil  conservation  effort,  as  it  has  evolvd  to  date,  con- 
sists of  four  main  areas:  research,  edncntion  and  information,  tech- 
nical assistance,  and  economic  incentives.  Under  the  headings  of 
economic  incentives,  which  is  the  main  focus  of  this  bearing,  we  could 
list  the  soil  and  water  conservation  loans  of  Farmers  Home  Adminis- 
tration, the  cost-s'aring  programs  of  Agricultural  Stabilization  and 
Conservation  Service,  such  as  tl-e  agricultural  conservation  program, 
the  water  bank  program,  and  the  forestry  incentives  program ;  and  tlie 
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cost-sharing  programs  administered  by  Soil  Conservation  Service, 
including  tne  Great  Plains  conservation  program  and  the  watershed 
program. 

It  one  makes  an  outline  such  as  this,  two  points  emerge.  One  is  that 
cost-sharing  programs,  even  though  they  get  a  lion's  share  of  the  po- 
litical and  budgetary  attention,  are  only  part  of  the  total  conservation 
effort.  The  other  point  is  that  most  of  the  emphasis  is  on  helping  farm- 
ers meet  the  casn  outlay  required  to  build  or  install  conservation 
practices. 

Tliis  is  important  in  encouraging  the  installation  of  those  kinds  of 
measures,  but  it  does  not  help  with  many  of  the  subsequent  expenses 
of  keeping  the  system  operatmg  on  the  land.  In  other  words,  our  cost 
sharing  is  aimed  at  building  things,  not  maintaining  complete  con- 
servation systems. 

But  cost  sharing  the  way  we  have  been  doing  it  does  not  help  keep 
those  measures  installed,  operated,  and  managed  properly  down 
througli  tlie  years.  Sometimes  that  is  ]ust  as  important.  We  may  be 
lielping  build  terraces,  but  we  look  around  and  discover  tliat  the  trac- 
tors have  gotten  three  times  as  large  out  in  that  country.  They  are 
driving  up  and  down  the  hill  and  over  the  terraces  and  wiping  them 
out  within  2  or  3  years. 

The  cost  share  may  be  a  more  efficient  irrigation  system  only  to 
discover  the  real  problem  is  that  the  farmer  can  no  longer  find  a  hired 
man  that  can  go  out  there  and  spend  the  time  it  takes  to  irrigate  it 
properly. 

The  distinction  is  becoming  more  and  more  important  as  agriculture 
technology  grows  more  sophisticated  and  farm  machinery  gets  faster 
and  larger.  It  may  not  be  the  cost  of  installing  a  conservation  practice 
that  is  the  major  problem  today.  It  may  instead  be  the  added  cost  of 
farming  in  conservation  patterns  or  the  income  forgone  because  some 
land  is  idled  by  a  conservation  practice.  We  have  seen  many  conserva- 
tion systems  destroyed  in  recent  years  as  the  economics  of  farm  op- 
eration have  pushed  farmers  toward  more  straight-row,  large-field, 
high-speed  production  systems. 

Consequently,  a  challenge  we  face  is  to  find  economic  incentives  that 
supplement  cost  sharing  and  help  encourage  the  proper  maintenance 
and  upkeep  of  conservation  systems  once  they  are  on  the  ]aiid. 

The  proper  conservation  of  America's  land  and  water  is  largely  de- 
pendent on  the  ability  of  private  resource  users  to  economically  carry 
out  consen-ation  measures  within  the  context  of  their  private  business 
operations. 

There  are  many  prc^rams  conducted  by  the  Federal  Grovemment  that 
directly  affect  the  economic  profitability  of  a  farm.  In  the  past,  many 
of  these  pn^rrams  have  had  the  effect  of  penalizing  those  producers 
who  voluntarily  applied  proper  conservation  to  their  lands. 

The  Nation  needs  a  new  policy  that  will  provideeconomic  incentives 
rather  than  economic  penalties  to  conservation  district  operators  in 
order  to  achieve  the  maximum  private,  voluntary  effort  in  resource 
conservation. 

There  are  several  general  principles  that  should  be  part  of  any  pro- 
gram for  conservation  incentives.  These  include : 
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First,  NACD  believes  that  every  possible  Federal  prt^ram — and  cer- 
tainly those  of  USDA — should  provide  encouragement  and  incentives 
for  proper  use  and  conservation  of  private  lands. 

We  ^ve  conservation  lip  service,  but  too  often  the  programs  are  set 
up  such  that  folks  are  encouraged  through  the  economic  incentives  that 
are  created  to  plow  up  their  own  lands  or  to  abandon  their  conservation 
systems.  As  we  work  toward  this  goal,  the  amount  of  incentive  in  each 
program  need  not  be  great,  for  the  total  effect  of  all  programs  will 
affect  the  landowner  and  encourage  conservation. 

Second,  we  believe  that  the  existence  of  a  conservation  system  on  the 
land  should  earn  the  landowner  an  incentive,  but  should  not  be  a  re- 
quirement for  prt^fram  participation. 

That  is  a  fairly  distinct  difference.  It  is  different  from  the  cross- 
compliance  idea  that  was  brought  this  morning,  for  instance,  by  Assist- 
ant SecretaiT  Cutler. 

Incentive  levels  in  programs  will  help  move  people  toward  conserva- 
tion accomplishments.  Tliis  will  increase  the  workload  for  the  pro- 
grams that  deliver  conservation  services,  but  at  a  realistic  pace  that 
will  result  in  effective  conservation  on  the  land. 

NACD  opposes  the  suggestion  made  by  some  in  Congress  and  the 
administration  that  there  should  be  requirements  for  cross-compliance 
to  force  farmers  to  install  conservation  practices.  This  sort  of  manda- 
tory program  will  not  be  accepted  by  landowners.  Besides,  it  is  im- 
practical. 

If  major  national  programs  suddenly  required  all  participants  to  in- 
stall conservation  systems,  our  capability  to  help  landowners  install 
conservation  work  would  be  swamped.  Farmers  and  ranchers  would 
then  have  legitimate  reason  to  call  the  requirements  unreasonable,  and 
pet  them  removed.  Little  would  be  gained,  except  the  further  aliena- 
tion of  rural  people  against  Government  and  its  ability  to  cope  with 
problems. 

Third  and  finally,  we  believe  that  there  should  be  a  distinction  be- 
tween the  agencies  that  administer  Federal  pr<^rams  and  the  agency 
that  mensures  the  adequacy  of  conservation  systOTis. 

The  adequacy  of  the  conservation  system  is,  in  large  measure,  a  tech- 
nical determination.  Conservation  districts  around  the  country  are 
established  under  State  law  to  deal  with  that  issue.  We  think  they 
should  deal  with  it. 

On  the  other  hand,  there  are  many  agencies  that  are  administering 
Federal  programs  that  we  hope  will  try  to  support  good  conservation 
wherever  it  is  found.  But  we  think  that  is  a  different  issue.  We  believe 
that  conservation  districts  are  the  logical  unit  to  measure  the  adequacy 
of  conservation  systems  on  the  land. 

We  think  there  are  reasonable,  workable  ways  to  establish  a  system 
of  conservation  incentives,  and  to  keep  it  in  a  voluntary  mode  that 
will  be  both  acceptable  and  effective. 

We  have  proposed  such  a  program,  one  that  has  become  widely 
labeled  as  the  "green  ticket"  idea,  and  has  started  a  great  deal  of  dis- 
cussion. Much  of  the  discussion  has  missed  the  mark,  as  people  have 
confused  NSCD's  green  ticket  idea  with  the  administration's  manda- 
tory cross-compliance  proposals. 
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Simply  put,  the  green  ticket  idea  rests  on  the  capability  of  the  local 
conservation  district,  operating  under  State  law,  with  the  technical 
assistance  of  the  Soil  Conservation  Service,  to  certify  that  a  land  user 
is  carrying  out  an  adequate  conservation  program  on  the  land. 

In  the  way.  conservation  districts  could  function  under  existiiig 
laws  and  capability,  and  provide  a  vital  service  to  any  Federal  pro- 
gram that  provides  conservation  incentives. 

A  Federal  agency  administering  a  pn^:ram  that  provides  incentive 
bonuses  to  legitimate  conservation  farmers  or  ranchers  must  know  who 
is  and  who  is  not  carrying  out  a  conservation  program  on  the  load. 
That  is  an  important,  and  difficult,  distinction  to  make. 

It  is  difficult  because  of  the  need  for  any  conservation  management 
system  to  relate  to  the  specific  soil  and  water  conditions  on  a  given 
piece  of  land,  in  combination  with  the  plant,  animal,  and  tilage  man- 
agement systems  chosen  by  the  land  user.  In  other  words,  adequate 
soil  and  water  conservation  management  systems  must  be  developed 
onsite,  for  each  farm,  ranch,  or  forestry  management  unit. 

In  addition  to  being  properly  designed,  each  conservation  system 
must  be  properly  installed,  then  managed  and  maintained  through  the 
seasonal  cycles  mat  make  up  the  agricultural  year.  Conservation  care 
of  tihe  land  requires  both  adeq^uate  conservation  practices  on  the  land, 
and  continued  commitment,  mvestment,  and  stewardship  from  the 
land  user. 

The  green  ticket  program  is  designed  to  identify  and  recognize 
those  conservation  managers.  Managed  by  a  conservation  district,  the 
green  ticket  program  will  simply  do  one  job :  Separate  the  land  users 
who  are  doing  an  adequate  conservation  job  from  those  who  are  not. 

Those  who  are  will  be  issued  an  annual  certificate,  the  "green  ticket," 
indicating  their  status  as  certified  conservation  managers.  Such  a  dis- 
tinction is  possible  within  both  the  legal  autliorities  and  the  functional 
capability  of  conservation  districts. 

For  all  the  surface  appeal  such  an  idea  may  have,  there  are  problems 
of  implementation  that  should  not  be  overlooked.  A  conservation  dis- 
trict cannot  set  arbitrary  standards,  no  matter  how  local  in  nature,  and 
then  select  those  people  who  do  and  do  not  meet  them.  The  district 
must  base  green  ticket  decisions  on  a  standard  of  performance  that  is 
easily  and  credible  measurable.  The  best  chance  of  that  appears  to  be 
through  the  use  of  individual  agreements  between  the  land  user  and 
the  district. 

Under  such  a  program,  the  land  user  would  enter  into  an  agreement 
with  the  district  that  is  specific  to  his  individual  land  and  water  situ- 
ation. By  voluntarily  signing  the  agreement,  the  landowner  would 
certify  that  the  conservation  system  proposed  in  the  agreement  was 
both  feasible  and  reasonable. 

The  district  would  seek  the  technical  certification  of  the  Soil  Con- 
servation Service  to  assure  that  the  system  proposed  in  the  agreement 
would,  in  fact,  result  in  an  adequate  level  of  soil  and  wafer  manage- 
ment. If  other  technical  certifications  were  needed — such  as  in  forest 
management  or  wildlife  habitat  management — the  di.strict  would  seek 
that  certification  from  the  appropriate  technical  agencv.  Once  agreed 
to  by  all  parties,  the  agreement  would  become  the  basis  for  the  issuance 
or  nonissuance  of  the  green  ticket. 
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In  this  way,  the  district  could  base  its  decision  to  issue  or  not  to 
issue  a  green  ticket  to  the  land  user  on  the  single  question :  Is  the  land 
user  keeping  the  agreement  or  not  ^ 

While  this  may  sound  simple,  it  is  not.  Most  districts  serve  from 
several  hundred  to  several  thousand  land  users.  Working  out  agree- 
ments with  any  significant  percentage  of  them  will  take  a  great  deal 
of  time.  Most  of  the  agreements  will  need  to  be  based  on  a  conserva- 
tion plan,  developed  with  the  aid  of  a  trained  soil  conservationist.  Many 
such  plans  are  already  in  existence,  but  many  would  have  to  be  devel- 
oped as  well. 

Once  the  agreement  has  been  signed,  it  will  be  important  for  the 
district  to  be  able  to  ascertain  that  tlie  land  user  is  continuing  to  man- 
age the  conservation  system  according  to  the  agreement.  For  this  rea- 
son, it  has  been  suggested  that  the  green  ticket  be  issued  annually, 
sometime  near  the  end  of  the  calendar  year,  on  the  basis  of  the  man- 
agement carried  out  during  the  growth  and  production  season. 

It  could  be  done  as  follows : 

One,  each  land  user  witli  a  green  ticket  agreement  would  be  sent 
a  copy  of  the  original  agreement  document,  along  with  a  response 
form,  near  the  end  of  tlie  year.  The  response  form  would  ask  the 
land  user  to  certify  that  the  agreement  had,  in  fact,  been  followed. 

Two,  of  the  land  users  certifj'ing  compliance  with  the  agieement, 
the  district  could  spot  check  a  random  sample  to  assure  that  the 
conservation  agreement  was  being  followed. 

Three,  all  land  users  certifying  compliance — and  not  challenged  by 
the  district  as  a  result  o£  a  spot  check — would  be  issued  a  green  ticket 
for  the  current  year.  This  would  certify  that  the  land  user  was,  in 
fact,  following  a  conservation  management  agreement  with  the  con- 
servation district. 

Land  users  must  have  the  flexibility  to  change  their  conservation 
systems  as  agricultural  technology  or  economic  conditions  shift.  Con- 
sequently, a  place  on  the  response  form  should  be  provided  so  that 
the  land  user  can  request  that  the  district  send  a  technician  to  help 
update  or  revise  his  conservation  agreement. 

In  that  way,  a  land  user  might  say  that  the  agreement  had  been 
maintained  in  the  past  year,  but  would  need  to  be  changed  before 
the  next  season.  This  would  provide  him  with  flexibility,  and  also 
provide  the  district  with  a  means  of  identifying  and  scheduling 
technical  assistance  workloads. 

It  will  be  impossible  for  every  district  to  agree  with  every  land 
user  on  the  green  ticket  decision.  Some  land  users  will  refuse  to  sign 
an  agreement  on  the  basis  that  the  district  reqiiirements  are  unreason- 
able. They  will  then  request  the  district  to  chanjre  its  standards  in 
order  that  they  might  qualify  for  green  ticket  incentives. 

Another  type  of  appeal  may  arise  when  a  district  spot  check  re- 
wals  that  a  land  user  has  not,  in  fact,  kept  the  agreement  as  certified. 
Here,  it  will  be  the  lard  user's  claims  ngfiinst  the  findings  of  the  dis- 
trict or  agency  technician  that  carried  nut  the  spot  check. 

Another  type  of  appeal  may  arise  if  a  member  of  the  public  chal- 
lenges a  districts  green  ticket  program  on  the  grounds  that  land 
users  are  bemg  issued  green  tickets  without  being  reqnired  to  maintain 
adequate  conservation  management  systems  on  their  land. 
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In  all  of  these  situations,  the  district  will  need  an  established  pro- 
cedure to  assure  fairness  and  due  process.  Districts  operate  under 
State  law,  and  are  assisted  by  State  soil  conservation  agencies  estab- 
lished under  that  same  law. 

Some  State  laws  already  have  an  established  administrative  ap- 
peals process  that  districts  could  use.  Where  needed,  an  appropriate 
appeals  procedure  could  be  added  to  each  State's  law  that  would  allow 
for: 

One,  a  public  hearing,  resulting  in  findings  of  fact,  by  the  district. 

Two,  an  appeals  procedure  wherein  the  State  soil  conservation 
agency  would  review  the  district's  decision  on  its  merits. 

Three,  a  judicial  appeal  from  the  State  agency's  decision. 

NACSD  believes  that  the  establishment  of  such  a  preen  ticket  pro- 
gram in  the  Nation's  conservation  districts  is  a  feasible  goal.  It  will 
take  awhile  for  districts  to  establish  the  working  capability  to  carry 
out  the  job,  but  that  effort  is  underway  right  now. 

If  we  can  utilize  the  next  year  or  two  of  effort  in  the  Kesources  Con- 
servation Act  to  provide  some  fimds  for  testing  these  new  ways  of 
doing  business,  it  seems  reasonable  that  there  can  be  a  functioning  na- 
tionwide program  within  the  next  5  vears.  That  may  seem  a  long  time 
to  many,  out  if  we  can  accomplish  this  major  shift  in  the  emphasis  of 
national  conservation  policy  m  that  time,  it  will  be  a.  signincant  ac- 
c(»nplishment. 

I  order  to  make  the  green  ticket  program  work,  national  programs 
will  have  to  include  some  incentives  that  are  attractive  to  conservation 
farmers.  Those  incentives,  and  the  programs  that  deliver  them,  should 
not  be  operated  by  conservation  districts,  of  course,  but  by  the  Federal 
agencies  themselves. 

These  could  include  some  incentives  in  national  farm  programs,  but 
the  idea  should  be  approached  far  more  broadly.  For  examiHe,  there  is 
a  good  argument  for  an  income  tax  credit  based  on  conservation- 
Land  users  who  meet  the  green  ticket  criteria  could  attach  a  copy  of 
their  green  ticket  certificate  to  their  tax  return  as  proof  that  the  in- 
vestments made  and  costs  incurred  were  part  of  achieving  a  recognized 
conservation  goal.  They  could  then  claim  a  tax  credit  based  on  the 
amount  of  costs  incurred  or  income  foregone,  under  guidelines  that 
could  be  established  by  Congress  and  administered  by  USDA  and  IRS. 

There  is  no  reason  why  State  and  local  tax  credits  should  not  be  con- 
sidered as  well,  and  some  States  are  already  looking  at  legislation  that 
would  accomplish  this  goal.  Local  property  taxes  are  a  direct,  unavoid- 
able cost  that,  if  reduced,  would  provide  an  incentive  to  virtually  every 
land  user. 

Since  conservation  districts  are  created  of  State  law.  and  since  local 
taxing  authorities  are  created  by  State  law,  there  is  a  direct  connection 
in  the  green  ticket  concept  to  elevate  the  role  of  State  and  local 
government  in  the  whole  soil  conservation  arena. 

Any  Federal  program  established  should  have  as  one  of  its  goals 
the  encouragement  and  enhancement  of  State  and  local  conservation 
program  input.  Without  such  a  thrust.  Federal  programs  tend  to 
Ignore  or  discourage  these  other  efforts,  and  the  Nation  cannot  afford 
that. 

The  green  ticket  idea  has  been  presented  in  detail  so  that  debate 
could  continue  on  the  specifics  of  such  an  approach,  but  we  should 
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turn  our  attention  back  to  the  larger  questions  of  how  to  view  a  new 
look  at  the  whole  soil  and  water  conservation  program. 

But  in  order  for  the  green  ticket  to  work,  national  programs  are 
going  to  have  to  include  some  kind  of  incentives  that  are  attractive 
to  conservation  farmers.  Those  incentives  can  be  a  pretty  broad  range 
of  things.  Thei-e  could  be  some  national  farm  programs,  of  course,  but 
we  could  look  at  it  more  broadly. 

For  example,  you  have  talked  today  about  a  tax  credit  based  on 
conservation.  As  I  stated  before,  landowners  who  meet  the  criteria 
of  having  a  good  conservation  system  could  attach  a  copy  of  their 
certification  of  their  green  ticket,  so  to  speak,  from  the  district,  to 
their  tax  return  as  proof  of,  what  they  were  doing  did,  in  fact,  meet 
standards  and  was,  in  fact,  a  conservation  system.  They  could  then 
claim  a  tax  credit  based  on  the  amount  of  costs  incurred  or  income 
forgone  or  however  we  could  get  IRS  and  USDA  to  work  those 
details  out,  I  think  it  becomes  a  matter  of  being  innovative  and  being 
a  Iktie  inventive  as  we  look  at  this. 

Often  it  is  not  the  costs  that  the  farmer  incurs,  but  it  is  income 
that  he  forgoes  that  is  quite  an  economic  problem.  We  got  into  a 
test  on  water  quality  on  a  place  in  Indiana  and  discovered  that  the 
practice  that  kept  the  water  the  cleanest  of  all  was  to  have  a  rod  of 
grass  or  other  filler  strip  planted  right  alongside  the  stream.  The 
effect,  of  course,  was  to  take  the  sediment  out  just  before  the  water 
hit  the  stream.  Of  all  the  practices  we  used,  that  was  the  one  that  did 
the  most  for  cleaning  up  the  water. 

It  did  not  cost  much  to  put  that  grass  in.  What  it  cost  was  to  take 
a  rod  width  of  Indiana  cornland  and  have  it  growing  grass  instead 
of  corn.  That  was  a  considerable  cost  to  that  landowner.  He  for- 
went a  lot  of  income  as  a  result.  That  may  have  been  where  we  were 
delinquent  in  not  having  some  incentive  for  him. 

But  I  think  there  is  no  reason  why  State  and  local  tax  credits  could 
not  be  considered  as  well.  I  think  the  property  tax  riglit  now  might 
be  the  most  immediate  thing  that  faces  a  lot  of  agricultural  pro- 
ducers. We  have  two  States  now  that  are  considering  tampering  with 
that  mechanism,  which  is  under  State  legislation,  on  the  basis  of  a 
conservation  treatment. 

We  have  40-some  States  that  adjust  taxing  on  the  basis  of  agri- 
cultural land  use  in  some  attempts  to  do  agricultural  land  retention. 
That  has  not  proven  to  be  very  effective  in  Keeping  agricultural  land 
intact,  but  it  has  been  a  fairly  effective  tax  device. 

All  we  are  saying  is  that  there  is  no  reason  why  we  could  not  look 
to  not  only  the  agricultural  use,  but  the  proper  conservation  of  those 
lands  as  a  way  of  achieving  tax  credits.  That  is  a  matter  that  I  think 
State  legislatures  around  the  country  are  going  to  need  to  look  at  more 
and  more. 

One  idea  that  seems  to  be  emerging  from  USDA's  Resources  Con- 
servation Act,  RCA,  study  merits  discussion,  and  I  would  like  to 
explore  it  with  you  for  a  few  moments. 

For  lack  of  a  better  name,  we  call  it  the  "base-plus"  concept.  Under 
the  "base  plus"  concept,  we  first  must  accept  the  idea  that  there  is  some 
kind  of  conservation  program  needed  in  every  locality  in  America.  In 
some  areas,  serious  problems  of  sheet  and  rail  erosion  exist  on  cropland. 
Other  areas  have  wind  erosion,  while  others  may  have  water  pollution 
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fts  the  major  problem.  Still  other  localities  may  have  soil  erosion  that  is 
not  serious  bj  national  standards. 

There  the  soil  and  water  resource  problems  may  be  associated  with 
wetlands,  forests,  rangelands,  or  the  many  problems  created  by  rapid 
urbanization.  In  other  words,  every  locality  needs  a  soil  and  water  con- 
servation program,  but  those  programs  do  not  need  to  be  the  same  size 
and  intensity,  or  even  the  same  type. 

What  is  needed,  however,  is  a  base  program — one  that  is  in  effect 
everywhere.  We  think  the  elements  of  that  program  are  clear — and 
mostly  in  place.  They  are : 

One,  an  effective  soil  conservation  district.  With  few  exceptions, 
every  county  in  America  is  now  covered  by  conservation  districts. 
Areas  not  covered  are  eligible,  in  every  instance,  if  local  residents  de- 
sire to  establish  a  district  imder  State  law. 

These  districts  can  carry  out  functions  that  Federal  agencies  can- 
not, such  as  the  setting  of  local  priorities,  the  development  of  local  land 
use  programs,  and  the  coordination  or  administration  of  local,  State, 
or  federally  funded  programs. 

Two,  adequate  research,  education,  and  information  pro-ams.  The 
programs  are  in  place.  Their  adequacy  is  in  dispute,  particularly  in 
recent  years  as  inflation  and  Federal  budget  priority  shifting  has  taken 
a  heavy  toll. 

Three,  adequate  technical  assistance  for  land  users.  This  is  the  main 
mission  of  the  Soil  Conservation  Service,  but  in  recent  years  there  has 
been  a  steady  decline  in  SCS  field  personnel. 

In  many  regions,  this  is  seen  by  conservation  districts  as  the  major 
weakness  m  the  conservation  program.  People  on  the  land  do  not  carry 
out  conservation  systems  unless  they  understand  the  need  for  them, 
how  to  install  them,  and  liow  to  maintain  and  operate  them.  With 
every  system  needing  to  be  tailored  to  an  individual  piece  of  land  and 
an  individual  management  system,  technical  assistance  is  critical. 

Four,  adequate  economic  incentives.  This  should  include  the  agricul- 
tural conservation  program,  funded  sufficiently  to  make  realistic  levels 
of  cost  sharing  available  in  each  co>mty. 

This  program  has  been  funded  at  around  $100  million  to  $200  million 
for  many  years,  while  the  purchasing  power  of  the  dollar  has  dras- 
tically diminished.  Consequently,  the  program  is  seriously  under- 
funded at  this  time.  Those  need  to  be  available  everywhere.  They  need 
to  do  different  things  in  different  places.  That  needs  to  be  what  we 
consider  to  be  our  base  program. 

It  seems  to  be  that  it  is  on  top  of  that  base  that  you  look  at  areas  to 
target.  The  Great  Plains  conservation  program  looks  at  the  Great 
Plains.  It  is  a  lO-State  area  of  a  very  different  kind  of  climate,  with 
very  different  kinds  of  hazards  and  problems.  It  tackles  it  in  a  very 
specific  way. 

The  watershed  program  that  has  been  active  in  your  area,  Mr.  Jones, 
is  another  example  of  where  we  can  go  into  a  hydrologic  unit.  Because 
it  has  very  specific  problems,  we  can  deal  with  it  in  a  very  special 
manner. 

The  forestry  incentives  program  and  the  water  bank  program  ad- 
ministered by  SCS  are  other  examples  where  we  have  targeted  in  on 
very  specific  concerns. 
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In  addition  to  ACP,  however,  there  needs  to  also  be  the  conservation 
incentives  approach  discussed  under  the  green  ticket  label.  This  would 
help  take  some  of  the  pressure  off  the  ACP  money,  and  that  program 
could  concentrate  solely  on  the  major  conservation  practices  requiring 
significant  investments  to  install,  but  providing  little  or  no  private 
return  on  that  investment.  In  other  words,  .M3P  cost-sharing  and 
green  ticket  incentives  should  be  complementary  and.  taken  together, 
could  make  an  effective  set  of  economic  incentives. 

In  addition  to  these  "base"  programs,  Congress  should  then  con- 
sider other  approaches  as  "plus"  programs.  TTiese  "plus"  programs 
would  target  national  efforts  toward  high  priority  conceras  or  spe- 
cial problems.  Many  of  them  are  already  in  place;  others  need  to  be 
considered. 

For  example,  both  the  water  bank  program  and  the  forestry  incen- 
tives program  should  be  viewed  as  "plus  programs.  They  apply  only 
in  certain  ar^as,  and  they  address  specific  problems. 

The  Public  Law  566  watershed  program  is  much  the  same.  It  ad- 
dresses a  wider  spectrum  of  problems,  but  can  be  focused  on  specific 
areas  where  severe  problems  require  concerted  attention. 

The  rural  clean  water  program,  if  it  is  funded,  should  be  viewed  in 
the  same  way.  It  should  be  focused  on  those  areas  where  water  pollu- 
tion from  agricultural  runoff  is  most  severe.  As  we  now  know,  there 
are  many  such  areas,  but  they  make  up  a  very,  verj'  small  percentage 
of  the  total  agricultural  land. 

In  addition,  we  need  one  more  type  of  "plus"  program.  We  have 
called  it,  for  lack  of  a  better  name,  a  special  areas  conservation  pro- 
gram. It  could  use  the  very  successful  Great  Plains  conservation  pro- 
gram. GPCP,  as  an  example  and  should,  if  established,  include  GPCP 
as  a  major  component. 

Such  a  program  could  be  established  by  a  piece  of  "umbrella"  legis- 
lation,  perhaps  similar  to  Public  Law  566,  that  would  give  USDA 
the  authority  to  propose  special  regional  programs  based  on  an  iden- 
tified regional  need.  Such  special  programs  should  then  be  individu- 
ally approved  by  the  Congress  and  individually  funded  in  the  appro- 
priations process.  Each  should  come  to  the  Congress  complete  with 
Its  own  justification,  boundaries,  operating  and  administrative  char- 
acteristics, et  cetera. 

The  first  element  to  be  included  should  be  the  Great  Plains  program. 
In  that  region,  serious  wind  erosion  is  the  problem  and  land  conver- 
sions under  long-term  contracts  have  been  an  effective  answer.  It  is  a 
good,  workable  approach  for  the  Great  Plains  and  should  be  continued, 
as  a  supplementary  program  specific  to  that  region. 

In  addition,  however,  other  regions  need  special  attention  that  they 
are  not  getting.  West  Tennessee  is  an  example,  as  is  the  Palouse  region 
in  Idaho  and  Washington.  The  recent  study  of  the  International  ^int 
Commission  has  identified  a  serious  problem  in  the  Great  Lakes 
Region. 

All  of  these  regions  have  serious  problems,  but  each  is  different 
from  the  other  and  all  are  different  from  the  Great  Plains. 

In  other  words,  each  needs  a  special  program — one  that  could  be- 
come an  element  in  the  special  areas  conservation  program.  The  types 
of  programs,  the  practices  involved,  the  methods  of  administration — 
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all  could  differ,  if  that  were  the  way  USDA  and  the  local  interests 
determine  is  most  feasible.  We  need  to  have  authority  for  the  Secretary 
of  Agriculture  to  cause  such  a  program  to  be  developed,  to  cause  its 
boundaries  to  be  defined,  to  cause  its  details  and  operational  details  to 
be  defined.  They  need  to  bring  it  up  here  and  present  it  to  you  as  an 
additional  chapter  in  this  special  areas  conservation  approach. 

Then  I  would  argue  that  it  needs  to  retain  that  identity  through  the 
appropriations  process,  so  that  when  we  get  into  the  appropriations 
battle  we  can  talk  about  how  much  money  is  needed  for  Great  Plains 
and  how  much  money  is  needed  for  one  region  and  another.  I  think 
that  is  the  only  way  we  are  going  to  get  to  the  point  where  we  can  do 
these  kinds  of  things  and  ad(&ess  the  specific  problems  in  those 
regions. 

I  think  you  see  the  potential  in  such  an  approach.  It  could  solve 
some  of  our  really  serious  regional  conservation  problems.  But  one 
thing  is  essential,  and  this  is  why  we  call  the  concept  "base-plus" 
None  of  these  "plus"  efforts  should  detract  from  or  replace  the  "base" 
programs. 

Each  should  be  an  additional  effort,  justified  on  the  basis  that  the 
base  program  is  inadequate  to  solve  an  identified,  high-priority  prob- 
lem in  a.  particular  region.  Only  if  we  keep  this  "base-plus"  concent 
intact  can  we  attain  both  of  the  important  national  conservation  goals 
that  must  be  achieved : 

One,  a  basic  program  that  transfers  soil  and  water  conservation 
technology  to  land  users  everywhere,  on  every  type  of  land  and  water 
use ;  and, 

Two,  an  adequate  response  to  the  specific  problems  that  require  high 
priority  national  attention. 

As  you  continue  your  search  for  improved  Federal  conservation 
programs,  we  offer  all  the  assistance  and  encouragement  within  the 
capability  of  conservation  districts,  the  State  agencies  that  oversee 
their  wort,  and  the  national  association  that  I  represent. 

We  hope  you  will  keep  in  mind  the  many  e'ements  in  our  whole 
national  approach.  Conservation  districts,  their  State  associations, 
and  NACD  will  continue  to  encourage  the  improvement  of  State,  lo- 
cal, and  private  contributions  to  soil  conservation. 

We  again  urge  you  to  develop  Federal  programs  that  are  not  only 
effective  in  their  own  right,  but  that  also  encourage  these  non- Federal 
inputs. 

Mr.  Jones  of  Tennessee.  Excuse  me.  There  is  a  vote  on  the  floor  of 
the  House.  So  at  this  point  we  will  have  to  take  a  short  recess. 

[Recess  taken.] 

Mr.  Jones  of  Tennessee.  The  subcommittee  will  resume  its  sitting. 
Mr.  Sampson  ? 

Mr.  Sampson.  Thank  you,  Mr.  Chairman. 

I  was  just  about  finished,  Mr.  Chairman.  I  think  it  would  be  use- 
ful to  make  a  closing  remark  and  then  answer  any  questions  tliat  you 
may  have. 

what  I  have  been  proposing  here  is  something  that  we  need  to  take 
a  strong  look  at  as  you  look  into  the  RCA  options  that  come  out  and 
decide  what  kin<y  of  legislative  approaches  you  might  want  to  take. 
It  seems  to  me  that  only  if  we  keep  the  "base-plus"  concept  intact  can 
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we  attain  both.  Both  are  national  goals  that  I  see  that  we  need  to 
think  about. 

I  appreciate  time  that  the  subcommittee  has  spent  and  I  appreciate 
the  goal  that  you  have.  You  know  you  have  our  support  as  you  look  at 
options.  We  will  be  most  pleased  to  work  with  you  in  any  way  we  can. 

Mr.  Jones  of  Temicssee.  Thank  you  very  much.  I  know  nom  post 
experiences  that  you  are  ready- 
Rather  than  keep  you  here  this  afternoon  and  go  into  some  of  the 
details  that  I  am  very  much  interested  in,  I  would  like  to  get  you  back 
up  here  when  you  have  some  time  so  that  we  can  sit  down  in  my  office 
and  talk  about  this.  Maybe  we  can  do  that  with  two  or  three  members 
of  the  subcommittee.  Would  that  be  agreeable  ? 

Mr.  Sampson.  That  would  be  fine. 

Mr.  JoNse  of  Tennessee.  Mr.  Daschle,  do  you  have  any  questions? 

Mr.  Daschli:.  No,  Mr.  Chairman,  I  have  no  questions  at  this  time. 

Mr.  Jones  of  Tennessee.  Do  you  think  it  would  be  a  good  idea  to  do 
thatt 

Mr.  Daschle,  Yes;  I  would  like  to  participate  in  that  discussion. 

M"*,  Jo\-ES  of  Tcnnepsee.  Yes;  we  will  try  to  get  the  subcommittee 
together  to  do  that.  This  takes  more  than  just  a  few  moments  to  talk 
about.  We  have  discussed  it  some  in  previous  meetings,  but  I  am 
really  concerned  about  where  we  are  gomg  and  what  we  are  going  to 
do.  I  do  not  think  we  can  do  it  this  aftemooTi. 

Mr.  Sampson.  I  appreciate  that,  Mr.  Chairman.  I  think  at  this 
point  we  may  need  a  more  informal  setting  in  order  to  discuss  some 
ideas  because  there  are  a  lot  of  things  that  need  to  be  aired  out  in  an 
extensive  way. 

Mr.  Jones  of  Tennessee.  I  think  you  are  right. 

Thank  you  very  much,  Mr.  Sampson,  for  your  testimony. 

Our  final  witness  is  Mr.  John  Artz,  member  of  the  board  of  direc- 
tors. Society  for  Range  Management. 

STATEMENT  OB  JOHN  L,  AATZ,  HEUBEB,  BOARD  OF  DIRECTORS, 
SOCIETY  FOB  RANffE  UANAOEUENT 

Mr.  Arts.  Thank  you,  Mr.  Chairman. 

My  name  is  John  L.  Artz.  I  am  a  professor  of  range  science  at  the 
ITniversity  of  Xevada,  Reno.  I  am  also  a  member  of  the  board  of  di- 
rectors. Society  for  Range  Management,  and  it  is  for  this  organization 
I  sneak  today. 

The  Societv  for  Range  Management,  SRM,  is  an  international  or- 
ganization o{  about  6,000  professional  range  scientists,  range  man- 
agers, ranchers,  and  others  deeply  committed  to  the  wise  use  and 
management  of  rangelands.  Its  central  office  is  at  2760  West  Fifth 
Street,  Denver,  Colo. 

The  Great  Plains  conservation  program.  GPCP,  authorized  by 
ConffTess  in  1956,  has  compiled  an  impressive  record  in  providing 
needed  protection  and  improvement  of  soil,  water,  land,  and  plant 
resources  on  the  agricultural  and  rnnfeiands  of  the  10  States  and 
469  counties  that  have  been  included  in  the  program. 

According  to  data  we  have  reviewed,  soil  erosion  has  been  reduced 
by  over  240  million  tons  annually ;  nearly  5  million  acres  have  been 
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established  as  permanent  ^asslands;  56,000  acres  have  gone  into  tree 
plantations  and  windbreaks;  1.2  million  acres  of  stripcropping  has 
been  applied ;  and  water  distribution  systems  for  livestock  and  wild- 
life indude  over  10,500  miles  of  pipeline  and  40,000  earthen  structures. 

Under  the  administration  of  the  Soil  Conservation  Service  and  the 
enthusiastic  participation  of  farmers  and  ranchers,  long-term  invest- 
ments have  been  made  through  carefully  planned  and  applied  con- 
servation contracts.  The  contracts  include  practices  listed  above  and 
many  more  that  have  reduced  erosion  and  sediment  on  over  100  million 
acres,  curbed  air  and  water  pollution,  enhanced  wildlife  habitat,  and 
helped  to  stabilize  local  economies. 

Much,  however,  remains  to  be  done  through  GPCP.  We  understand 
that  only  half  of  the  acreage  needing  conservation  work  in  the  desig- 
nated counties  has  been  treated  to  date  and  nearly  5,000  applications 
for  conservation  contracts  await  processing  and  funding. 

For  these  reasons  the  Society  for  Range  Management  supports  ex- 
tension of  the  Great  Plains  conservation  program.  A  copy  of  a  resolu- 
tion in  this  regard,  adopted  by  the  board  of  directors  on  February  12, 
1979,  is  attached  to  this  statement, 

I  would  request  that  a  copy  of  this  resolution  be  placed  in  the 
record. 

Mr.  Jokes  of  Tennessee.  Without  objection,  so  ordered. 

Mr.  Ahtz.  In  short,  we  support  extension  of  the  GPCP ;  we  urge  the 
removal  of,  or  raising  of  current  total  programs  and  annual  cost-share 
limits ;  we  favor  expansion  of  the  presently  designated  area  to  include 
other  areas  with  similar  conditions;  and  we  suggest  provision,  in  any 
future  legislation,  for  GPCP-fimded  conservation  demonstration 
projects  to  be  carried  out  in  cooperation  with  landowners  and  educa- 
tional institutions. 

The  Society  for  Range  Management  supports  cost-share  programs 
which  serve  as  an  incentive  to  establish  enduring  conservation  prac- 
tices on  our  Nation's  nonfederally  owned  rangelands.  The  agricultural 
conservation  program,  ACP,  administered  by  Agricultural  Stabiliza- 
tion and  Conservation  Service,  has  proven  its  worth  for  many  years 
through  its  annual  cost  share  of  range  practices. 

These  practices  have  helped  range  livestock  producers  and  the 

Eublic  alike.  Selective  management  of  invading  brush,  for  example, 
as  increased  fora^  for  livestock  while  improving  liabitat  for  wild- 
life and  improving  range  watershed  values. 

The  Society  for  Range  Management  supports  the  continuation  of 
the  ACP  with  the  following  provision :  Cost-share  range  improvement 
practices  should  be  followed  by  proper  range  management  practices, 
such  as  deferred  grazing  and  proper  degree  of  use. 

Recipients  of  Federal  cost -share  payments  should,  in  our  opinion, 
agree  in  writing  with  ASCS  to  carry  out  necessary  ran,^  management 
as  a  condition  for  receiving  Federal  assistance.  There  should  be  no 
exceptions. 

Thank  you  for  this  opportunity  to  ctnnment. 

[The  resolution  referred  to  follows :] 
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Bdabd  of  Dioectoss  Resoli;tioh  ;  Casfbb,  Wto. — Febritaby  12, 1979 
okeat  plains  conservation  pboqrau 

Wliereas  a  aignificant  amount  of  rangeland  should  and  can  be  returned  to  a 
more  productit-e  plant  communitr  through  the  application  ot  sound  grazing 
management  principles  and  practices ; 

Wberefls  soil  sediment  yield  must  and  ean  be  reduced ; 

Whereas  water  quantity  and  quality  should  and  can  be  greatly  Improved 
tbrougb  dlscrUninatlve  management  of  invading  and  spreading  brush  species ; 

Wherean  only  through  a  long  term,  coordinated,  and  applied  plan  of  action 
can  rangeland  be  restored ; 

And  Whereas  the  Great  Plains  Conservation  Program  is  deigned  to  coordinate 
and  cost-share  the  application  of  range  management  principles  and  practices 
tbat  will  restore  the  productivity  of  the  plant  community  ; 

Therefore  be  it  Reiolred  that  the  Society  for  Range  Management  supports  the 
introduction  of  legislation  that  will  extend  the  existing  Gre.it  Plains  Conserva- 
tion Program  for  an  Indefinite  period  tiiroughout  the  entirety  of  all  states  in  the 
Ureat  Plains  Conservation  Program  Area,  and  remove  fund  llmitatious. 

Mr.  Jones  of  Tennessee.  Tliank  you  veiT  much,  Ml.  Aitz. 

Are  there  any  questions? 

Mr,  Daschle.  Mf,  Chairman,  I  have  no  questions  at  this  tijne.  I 
appreciate  having  the  statement.  I  intend  to  stndy  it  in  gi-oater  detail. 

Mr,  J0NK8  of  Tennessee.  We  appreciate  your  being  liere,  Mr.  Artz. 
We  will  look  at  your  statement  verj-  carefully. 

This  does  not  conclude  all  the  healings  we  intend  to  have.  We  will 
be  having  more  hearings  later.  But  at  this  time  we  will  adjouiTi 
today's  hearing. 

Prior  to  that,  is  there  anyone  else  wlio  would  like  to  say  anything  ? 

If  not,  this  concludes  today's  hearing. 

The  subcommittee  is  adjourned  subject  to  the  call  of  the  Chair. 
"  [Whereupon,  at  4 :25  p.m.,  the  subcommittee  was  adjourned.] 


ly  Google 


„  Google 


FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AMENDMENTS 


TVSBDAT,  OCTOBXB  8,  SOTS 

HOUBE    or    REESBSKNTAimS, 

SmoomfmsE  oir  Conbebtation  and  Crb>it 

OF  THE  COMMITTEe   ON    AoBICULTUBB, 

ffvtckinsonj  Kan*. 

The  sabcommittee  met,  pursuuit  to  notice,  at  9  ajn,,  in  the 
FarMkrCo  Conference  Room,  Hutchinson,  Kans.,  Hon.  Ed  Jonee  of 
Tennessee  (chairman  of  the  subccnunittee)  presiding. 

Present:  RepFeaentatives  Glickman  and  Sebeliua 

Staff  present :  Robert  A.  Cashdollar,  Wayne  A.  Fletcher,  and  Frank 
Winston. 

Mr.  Jones  of  Tennessee,  (rood  morning,  ladies  and  gentlemen.  I'm 
Congressman  Ed  Jones  of  the  Seventh  Congressional  District  of 
Tennessee,  and  chairman  of  the  Conservation  and  Credit  Suhcommit* 
tee  of  the  full  Agriculture  Committee.  I'm  delighted  to  be  here  in 
Hutchinson,  Kans.,  with  my  good  friend  Dan  Glickman.  whose  district 
we  are  in.  and  almost  in  Keith  Sebelius*  district.  I'm  glad  to  arrange 
this  hearing  today. 

Just  a  word  or  two  about  my  colleagues  who  are  sitting  here  this 
morning.  First  Vm  going  to  say  that  Keith  Sehelius  has  seen  in  the 
Congress  longer  than  I  uve,  a  few  years  longer. 

Mr.  Sebelidb.  Just  a  few  months, 

Mr.  Jones  of  Tenneseee.  Just  a  few  mrmths.  He's  the  second  rank- 
ing member  of  the  full  Agriculture  Committee.  Keith  and  I  have 
worked  together  now  for  a  good  manv  years,  and  I  must  say  veiy 
closely,  be«uise  we're  all  concerned  with  problems  of  agriculture,  and 
how  they  relate  to  the  people  back  <m  the  farm  and  thoae  i^m  live  in 
the  communities. 

We  are  gathered  here  for  the  purpose  of  hearing  witnesses  who  are 
concerned  about  farm  credit,  and  the  Great  Plains  program,  and  who 
might  be  interested  in  further  con-servation  measures  to  protect  the 
son  of  this  great  country  of  outs.  At  this  point  H.R-  4782  will  be  placed 
in  the  recoil 

rH.R.  4782  and  the  report  from  the  Office  of  Management  and 
Budget  follows:] 

(77) 


ly  Google 


H.R.4782 


To  amend  further  the  F»nn  Credit  Act  ot  1B71  to  pennii  Fsrm  Credit  System 
initilutioni  lo  improve  their  lervicei  to  boirowen,  uid  (or  odier  purpowi. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

JuLT  13.  1979 

Hr.  JOMM  of  Tcnneiaee  (by  request)  mtroduced  the  following  bill;  which  wal 

referred  lo  the  Conuniltiie  on  Agriculture 


A  BILL 

To  ameiid  furtber  the  Farm  Credit  Act  of  1971  to  permit  Farm 
Ct«dit  £]ntem  institutions  to  improve  ttieir  services  to  bor- 
rowecv  Ifid  for  oUier  purposes. 

1  -  ANt  »etfed  fiy  Us  Senofc  a»d  Hotue  of  Rtpnaimta- 

2  livu<ttlVlttiSlalmafAmerii!amC<mgnis<iitiimikd, 

3  Tbat  Itk  Aft «»;  be  cikdas  tie  "Farm  Credit  Act  Amend- 

4  menu  of  197S". 

5  TITLE  I— FEDERAL  LAND  BAIIKS  AMD 

6  ASSOCUTIONS 

7  Sec.  101.  Section  1.4  is  amended — 
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1  (a)  in  paragraph  (6),  by  striking  out  after  the  word 

'2  "Make"  the  «-ords  "loans  and"  and  inserting  in  lieu 

3  thereof  the  words  "and  participate  in  loans,  make": 

4  (b)   in  paragraph   (12),   by   inserting   before   the 

5  period  at  the  end  thereof  the  words  ";  participate  nith 

6  one  or  more  other  Farm  Credit  System  institutions  in 

7  loans  made  under  this  title  or  other  titles  of  this  Act 
6  on  the  basis  prescribed  in  section  4.18;  and  participate 
9  n-ith  lenders  which  are  not  Farm  Credit  S>-stem  insti- 

10  tutions  in  loans  that  the  bank  is  authorized  to  make 

1 1  under  this  title"; 

12  (c)   in   paragraph   (15),   by   changing   the   second 

13  comma   to   a   semicolon,   by   striking  out  before   the 

14  period  at  the  end  thereof  the  words  "and  make  such 

15  other  investments  as  may  be  authorized  by  the  Farm 

16  Credit  Administration",  and  by  inserting  in  lieu  thereof 

17  the  words  "and,  as  may  be  authorized  by  its  board  of 

18  directors  and  approved  by  the  Farm  Credit  Administra- 

19  tion,  (t)  sell  to  lenders  which  are  not  Farm  Credit 

20  System  institutions  interests  in  loans,  (ii)  buy  from  and 

31  sell  to  Farm  Credit  System  institutions  interests  in 

32  loans  and  in  other  financial  assistance  extended  and 

23  nonvoting  slock,  and  (iii)  make  other  investments"; 

24  (d)  by  adding  a  paragraph  (23)  as  follows: 
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1  "(22)  Accept  contributions  to  its  capital  from  Federal 

3  land  bank  associations  and  account  therefor  as  authorized  by 

3  the  Farm  Credit  Administration.";  and 

4  (e)  by  adding  a  paragraph  (23)  as  follows: 

5  "(23)  Agree  with  other  Farm  Credit  System  institutions 

6  to  share  loan  and  other  losses,  whether  to  protect  ag^st 

7  capital  impurment  or  for  any  other  purpose,  as  may  be  au- 

8  thorized  in  regulations  of  the  Farm  Credit  Adminbtration.". 

9  Sbc.  102.  Section  1.5  is  amended — 

10  (a)  in  subsection  (b),  by  striking  out  the  word  "hy- 

11  potheticated"  and  inserting  in  lieu  thereof  the  word 

12  "hypothecated"; 

13  (b)  in  subsection  (d),  in  the  first  sentence,  before 

14  the  words  "and  may  also  be  issued"  by  inserting  the 

15  words  "to  borrowers  as  patronage  refunds,"  and  before 

16  the  period  at  the  end  thereof,  by  striking  out  the  words 

17  "farmers  or  ranchers"  and  inserting  in  lieu  thereof  the 

18  words  "farmers,  ranchers,  and  producers  or  harvesters 

19  of  aquatic  products"; 

20  (c)  in  subsection  (d),  by  inserting  the  following 

21  new  sentence  between  the  first  and  second  sentences 

22  thereof:  "Nonvoting  stock  also  may  be  issued  to  and 

23  shall  be  retired  for  other  Farm  Credit  System  institu- 

24  tions  as  may  be  authorized  by  its  board  of  directors 

25  and  approved  by  the  Farm  Credit  Administration."; 
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1  (d>  by  ad^ng  ft  subsection  (0  u  (oUows: 

2  "(f)  Patronage  refunds  may  be  paid  in  nonvoting  stock. 

3  participation  certificates,  allocated  surplus,  and  other  equities 

4  of  the  bank,  or  cash,  or  in  both  equities  and  cash,  as  deter- 

5  mined  by  the  board  of  the  bank,  to  borrowers  of  the  fiscal 

6  year  for  which  such  patronage  refunds  are  distributed.  AH 

7  patronage  refunds  shall  be  paid  in  the  proportion  that  the 

8  amount  of  interest  on  the  loans  to  each  borrower  during  the 

9  year  bears  to  the  interest  on  the  loans  of  all  borrowers  during 

10  the  year  or  on  such  other  proportionate  patronage  basis  as 

11  the  Farm  Credit  Administration  may  approve.";  and 
13  (e)  by  adding  a  subsection  (^  as  follows: 

13  "(g)  Equities  to  evidence  contributions  to  capital  may  be 

14  issued  to  Federal  land  bank  associations  when  the  bylaws  of 

15  the  bank  so  provide.". 

16  Sec.  103.  Section  1.6  is  amended  to  read  as  follows: 

17  "Sec.  1.6.  Real  Estate  Hobtoaob  Loans.— The 

18  Federal  land  banks  are  antbcmzed  to  make  or  participate 

19  with  other  lenders  in  long-term  real  estate  mortgage  loans  in 

20  areas  defined  by  the  Farm  Credit  Administration,  and  make 

21  continuing  commitments  to  make  such  loans  under  specified 

22  circumstances,  or  ezlend  other  financial  assistance  of  a  stmi- 

23  lar  nature  to  eligible  borroweis,  for  a  term  of  not  less  than 
34  live  Dor  more  than  forty  yean.". 
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1  Sec.  104.  Section  1.7  is  amended  by  mserting  before 

2  the  period  at  the  end  of  the  first  sentence  the  words  "u 

3  provided  in  section  4.17". 

4  Sec.  105.  Section  1.8  is  amended  by  striking  out  in 

5  clause  (1)  the  words  "and  ranchers"  and  inserting  in  lieu 

6  thereof  Uie  words  ",  ranchers,  or  producers  or  harvesters  of 

7  aquatic  products". 

8  Sec.  106.  Section  1.9  is  amended  by  striking  out  the 

9  first  sentence  and  inserting  in  lieu  thereof  the  following  sen- 

10  tence:  "loans  originated  by  a  Federal  land  bank  or  in  which  it 

11  participates  with  a  lender  which  is  not  a  Farm  Credit  System 

12  institution  shall  not  exceed  85  per  centum  of  the  appraised 

13  value  of  the  real  estate  security,  or  such  greater  amount  as 

14  may  be  authorized  in  regulations  of  the  Farm  Credit  Admin- 

15  istratJon  for  loans  guaranteed  by  Federal,  State,  or  other 

16  governmental  agencies,  and  shall  be  secured  by  first  Uens  on 

17  interest  in  real  estate  of  such  classes  as  may  be  approved  by 

18  the  Farm  Credit  Administration.". 

19  Sec.  107.  Section  1.10  is  amended  by  striking  out  the 

20  first  sentence  and  inserting  in  lieu  thereof  the  following  sen- 

21  tence:  "Loans  made  by  the  Federal  land  banks  to  fanners 
23  and  ranchers  and  producers  or  harvesters  of  aquatic  products 

23  may  be  for  any  agricultural  or  aquatic  purpose  and  other 

24  credit  needs  of  the  applicant,  including  financing  for  basic~ 

25  processing  and  marketing  directly  reUted  to  the  applicant's 


ly  Google 


1  operations  and  those  of  other  eligible  farmers,  ranchers,  and 

3  producers  or  hanesters  of  aquatic  products:  Pmvided,  That 

3  the  applicant's  operations  shaU  supply  at  least  the  percentage 

4  of  total  procesnng  or  marketing  for  which  nnannng  is  ex- 

5  tended  that  is  required  b;  the  board  of  directon  of  the  bank 

6  under  regulations  of  the  Farm  Credit  Administration.". 

7  Sec.  108.  Section  1.11  is  amended  hv  gtriking  out  the 

8  words  "on-farm  operations"  and  inserting  in  lieu  thereof  the 

9  words  "on-faim  and  aquatic  operations". 

10  Sec.  109.  Section  1.12  is  amended  bv  striking  out  the 

1 1  designation  "(a)"  preceding  the  text 

12  Sec.  110.  Section  1.15  is  amended — 

13  (a)  in  paragraph  (13),  by  striking  out  the  word 

14  "shall"; 

15  <b)  in  paragraph  (14),  before  the  words  "make 

16  such  other  charges  for  services  as  maj  be  approved  by 

17  the  bank."  br  striking  out  the  word  "may";  and 
16  (c)  by  adding  a  paragraph  (21)  as  follows: 

19  "(21)  Contribute  to  the  capital  (rf  the  bank.". 

20  Sec.  111.  Section  1.16  is  amended— 

~I  M  in  subsection  (a),  before  the  «-ords  "book 

22  value"  in  the  sixth  sentence,  by  striking  out  the  word 

23  "fair";  and 

24  (b)  by  adding  a  subaectioD  (c)  as  follows: 
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1  "(c)  Notwithstanding  the  provisions  of  subsection  (a), 

2  the  purchase  of  stock  need  not  be  required  mth  respect  to 

3  that  part  of  any  loan  (1)  made  by  a  Federal  land  bank  which 

4  it  sells  to  a  lender  which  is  not  a  Farm  Credit  Syst«ni  institu- 

5  tion,  or  (2)  which  such  lender  retains  or  acquires  in  partici- 

6  pating  in  the  loan  with  a  Federal  land  bank.". 

7  Sec.  112.  Section  1.17  is  amended — 

8  (a)  in  subsection  (a),  by  striking  out  in  the  last 

9  sentence  the  word  "exess"  and  inserting  in  lieu  thereof 

10  the  word  "excess";  and 

11  (b)  in  subsection  (b),  by  inserting  before  the  words 

12  "out  of  the  whole  or  any  part  of  net  earnings"  the 

13  words  ",  and  pay  patronage  refunds,  or  do  any  of 

14  them,  as  provided  in  its  bylaws,",  and  by  striking  out 

15  the  word  "with"  at  the  begiiming  of  clause  (3)  and  in- 

16  serting  in  lieu  thereof  the  word  "the". 

17  Sec.  113.  Section  1.18  is  amended  by  striking  out  sub- 

18  section  (b)  and  insertmg  in  lieu  thereof  a  new  subsection  (b) 

19  as  follows: 

20  "(b)  Any  association  may  declare  a  dividend  or  divi- 

21  dends  and  pay  patronage  refunds,  or  do  any  of  them,  as  pro- 

22  vided  in  its  bylaws,  out  of  the  whole  or  any  part  of  its  net 

23  earnings  available  therefor  which  remain  after  (1)  mainte- 

24  nance  of  the  ceserve  required  in  subsection  (a)  hereof  and  (2)  ~ 

25  hank  approval; -Ail  patrimage  refunds  shaO  be  paid  on  the  ~ 
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1  proportionate  patron&ge  basis  approved  by  the  bank.  Divi- 

2  dends  shall  be  noncumulative,  and  the  rate  of  dividends  may 

3  be  different  between  different  classes  and  issues  of  stock  and 

4  participation  certificates  on  the  basis  of  the  comparative  con- 

5  tributioDS  of  the  holdera  thereof  to  the  capital  or  earning  of 

6  the  Federal  land  bank  by  such  classes  and  issues,  but  other- 

7  wise  dividends  shall  be  without  preference.". 

8  Sec.  114.  Section  1.19  is  amended  by  adding  the  fol- 

9  lowing  sentence  at  the  end  thereof:  "Associations  also  may 
10  enter  into  ap^ements  with  other  Faim  Credit  System  insti- 
ll tutions  to  share  loan  and  other  losses,  whether  to  protect 

12  against  capital  impainoent  or  for  any  other  purpose,  as  may 

13  be  authorized  by  the  bank  in  accordance  with  regulations  of 

14  the  Farm  Credit  Administration.". 

15  Sec.  115.  Section  1.20  is  amended  by  inserting  after 

16  the  word  "stock"  the  second  time  it  appeara  the  words  "or 

17  participation  certificates,"  and  by  inserting  after  the  words 

18  "Farm  Credit  Administration"  the  words  "or  other  Farm 

19  Credit  System  institutions". 

20  TITLE     n— FEDERAL    INTERMEDUTE     CREDIT 

21  BANKS  AND  PRODUCTION  CREDIT  ASSOCI- 

22  ATIONS 

23  Sec.  201.  Section  2.1  is  amended— 

24  (a)  in  paragraph  (IS),  by  striking  out  the  words 

25  "and  make  such  other  investmenU  u  may  be  author- 
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1  ized  by  the  Farm  Credit  Administration"  and  inserting 

2  in  lieu  thereof  the  words  ";  and,  as  may  be  authorized 

3  by  its  board  of  directors  and  approved  by  the  Farm 

4  Credit  Administration,  (i)  buy  from  and  sell  to  Farm 

5  Credit  System  institutions  interests  in  loans  and  in 

6  other    financial    assistance    extended    and    nonvoting 

7  stock,  and  (ii)  make  other  investments"; 

8  (b)  by  striking  out  paragraph  (18)  and  inserUng  in 

9  lieu  thereof  a  new  paragraph  (18)  as  follows: 

10  "(18)  Agree  with  other  Farm  Credit  System  institutions 

11  to  share  loan  or  other  losses,  whether  to  protect  against  capi- 

12  tal  imp^rment  or  for  any  other  purpose,  as  may  be  author- 

13  ized  by  its  board  of  directors  and  approved  by  the  Farm 

14  Credit  Administration.";  and 

15  (c)  in  paragraph  (20),  before  the  period  at  the  end 

16  thereof  by  inserting  the  following:  ",  and  participate 

17  mAt  one  or  more  other  Farm  Credit  System  inttitu- 

18  tioni  in  loans  made  under  tbii  title  or  other  dlles  of 

19  this  Act  on  ^e  basis  prescribed  in  section  4.18". 

20  Sec.  202.  Section  2.2  it  amended— 

21  (a)  in  subsection  (d),  before  the  period  at  the  end 

22  of  the  fu-st  sentence  by  inserting  the  following:  ",  and 

23  may  be  issued  to  and,  notwithstanding  the  provisions  of 

24  subsection  (g),  shall  be  retired  for  other  Farm  Credit 

25  System  institutions  as  may  be  authorized  by  its  board 
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1  of  directors  and  approved  by  the  Farm  Credit  Adminis- 

2  tration"; 

3  (b)  in  subsection  (g),  in  the  last  sentence  of  the 

4  second  paragraph,   and  in  the  last   sentence   of  the 

5  fourth  paragraph  before  the  words  "book  value"  by 

6  striking  out  the  word  "fair"; 

7  (c)  in  subsection  (h),  before  the  words  "held  by 

8  the  Governor"  by  inserting  the  words  "or  participation 

9  certiHcates"  and  before  the  first  comma  by  inserting 

10  the  words  "or  other  Farm  Credit  System  institutions"; 

11  and 

12  (d)    in    subsection   (i),   before    the    words    "book 

13  value"  by  striking  out  the  word  "fair". 

14  Sec.  203.  Section  2.3  is  amended— 

15  (a)  by  striking  out  subsection  (b)  and  inserting  in 

16  lieu  thereof  a  new  subsection  (b)  as  follows: 

17  "(b)  The  Federd  intefmediate  credit  banks  are  author- 

18  ized  to  discount  for,  or  purchase  from,  any  national  bank, 

19  State  b^,  trust  company,  agricultural  credit  corporation, 

20  incorporated  livestock   loan   company,   savings   institution, 

21  credit  union,  association  of  agricultural  producers  engaged  in 

22  the  making  of  loans  to  farmers  and  ranchers,  and  any  corpo- 

23  ration  engaged  in  the  making  of  loans  to  producers  or  har- 

24  vesters  of  aquatic  products,  with  its  endorsement  or  guar- 

25  anty,  any  note,  draft,  or  other  obligation  the  proceeds  erf 
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1  which  have  been  advanced  or  used  in  the  first  instance  for 

2  any  agricultural  purpose,  including  the  breeding,  raising,  fat- 

3  tening,  or  marketing  of  livestock,  or  for  the  production  or 

4  harvesting  of  aquatic  products;  and  to  make  loans  and  ad- 

5  vances  to  any  such  financing  institution  secured  by  such  col- 

6  lateral  as  may  be  approved  by  the  Farm  Credit  Adnunistra- 

7  tion:  Provided,  That  no  such  loan  or  advance  shall  be  made 

8  upon  the  security  of  collateral  other  than  notes  or  other  such 

9  obligations  of  farmers  and  ranchers  and  producers  or  harvest- 

10  ers  of  aquatic  products  eli^le  for  discount  or  purchase  under 

11  the  provisions  of  this  section,  unless  such  loan  or  advance  is 

12  made  to  enable  the  financing  institution  to  make  or  can^ 

13  loans  for  any  agricultural  purpose  or  for  the  production  or 

14  harvesting  of  aquatic  products.";  and 

15  (b)  in  subsection  (c),  by  inserting  in  the  second 

16  sentence   before   the   words   "if  the   amount  of  such 

17  paper"  the  words  "or  for  the  prodiliition*  or  harvesting 

18  of  aquatic  products,". 

19  Sec.  204.  Section  2.4  Is  amended  by  inserting  in  the 

20  first  sentence  after  the  words  "Farm  Credit  AdnmustratJon" 

21  and  before  the  comma,  the  words  "aa  provided  in  section 

22  4.17". 

23  Sec.  205.  Section  2.5  is  amended  by  inserting  between 

24  the  words  "on-farm"  and  "operations"  the  words  "and 

25  aquatic". 
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1  Sec.  206.  Section  3.6(c)  is  amended  b;  inserting  in  the 

2  second  sentence  before  the  words  "25  per  centum"  the  words 

3  "or  more  than". 

4  Sec.  207.  Section  2.10  is  amended  by  striking  out  the 

5  comma  after  the  words  "United  States"  in  the  first  sentence 

6  and  inserting  a  period  in  Ueu  thereof. 

7  Sec.  208.  Section  2.12  is  amended-^ 

8  (a)  in   paragraph   (11),   by   inserting  before   the 

9  period  at  the  end  thereof  the  words  "and  buy  from  and 

10  sell  to  such  banks  interests  in  loam  and  in  other  finan- 

11  cial  assistance  extended  and  nonvoting  stock,  as  may 

12  be  authorized  by  the  Federal  intermediate  credit  bank 

13  in  accordance  with  regulations  of  the  Farm  Credit  Ad- 

14  ministration"; 

15  (b)  in  paragraph  (13),  by  inserting  before  the 

16  period  at  the  end  thereof  the  following:  "and  when  au- 

17  thorized  by  the  bank  participate  with  one  or  more 

18  other  Farm  Credit  System  institutions  in  loans  made 

19  under  this  title  or  other  titles  of  this  Act  on  the  basis 

20  prescribed  in  section  4.18";  and 

21  (c)  by  striking  out  paragraph  (15)  and  inserting  in 

22  lieu  thereof  a  new  paragraph  (15)  as  follows: 

23  "(15)  Agree  with  other  Fann  Credit  System  institutions 

24  to  share  loan  or  other  losses,  whether  to  protect  against  capi- 

25  tal  impairment  or  for  any  other  purpose,  as  may  be  author- 
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1  ized  by  the  Federal  intermediate  credit  bank  in  accordance 

2  with  reguhitions  of  the  Fann  Credit  Administration.". 

3  Sec.  209.  Section  2.13  is  amended — 

4  {ai  ID  subsection  (e),  before  the  period  at  the  end 

5  thereof  by  inserting  the  words  "or  in  lieu  of  nonvoting 

6  stock"; 

7  (b)  in  subsection  (Oi  in  the  first '  sentence  before 

8  the  words  "book  value"  by  striking  out  the  word 

9  "fair"; 

10  (c)  in  subsection  (f),  by  striking  out  the  last  sen- 

11  tence  and  inserting  in  lieu  thereof  the  following  sen- 

12  tence:  "Notwithstanding  any  other  provisions  of  this 

13  section,  for  a  loan  in  which  an  association  participates 

14  with  a  commercial  bank  or  other  Snancial  institution 

15  other  than  a  Farm  Credit  System  institution,  nonvoting 

16  stock  or  participation  ccrtiflcates  may  be  issued  to  the 

17  commercial  bank  or  other  Hnancial  institution  in  satis- 

18  faction  of  the  requirement  that  the  borrower  own  stock 

19  or  participation  certificates,  which  requirement  shall 

20  apply  only  to  the  portion  of  the  loan  which  is  retained 

21  by  the  association."; 

22  (d)  in  subsection  (g),  in  the  first  sentence  before 

23  the  words  "book  value"  by  striking  out  the  word 

24  "fair"; 
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1  (e)  in  mbsection  (p,  before  the  worda  "beld  by  the 

2  Oovemor"  by  insertiiig  the  w-orda  "or  participation 

3  certificates",  and  before  the  first  conuna  fay  inserting 

4  the  words  "or  other  Farm  Credit  Sjrttem  institution*"; 

5  and 

6  (0   in   subsection   (k),   before   the   words    "book 

7  value"  by  striking  out  the  word  "fair". 

8  Sec.  210.  Section  2.15  is  amended— 

9  (a)  in  subsection  (a),  in  the  Gnt  sentence  by  itrik- 

10  ing  out  clause  (1)  and  inserting  in  lieu  thereof  the  fot- 

11  lowing  clause  (1):  "(1)  bona  fide  farmers  and  ranchers 
13  and  the  producers  or  harvesters  of  aquatic  products,  for 

13  agricultural  or  aquatic  purposes  and  other  requirements 

14  of  such  borrowers,  including  flnaneing  for  basic  proc- 

15  essing  and  marketing  directly  related  b>  the  borrower's 

16  operations  and  those  of  other  eligible  farmers,  ranch- 

17  ers,  and  producers  or  harvesters  of  aquatic  products: 

18  Provided,  That  the  borrower's  operations  shall  supply 

19  at  least  the  percentage  of  total  processing  or  marketing 

20  (or  which  financing  is  extended  that  is  required  by  the 

21  supervising  bank  under  regulations  of  the  Farm  Credit 

22  Administration,";  and 

23  (b)  in  subsection  (b),  by  inserting  in  the  (irst  sen- 

24  tence  before  the  first  comma  the  words  "as  provided  in 

25  section  4.17". 
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1  Sec.  211.  Section  2.16  is  amended  b;  inserting  be* 

2  tween  the  words  "on-farm"  and  "operationa"  the  words 

3  "and  aquatic". 

4  TITIiE  m— BANKS  FOR  COOPERATIVES 

5  Sbo.  301.  Section  3.1  is  amended — 

6  (a)   in   para^aph   (11),   by  inserting   before   the 

7  period  at  the  end  thereof  the  foUowing:  ",  and  partici- 

8  pate  with  one  or  more  other  Farm  Credit  System  insli- 

9  tudons  in  loans  made  under  this  title  or  other  titles  of 

10  this  Act  on  the  basis  prescribed  in  section  4.18"; 

11  (b)  in  paragraph  (12),  before  the  comma  in  the 

12  first  sentence  by  inserting  the  words  "or  any  other  fi- 

13  nancial  organization,  domestic  or  foreign,  as  may  be 

14  authorized  by  its  board  of  directors  and  approved  by 

15  the  Farm  Credit  Administration"; 

16  (c)  by  striking  out  paragraph  (13)  and  inserting  in 

17  lieu  thereof  a  new  paragraph  (13)  as  follows: 

18  "(13KA)  Buy  and  seU— 

19  "(i)  obhgations  of  or  insured  by  the  United  States 

20  or  of  any  agency  thereof,  or  securities  backed  by  the 

21  full  faith  and  credit  of  any  such  agency; 

22  'Tii)  bankers  acceptance  which  are  obligations  of 

23  any  member  bank  of  the  Federal  Reserve  System; 

24  "(iii)  as  may  be  authorized  by  its  board  of  direc- 

25  tors  and  approved  by  the  Fann  Credit  Administration, 
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1  other  obligations  which,  for  purposes  of  this  paragraph, 

2  shall  include  but  not  be  limited  to  drafts,  notes,  checks, 

3  loans,  acceptances,  accounts,  currencies,  or  obligations 

4  payable  in  recognized  currencies,  ong^ating  in  the  or< 

5  dinary  course  of  transactions  which  the  bank  may  fi- 

6  nance  under  section  ^.7. 

7  "(B)  As  may  be  authorized  by  its  board  of  directors  and 

8  approved  by  the  Farm  Credit  Administration,  (i)  buy  from 

9  and  sell  to  Farm  Credit  System  institutiona  interests  in  loans 

10  and  in  other  financial  assistance  extended  and  nonvoting 

1 1  stock,  and  (ii)  make  other  investments. 

12  "(C)  As  may  he  authorized  by  its  board  of  directors  and 

13  approved  by  the  Farm  Credit  Administratjon,  invest  in  own- 

14  ership  interests  in  business  entities,  foreign  or  domestic,  to 

15  facilitate  obtaining  credit  informadon  and  performing  loan 

16  servicing  and  financial  services  related  to  international  trans- 

17  actions."; 

18  (d)  by  adding  a  paragraph  (18)  as  follows: 

19  "(18)  As  authorized  by  the  hoard  of  directors  and  ap- 

20  proved  by  the  Farm  Credit  Administration,  maintain  credit 

21  balances  and  p&y  or  receive  fees  or  interest  thereon,  for  the  ■: 
''^2  purpose  of  assisting  in  the  transfer  of  funds  to  or  from  parties 

23,^  to  transactions  authorized  fay  this  title  IIL";  and 

24  (e)  by  adding  a  paragraph  (19)  as  follows: 
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1  "(19)  Agree  with  other  Farm  Credit  SyBtem  iiiBtitutiona 

2  to  share  loan  or  other  losses,  whether  to  protect  against  cafn- 

3  tttl  impairment  or  for  any  other  purpose,  as  may  be  author- 

4  ized  by  its  board  of  directors  and  approved  by  the  Farm 

5  Credit  Administration.". 

6  Sec.  302.  Section  3.3  is  amended  by  adding  a  subsec- 

7  tion  (f)  as  follows: 

8  "(f)  Participation  certificates  may  be  issued  to  parties  to 

9  whom  voting  stock  may  not  be  issued,". 

10  Sec.  303.  Section  3.5  is  amended — 

1 1  (a)  by  striking  out  the  first  three  sentences  and  in- 
13  serting  in  lieu  thereof  the  following  sentences:  "Any 

13  nonvoting  stock  held  by  the  Governor  of  the  Farm 

14  Credit  Administration  shall  be  retired  to  the  extent  re- 

15  quired  by  section  4.0(b)  before  any  other  outstanding 
18  voting  or  nonvoting  stock  or  participation  certificates 

17  shall  be  retired  except  as  may  be  otherwise  authorized 

18  by  the  Farm  Credit  Administration.  When  those  re- 

19  quirements  have  been  satisfied,  nonvoting  investment 

20  stock  and  participation  certiflcates  may  be  catl6d  for 

21  retirement  at  par.  With  the  approval  of  the  issuing 

22  bank,  the  holder  may  elect  not  to  have  the  called  stock 

23  or  participation  certificates  retired  in  response  to  a 

24  call,  reserving  the  right  to  hav»-  such  stock  or  partici- 
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1  paUon  certificatea  included  in  the  next  call  for  retire- 

2  ment.";  and 

3  (b)  in  the  fourth  sentence,  by  striking  out  the 

4  words  "fur  book  value  not  exceeding". 

5  Sec.  304.  Section  3.7  is  amended — 

6  (a)  by  adding  the  designation  "(a)"  before  the 

7  text; 

8  (b)  in  the  now-designat«d  subsection  (a),  io  the 

9  first  sentence  before  the  words  "collateral  custody"  by 

10  inserting  the  words  "currency  exchange,"; 

11  (c)  by  adding  a  subsection  (b)  as  follows: 

12  "(b)  A  bank  for  cooperatives  is  authorized,  in  connection 

13  with  transactions  of  an  association  which  is  a  voting  stock- 

14  holder,  to  make  or  participate  in  loans  and  commitments  to  a 

15  domestic  or  foreign  party  in  which  such  association  has  at 

16  least  the  minimum  ownership  interest  approved  in  accord- 

17  ance  with  regulations  of  the  Farm  Credit  Admmistration,  or 

18  which  engages  in  transactions  with  such  association  for  the 

19  purchase,  sale,  or  exchange  of  agricultural  commodities,  farm 

20  suppUes,  or  aquatic  products  or  the  lease  of  real  or  personal 

21  property  and  extend  to  such  domestic  or  foreign  party  other 

22  technical  and  financial  assistance  if  a  bank  for  cooperatives 

23  det«rmines,  pursuant  to  such  regulations,  that  the  voting 

24  stockholder  will  benefit  substantially  as  a  result  of  such  loan,  ' 

25  commitment,  or  assistance.";  and 
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1  (d)  by  adding  a  subsection  (c)  as  follows: 

2  "(c)  Loans,  commitments,  and  assistance  authorized  by 

3  subsection  (b)  of  this  section  shall  be  extended  in  accordance 

4  with  policies  adopted  by  the  board  of  directors  of  the  bank 

5  and  approved  by  the  Farm  Credit  Administration.". 

6  Sec.  305.  Section  3,8  is  amended — 

7  (a)  in  the  text  precedes  subsection  (a),  by  striking 

8  out  the  comma  before  the  words  "or  harvesters  of 

9  aquatic   products",   and  by   inserting  the   words   "or 

10  aquatic"  before  the  words  "business  services  or  serv- 

11  ices  to  eli^le  cooperadves"; 

12  (b)  in  subsection  (c),  by  striking  out  the  words  "or 

13  farm  business  services",  and  inserting  in  lieu  thereof 

14  the  words  "fann  or  aquatic  business  services,  or  serv- 

15  ices  to  eligible  cooperatives";  and 

16  (c)  in  subsection  (d),  by  striking  out  the  words 

17  "not  less  than  80  per  centum  (70  per  centum  in  the 

18  case  of  rural  electric,  telephone,  and  public  utility  co- 

19  operatives)"  and  inserting  in  lieu  thereof  the  words 

20  "not  less  than  60  per  centum". 

21  Sec.  306.  Section  3.9(a)  is  amended  by  striking  out  the 

22  first  sentence  and  inserting  in  lieu  thereof  the  following  sen- 

23  tence:  "Each  borrower  entitled  to  hold  voting  stock  shall,  at 

24  the  time  a  loan  is  made  by  a  bank  for  cooperatives,  own  at 

25  least  one  share  of  voting  stock  and  shall  be  required  by  the 
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1  btnk  with  the  ^ipronl  of  the  Funi  Credit  Admiiiistntion  to 

2  invest  in  tdditional  voting  itock  or  nonvotinj;  investment 

3  aUxk  bX  thmt  time,  OT  tmm  time  to  time,  u  the  lending  btnk 

4  may  determine,  but  the  requirement  for  nveatment  in  stock 

5  at  the  time  the  loan  is  dosed  shall  not  exceed  an  amount 

6  equal  to  10  per  centum  irf  the  bee  amount  <^  the  loan.". 

7  Sec.  307.  Section  3.10  is  ameoded— 

8  (a)  in  subsecliiNi  (a),  before  the  period  at  the  end 

9  (rf  the  first  sentence  by  inaertuig  the  words  "u  pro- 

10  vided  in  secdon  4.17"; 

11  (b)  in  subsection  <d),  in  the  first  sentence,  by  strik- 

12  ing  out  the  word  "book"  and  inserting  in  lieu  thereof 

13  the  word  "market",  and  fay  adding  a  second  sentence 

14  as  follows:  "In  no  event  shall  the  bank's  equities  be 

15  retired  or  canceled  if  the  retirement  or  cancellation 

16  would  adversely  affect  the  bank's  capital  structure,  as 

17  determined  by  the  Farm  Credit  Administration". 

18  Sbc.  308.  Sediwi  3.11  is  amended— 

19  (a)  in  subsection  (b)  by  striking  out  in  the  second 

20  sentence  the  words  "less  than  25  per  centum"  and  ia> 

21  sorting  in  lieu  thereof  the  words  "less  than  or  more 

22  than  25  per  centum";  uid 

23  (b)  in  snbsectioD  (c),  by  striking  out  the  first  sen- 

24  tence  and  inserting  in  lieu  thereof  the  following  sen- 

25  tence:  "He  net  savings  rf  each  district  bank  ior  co- 
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1  operatives,  after  the  earnings  for  the  fiscal  year  have 

2  been  applied  in  accordance  with  subsection  (a)  or  (b)  of 

3  this  section  whichever  is  applicable;  ehall  be  paid  in 

4  stock,  participation  Certificates,  or  cash,  or  in  any  of 

5  them,  as  determined  by  the  board,  as  patronage  r&- 

6  funds  to  borrowers  to  whom  such  refunds  are  payable 

7  who  are  borrowers  of  the  fiscal  year  for  which  such 

8  patronage  refunds  are  distributed.". 

9  TITLE  IV—  PROVISIONS  APPLICABLE  TO  TWO  OR 

10  MORE  CLASSES  OF  INSTITUTIONS  OF  THE 

11  SYSTEM 

12  Sec.  401.  Section  4.5  is  amended— 

13  (a)  in  the  first  sentence,  by  striking  out  the  winrd 

14  "presidents"  and  inserting  in  lieu  thereof  the  word 

15  "president"  and  by  inserting  before  the  period  at  the 

16  end  thereof  the  words  "or  hia  designee";  and 

17  (b)  in  the  third  sentence,  before  the  words  "or 

18  representatives  thereof"  by  striking  out  the  word  "sub-  ■ 

19  committee's"  and  inserting  in  lieu  thereof  the  word 

20  "subcommittees". 

21  Sec.  402.  Section  4.10  is  amended  by  striking  out 

22  before  the  words  "title  of  this  Act"  the  word  "name"  and  ■ 

23  inserting  in  lien  thereof  the  word  "same". 

24  Sec.  403.  Title  IV  is  amended  by  adding  at  the  end 

25  thereof  new  sections  4.17,  4.18,  and  4.19  asfollows: 
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1  "Sec.  4.17.  Interest  Rates. — In  order  that  lending 

2  c&n  continue  on  a  self-sustaining  basis,  interest  rates  on  loans 

3  made  by  institutions  of  the  Farm  Credit  Sj-stem  shall  be  de- 

4  lermined  with  the  approval  of  the  Farm  Credit  Administra- 

5  tion  as  provided  in  this  Act,  notwithstanding  an;  interest 

6  rate  liaiitaUon  imposed  by  any  State  constitution  or  statute 

7  or  other  law<a)  which  are  hereby  preempted  for  purposes  of 

8  thisAcL 

9  "Sec.  4.18.  Participation  Loans. — Notwithstand- 

10  ing  any  other  provisions  of  this  Act,  the  terms  of  any  loan 

11  participated  in  by  two  or  more  Farm  Credit  System  institu- 

12  Uons  operating  under  diflerent  titles  of  this  Act,  including 

13  provision  for  capitalization  t^  the  portion  of  the  loan  partici- 

14  pated  in  by  each  institution,  shall  be  as  may  be  agreed  upon 

15  among  such  institutions  and  authorized  by  the  Farm  Credit 

16  Administration,  except  that  for  purposes  of  determining  bor> 

17  rower  eligibility,  membership,  term,  amount,  loan  security, 

18  and  purchase  of  slock  or  partidpation  certiTicates  by  the  bor- 

19  rower,  the  provisions  of  taw  applicable  to  the  loan  shall  be 

20  the  provisions  in  the  title  under  which  the  institution  that 

21  originates  the  loan  operates. 

22  "Sec.  4.19.  Truth  in  Lending. — The  provisions  of 

23  any  State  statute  or  any  other  law  or  regulation  which 

24  impose,  with  regard  to  a  credit  transactitHi,  any  duty  or  re- 

25  quirement  that  had  been  imposed  by  the  Truth  in  Lending 
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1  Act  (83  Stat.  146)  prior  to  any  amendment  thereto  shall  not 

2  be  applicable  to  credit  transactions  of  Farm  Credit  System 

3  institutions.". 

4  Sec.  404.  Title  IV  is  amended  by  adding  at  the  end 

5  thereof  a  new  part  D  as  follows: 

6  "Paet  D — Sbbvice  Oeoanizationb 

7  "Sec.  4.25.  Establishment.— Any  bank  of  the  Farm 

8  Credit  System,  or  two  or  more  of  such  banks  acting  together, 

9  may  organize  a  corporation  or  coiporal^ons  for  the  purpose  of 

10  performing' functions  and  services  for  or  on  behalf  of  the  or- 

11  ganizing  bank  or  banks,  other  than  the  extension  of  credit, 

12  which  said  bank  or  banks  may  perform  pursuant  to  this  Act. 

13  A  corporation  so  orgamzed  shall  have'  no  greater  authority 

14  with  respect  to  such  functions  or  services  than  the  organizing 

15  bank  or  banks  possess  under  this  Act.  The  organizing  bank 

16  or  banks  shall  apply  for  a  Federal  charter  for  the  corporation 

17  by  forwarding  to  the  Governor  of  the  Farm  Credit  Adminis- 

18  tration  a  statement  concerning  the  need  for  the  corporation 

19  and  proposed  articles  specifying  in  general  terms  the  objects 

20  for  which  the  corporation  is  formed,  the  powers  to  be  exer- 

21  cised  by  it  in  carrying  out  the  functions  and  services,  and  the 

22  territory  it  is  to  serve.  The  Governor  for  good  cause  may 

23  deny  the  charter  applied  for.  Upon  the  approval  of  articles  by 

24  the  Governor  and  the  issuance  of  a  charter,  the  corporation 
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1  Bhall  become  as  of  such  date  &  federal!}'  chartered  body  cor- 

2  porate  and  an  inslninientalit}-  of  the  United  States. 

3  "Sec.  4.26.  Powees  of  the  Govehnoe. — The  Gov- 

4  emor  shall  have  power,  under  rules  and  regulations  pre- 

5  scribed  b;  him  or  b;  prescribing  in  the  terms  of  the  charter 

6  or  by  approval  of  the  bylaws  of  the  corporation,  to  provide 

7  for  the  organization  of  any  corporation  chartered  under  this 

8  part  and  the  territory  within  which  its  operations  may  be 

9  carried  on,  and  to  direct  at  any  time  such  changes  in  its 

10  charter  as  he  finds  necessary  for  the  accomplishment  of  the 

11  purposes  of  this  Act.  The  powers  of  the  Governor  to  provide 

12  for  the  organization  of  any  corporation  chartered  under  this 

13  part  include,  but  are  not  limited  to  approval  of — 

14  "(1)  Corporate  title. 

15  "(2)  General  corporate  powers. 

16  "(3)    Eligibility    for    membership    on,    and    the 

17  powers,  composition,  selection,  terms,  and  compensa- 

18  tion  of  the  board  of  directors. 

19  "(4)  Classes,  issuance,  value,  and  retirement  of 

20  stock. 

21  "(5)  Sources  of  operating  funds. 

22  "(6)  Dissolution,  liquidation,  and  distribution  of 

23  assets  on  liquidation. 

24  "(7)  Application  and  distribution  of  earnings. 
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1  "Sec.  4.27.  SuPEEViaiON  and  Examination. — The 

2  corporations  organized  pursuant  to  this  part  shall  be  inatitu- 

3  tions  of  the  Farm  Credit  System  and  ahall  be  subject  to  the 

4  same  supervision  and  examination  by  the  Farm  Credit  Ad- 

5  ministration  as  are  the  organising  hank  or  banks  under  this 

6  Act.". 

7  TITLE  V— DISTRICT  AND  FARM  CREDIT 

8  ADMINISTHATION  ORGANIZATION 

9  Sec.  501.  Section  5.2  is  amended — 

10  (a)  in  subsection  (b),  in  the  last  sentence  thereof 

11  striking  out  the  word  "three"  and  inserting  in  lieu 

12  thereof  the  word  "two";  and 

13  (b)  in  subsection  (c),  in  the  first  sentence  thereof 

14  by  striking  out  the  word  "three"  and  inserting  in  lieu 

15  thereof  the  word  "two". 

16  Sec.  502.  Section  5.8(h)  is  amended,  in  the  first  sen- 

17  tence  thereof  by  striking  out  the  words  "the  sum  of  $100  a 

18  day"  and  inserting  in  lieu  thereof  the  words  "compensation 

19  at  a  rate  equal  to  the  daily  equivalent  of  the  rate  prescribed 

20  for  grade  GS-18  under  section  5332  of  title  5.  United  States 

21  Code". 

22  Sec.  503.  Section  5.11  is  amended— 

23  (a)  in  the  first  sentence  by  striking  out  the  words 

24  "in  the  Executive  Pay  Schedule"  and  inserting  in  Ueu 

25  thereof  the  words  "by  (be  Federal  Farm  Credit  Board 


ly  Google 


103 

26 

1  bat  sot  to  exceed  the  msximuin  rate  of  baaic  pay  in 

2  the  Executive  Schedule  (5  CS.C.  chapter  53,  nib- 

3  chapter  ID"; 

4  (b)  bj  ttrikiiig  oat  the  weoDd  wntence  and  iniert- 

5  ing  in  Geu  thereof  Um  following  sentence:  "The  Board 

6  shall  fix  allovances,  or  per  diem  in  liea  thereof,  for 

7  necessary  travel  and  lubnitfoiee  expenses  of  the  Qov- 

8  emor  while  trayeling  <m  ofBdal  bunneas.";  and 

9  (c)  by  inserting  at  the  end  thereof  the  ftdlowing 

10  new  Bentance:  "In  addidon,  the  Board  may  fix  <1)  the 

11  aUowancet,  or  per  diem  in  lieu  thereof,  for  necessary 

12  trsTcl,  relocation,  and  subsistence  expenses  of  a  perscm 
IS  newly  appointed  as  Governor  and  the  immediate  bmily 

14  of  such  penon,  and  (2)  allowances  for  necessary  travel 

15  and  subsistence  expenaes  of  perscms  under  conridem- 

16  titm  for  appointment  to  the  position  of  Govemm'  in- 

17  eurred  in  connection  with  interviews  reqoested  by  the 

18  Board.". 

19  Sec.  504.  Section  5.27  is  amended  by  itriking  out  sub- 

20  section  (a)  and  inserting  in  lieu  thereof  the  following: 

21  "(a)  The  Executive  Schedule  of  basic  pay  (80  Stat  485; 

22  5  U.S.C.  5311-5317),  as  amended,  is  further  amended  by 

23  sinking  fn»n  potations  at  level  III  the  pondmi  '(57)  Oover- 

24  nor  of  the  Farm  Credit  Administration'.  (5  U.S.C.  5314)." 

25  Sec.  505.  SectiiHi  5.13  is  amended  to  read  as  follows: 


SS-091  0  -  to  - 
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1  "Sec.    5.13.    Fabm    Credit    Oeoanization.— The 

2  Governor  of  the  Farm  Credit  Administration  la  authorized,  in 

3  carrying  out  the  powers  and  duties  now  or  hereafter  vested  in 

4  him  by  this  Act  and  Acts  supplementary  thereto,  to  establish 

5  and  fix  the  powers  and  duties  of  such  divisions  and  instni- 

6  mentalities  and  to  appoint  such  number  of  Deputy  Governors 

7  as  he  may  deem  necessary  to  the  e^icient  functiooing;  of  the 

8  Farm  Credit  Administration  and  the  successful  execution  of 

9  the,  powers  and  duties  so  vested  m  the  Governor  and  the 

10  Farm  Credit  Administration.  The  salary  for  the  positions  of 

11  Deputy  Governor  shall  be  at  the  rate  or  rates  fixed  by  the 

12  Federal  Farm  Credit  Board  hut  not  to  ex^ed  the  maximum 

13  rate  of  basic  pay  m  the  Executive  Schedule  (5  U.S.C.  chap- 

14  ter  53,  subchapter  11).  The  Governor  is  further  authorized, 

15  without  regard  to  the  provisions  of  the  competitive  civil  serv- 

16  ice  and  classification  statutes  and  regulations  issued  thereun- 

17  der,  to  establish,  determine  the  level  of  responsibilities  of, 

18  make  appointments  to,  and  fix  in  advance  salaries  for,  such 

19  other  positions  m  the  Farm  Credit  Administration  as  may  be 

20  necessary  to  carry  out  its  functions:  Provided,   That  the 

21  salary  for  any  such  position  may  not  exceed  the  annual  rate 

22  of  basic  pay  for  positions  at  level  V  of  the  Executive  Sched- 

23  ule.  With  the  approval  of  the  Federal  Farm  Credit  Board, 

24  the  Governor  may  fix  without  regard  to  the  provisions  of 

25  chapter  57,  title  5  of  the  United  States  Code  (1)  allowances, 
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1  or  per  diem  in  lieu  thereof,  for  necessuy  travel  and  nibaist- 

2  ence  expeoses  of  officers  and  employees  of  the  Farm  Credit 

3  AdministratioD    while    traveling   on    official    boiinen,    (2) 

4  allowaaces,  or  per  diem  in  lieu  thereof,  for  neceuaiy  travel, 

5  relocadon,  and  subsistence  expenses  of  new  appoint«ei,  and 

6  of  officers  and  employees  of  the  Fann  Credit  Administralion 

7  who  are  transferred  in  the  interest  of  the  Fann  Credit  Ad- 

8  ministration  from  one  ofGci&l  station  to  another  for  perma- 

9  nent  do^,  and  their  immediate  families,  and  (8)  allowances 

10  for  necessary  travel  and  Bubsisteoce  expenses  of  applicants 

11  for  employment  with  the  Fann  Credit  Administration  in- 

12  cuned  in  connection  with  preemployment  interviews.". 

13  Sec.  506.  Section  5.15  is  amended — 

14  M  in  the  Grst  sentence  after  the  second  comma 

15  and  before  the  words  "make  necessary  expenditures", 

16  by  inserting  the  words  "and  vrithout  regard  to  the  pro- 

17  visions  of  law  relaUng  to  the  acquisition  (rf  proper^ 
IS  and    services    by    the    Qovemment    of    the    United 

19  States,";  and 

20  (b)  by  adding  at  the  end  thereof  the  following  new 

21  sentence:  "The  Fann  Credit  Admmistratioa  may  dis- 

22  pose  of  property  so  acquired  without  regard  to  the  pro- 

23  visions  of  law  relating  to  the  disposal  of  Qovemment 

24  property,  and  any  amounU  cdlected  from  the  disposi* 

25  tion  of  such  property  shall  be  deposited  in  the  spedal 
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1  fund  provided  for  in  section  5.16(b)  and  shall  be  Bviula- 

2  ble  to  said  Administration  in  the  same  manner  and  for 

3  the  same  purposes  as  the  funds  collected  under  secUoQ 

4  5.16(a).". 

5  Sec.  507.  Section  8332  of  title  5  of  the  United  States 

6  Code  is  amended  in  subsection  (b) — 

7  (a)  by  stiiking  out  the  word  "and"  after  the  semi- 

8  colon  in  paragraph  (8); 

9  (b)  by  striking  out  the  period  at  the  end  of  para* 

10  graph  (9)  and  inserting  in  lieu  thereof  ";  and"  and  by 

11  inserting  after  paragraph  (9)  a  paragraph  (10)  as  fol- 

12  lows: 

13  "(10)  service  in  the  employment  of  a  Farm  Credit 

14  System  institution  which  is  not  otherwise  included  as 

15  service  under  this  subsection  if  he  later  becomes  sub- 

16  ject  to  the  provisionB  of  this  subchapter."; 

17  (c)  by  mserting  before  the  words  "For  the  purpose 

18  of  this  paragraph  (6)"  a  new  sentence  as  follows:  "The 

19  Office  of  Personnel  Management  shall  accept  the  certi- 

20  fication  of  the  GFovemor  of  the  Farm  Credit  Adminis- 

21  tration  or  his  designee  concerning  service  for  the  pur- 

22  pose  of  this  subchapter  of  the  type  performed  by  an 

23  employee  named  by  paragraph  (10)  of  this  subsec- 

24  tion.";  and 
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1  (d)  by  inserting  at  the  end  thereof  a  new  sentence 

2  as  follows:  "Service  referred  to  in  paragraph  (10)  is  al- 

3  lovable  only  in  the  case  of  persons  who  are  subject  to 

4  this  subchapter  on,  or  become  subject  thereto  after,  the 

5  effective  date  of  the  Farm  Credit  Act  Amendments  of 

6  1979.". 

7  Sec.  508.  Section  8339  of  title  5  of  the  United  States 

8  Code  a  amended  in  subsection  (i)  by  inserting  at  the  end. 

9  thereof  a  new  sentence  as  follows:  "With  respect  to  an  annu- 

10  ity   which   is   based   upon   service   credited   under   section 

11  8332(bK10)  of  this  title,  unless  the  employee  or  Member 

12  elects  Uy  eliminate  the  service  involved  for  the  purpose  of  the 

13  annuity  computation,  the  annuity  is  further  reduced  by  an 

14  amount  equal  to  that  portion  of  any  retirement  benefit  pay- 

15  able  to  the  annuitant  for  the  year  under  a  Farm  Credit 

16  System  institution  retirement  plan  which  is  allocable  to  such 

17  service,  or  where  there  has  been  a  lump-sum  payment  under 

18  the  plan  to  the  annuitant,  by  an  amount  which  the  Office  of 

19  Fersonnel  Management  determines  would  have  been  payable 

20  to  annuitant  for  the  year  and  allocable  to  the  service  if  the 

21  lump-sum  payment  had  not  been  made.". 

22  Sec.  509.  Section  6308  of  titie  5  of  the  United  States 
28  Code  is  amended  in  the  first  sentence  by  inserting  "or" 
24  before  "(vi)",  and  by  striking  out  ",  or  (vii)". 
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TtM  Office  of  FanoMMl  Maatgiiaaat  vlshu  to  advlie  tba 

AgrlculCDTB  of  lu  vioH  on  U.S.  4T8Z,  tiia  "Fan  Cndlt 

of  1979.''     Ha  are  concBnwd  vlCh  cntaiii  parsoiuwl  pcovlalaTis  In  tltla  1 

of  Cha  bill. 
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Ve  alao  believe  it  would  be  inappropriate  to  remove  the  GS-18  celling  on 
tbe   authority   of   the  Farm  Credit  AdmlnlEtFatlon  to  fix   the  salary  of    the 
Deputy  GovemoFH.     These  positions  ^re  nov  in  the  Senior  Exacuclve  Service, 
vith  potential  for  eubetantlally   Increased  compeosacion  through  perfom- 
ance   and  rank  awards,   and  there  eeois  to  be  no  clear  rationale  for  removal 
of  the  ceiling. 

Id  addition  to  removing  the  GS-IS  limitation  on  pay  for  Deputy  Covemora, 
the  bill  would  authorize  the  Governor  of  the  Fara  Credit  AdmlnlBtracion 
to  appoint  and   fix  the  pay  of  Ita  employeea  wlthouc  regard  to  the  laws 
governing  Tederal  employment,  but  with  pay  llMited  to  the  rate   for  level  V 
of  the  Executive  Schedule, 

He  DUBt  object  to  tfaia  provision.     Under  aecclon  5I02(c)(U)   of  title  5, 
United  States  Code,   employees  who  ore  paid  fr on  nonappropriated  funds  are 
ex^pt  fr<»i  the  General  Schedule  classification  end  pay  system.     This  Is 
Che  baals  under  uhlch   certain  Federal  financial  agencies      such   as   the 
Federal  Deposit  Insurance  Corporation  and  the  Board  of   Governors   of   the 
Federal  Reserve   System,    are   excepted   from  the  General  Schedule   aod  are 
thus    able  to  fix   pay   administratively.      Hhile   section   3  16  of  the   Farm 
Credit  Act  would   constitute   authority   to  operate  ulchout   appropriated 
funds,    it  Is  Ottr   understanding  that   Congress   has    consistently    chosen 
to    ignore    this  provision  of    law   and   specifically  appropriate   funds   for 
the    administrative   expenses  of    the  Farm  Credit   Administration,  vith 
these  funds  to  be  drawn  from  assessments  collected  from  the  meidier 
institutions   of    the  Farm  Credit   System.      <See,    for  exaiqile.   Title  V  of 
Public  law  95-448,   October  11     1978     for  the  fiscal  year  1979  appropria- 
tion.}     As   long  08    Congress   chooses   to  require   tbe  Farm  Credit  Administra- 
tion  to  operate   under  the  appropriations  process,  we  do  not  believe  it 
would  be  appropriate  to  retaove  this  agency  froM  the  GoTammBnt-wlde 
General  Schedule  system. 

The  Farm  Credit  Administration  has  arguad  that  theea  cxcaptions  fro*  the 

normal   Federal  employment  laws   are  needed   to    facilitate  hiring  aew 
employees   at  rates   above  the  minimum  of    the   grade  without   OFH  clearance 
and    to   raise  salariea   to  a  level   competitive  with  the   Farm  Credit   System. 
TJnder   the  provisions  of  the  Civil  Service  Reform  Act      OFM  has   already 
provided    for  Che  delagation  of    advanced   in-hiring   rate   approval  &C  6S-11 
and    above  to   agencies      subject   to  performance  agreements,    and  this 
flexibility  should   provide   considerable  assistance    to  the  PSCT>  Credit 
Administration.      Me  note   that   the  Farm  Credit  Administration  has  not 
requested  that  OFM  exercise   Its    authority  under    5  U   S.C.   5303  to 
establish  special  higher  rates  of  pay  for  occupations  la  areas  where 
higher  -private  sector  Jiay  rates   slgoif Icantly  handicap  the  Covemment's 
recruitment  or  retention  of  well-quallf led  persona       The  new  Senior 
Executive  Service  should  also  help  in  recruiting  at  higher  levels      With 
respect   to  the  need  to  keep  salaries  competitive  with  those  In  tbe  Farm 
Credit  System,  we  note  that,   under  section  5.18(4)   of  tbe  FarB  Credit 
Act     the  Farm  Credit  Adrtnlatration  is  responsible  for  approving  the 
salary  schedules  for  the  me^er  institutions  of  the  Fan  Credit  Syste* 
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(except  the  aBBOclatloiu  within  that  Srsten).  We  ace  Burprtaed  that  tha 
Fan  Credit  AdBlntstTaclon  noH  arguea  that  theie  nalarlea  vhlch  It  has 
appEovad  ara  ao  high  that  It  Is  unable  to  attract  ^tployees  frm  tbaac 
neabec  Inatitutlona  to  the  Adnlalsttatim  Itself. 

Slallarly,  ue  aust  object  to  the  Fara  Gcedlt  Aduinla ttatloa'a  deslxe  to 
be  excepted  Iloa  the  noimul  civil  service  appolncment  and  tenure  laws. 
tloder  the  Civil  Service  Reform  Act  ve  are  naklna  rapid  progreae  tOBard 
tlic  decentraliEation  of  the  exanlnlns  praceaa,  i 
Hould  be  appropriate,  and  ue  believe  these  effo 

any  ataffing  delays  the  Fan  Credit  AdBiniatratlon  has  encountered.  Ue 
note  thAt  ue  have  already  authocized  Special  Bxaminlng  Dnlta  undar  which 
the  farm  Credit  Administration  has  be£n  delegated  the  aotira  eaaminiiig 
proceaa  for  four  of  Its  major  occupaciona,  aubjact  to  OFH  supecTlaion. 

The  Farm  Credit  Act  would  ba  further  amanded  to  authorlaa  the  Board  to 
pay  travel,  relocation,  and  subalBtence  enpenaea  of  a  newly-eppolatad 
Covecnot  and  hla  or  her  ismeiliate  family;  and  allowances  for  travel  odd 

the  position  of  Governor  In  connection  with  interviews  requeated  by  the 
Board   Relocation  expenses  are  not  currently  reimbursed  for  a  newly 
appointed  individual  In  an  Executive  Schedule  position,  or  for  pra- 
appointment  Interviewa  at  that  level.   The  Fang  Credit  Adainlsttstloa 
vould  also  be  excepted  ftoB  the  provlalona  of  chapter  57  of  title  5> 
United  Statea  Code,  relating  to  celmbura^Knt  for  travel  and  transpor- 
tation, and  to  travel,  relocadoB,  and  subsistence  expenaea  of  new 
appointees,  tcansEereee  nnd  candiilatea  for  ^qiloyment.   We  must 
defer  to  the  General  Services  Administration,  which  is  xasponalble  for 
the  adHlnlstratton  of  thess  provisions. 

Sections  S07  and  SOS  would  provide  portability  of  service  cradlt  for 
non-Federal  service  in  Fan  Cradtt  SyatSB  institutions  if  the  ■■ployaa 
moves  to  fl  position  subject  to  the  Civil  Service  retirement  law  after 
the  effective  ilate  of  the  amendment.   Tha  Para  Credit  Admlniatration 
evidently  feels  chat  portability  of  retirement  benefits  would  be  an 
Incantive  for  enployeea  In  the  Syatem  inatitutlona  to  Join  the  Administra- 
tion, but  Buch  A   use  of   the  retirement  aystem  uould  be  Inappropriate  and 
prohibitively  expensive.   Since  no  agency  contrihutlooa  would  have  been  -oa, 
far  the  service  In  the  Syaten,  employeea  vould  have  the  Option  of  taking 
a  10  percent  reduction  tn  annuity  rather  than  making  a  deposit  of  tbair 
mm  contributions   Furthermore,  this  provision  could  cr 
precedent  that  vould  lead  other  gronps  to  press  for  the 
traataant.   The  Civil  Service  Katirement  Syatem  is  an  integral  part  oi 
the  tiovernment'e  personnel  prog:V*m,  daalgnad  to  enCOutage  and  reward 
service  to  the  Federal  Government   There  la  no  baals  on  which  to  reward 
non-Federal  service,  and  auch  a  practice  would  reduce  tha  syatea'a 
effectiveness  as  an  tnstriasnt  of  pstaonnel  Basiagamant. 

He  ara  aympacbatlc  to  the  probliaa  of  ratiraaant  portability  that  ara 
faead  by  tha  Pars  Credit  Adalniatratton.  but  thess  problaaa  are  tha  saa* 
as  those  faced  by  the  Federal  Govarnaant  genaially  whanevec  it  recruita 
froa  outalda  Ita  own  ranks.  In  fact,  tha  laaue  of  ratiraaant  portability 
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•  a  Bajor  problm  for  all  caploycra  ia  our  aconaqr.  It  1>  bacaasa  tba 
robl^  la  ao  gesaral  that  Cuo  national  atud;  (roupa,  tba  Frealdent'a 
a^alaalon  on  Fanalon  Policy  and  tbe  Dnlveraal  Corerasa  Study  Group  at 
be  Separtacot  at  Baalth,  Bdocatlon,  and  Hclfara,  vlll  conaldar,  alons 
Itb  other  aattera,  tha  entire  area  of  portabllltj.  We  believe  that  It 
ooU  ba  umdealrabla  to  aaka  any  cbangaa  in  tbla  area  until  tbe  tiitiin$* 
t   ctaoee  cm  etudy  bodlea  are  anllabl*. 

action  509  la  intended,  ve  believe,  to  autborlae  leave  balancee  earned 
adcT  tba  Vara  Credit  Syatca  to  be  tranaferred  to  Federal  o^loyBent. 
owevex,  cbe  bill  aa  drafted  voald  not  accoapllab  thla>  Tbe  tranafaz  of 
eavc  autborliatlOD  In  aectlon  6308  of  title  5.  Doited  Statea  Code, 
ppllea  to  tbe  transfer  of  leave  bebreen  different  Federal  leave  aystta* 
ad  baa  no  appllcatloD  to  the  cranafer  of  leave  earned  under  noa-Faderal 
yateaa  to  the  Federal  ayaten.  Tbe  Beotlon  of  the  eaployeoa  of  Far* 
reillt  SyatfB  Instltutlooa  In  5  n.S.C.  6301(2} (vll) ,  and  ttm  related 
xcluolnn  froa  the  present  S  D.S.C.  6308,  are  obsolete  referencesi 
atlng  fioa  tbe  period  before  tbe  1959  Act  when  thoae  o^loyeea  vera 
ccoally  Federal  o^loyeea.  Since  that  Act,  bovaver,  tbey  have  not  baan 
edaral  ei^loyeaa,  sod  have  not  act  tha  definition  of  "taployea"  is 
D.S.C.  6301(2).  Therefore,  aaendtnt  S  D.S.C.  6308  aa  proposed  In 
actioo  509  of  tba  draft  bill  would  not  sccci^llafa  Its  purpose.  Even  If 
t  were  redrafted,  bovever,  wa  would  object  atronfly  to  this  provlalon. 
ccaptlns  transferred  leave  fro*  a  non-Federal  orgsnlietlon  would  be 
ostly,  and  we  believe  It  Monld  set  a  dangeroua  precedent. 


Sincerely  yours. 
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United  States  by  a  oonsidersble  mai^in,  with  sales  far  the  fiscal  year 
ending  August  31, 1979,  of  approximately  $3.7  billioiL 

Farinland  Industne^s  miLL-t.it.  luiu  imuu^u  auusidiaiy  operations, 
engages  in  seven  major  lines  of  business  serving  farmers  as  follows: 
petroleum,  fertilizer  and  agricultural  chemical  feed,  farm  eanip- 
ment  and  supplies,  livestock  and  meat  marketing,  grain  and  soymtui 
marketing,  and  insurance.  It  is  a  combination  farm  sappty  and  farm 
product  marketing  cooperative. 

The  Farmland  Cooperative  System  reflects  s  fedMated  cooperative 
system.  In  our  fedei-ated  syste^n,  6UU,UUU  farmers  and  ranchers  own 
and  control  the  2,310  local  cooperatives  who,  in  turn,  own  and  control 
Farmland  Industries.  These  locals  vary  in  size  and  type.  Their  rela- 
tionship with  Farmland  is  independent  in  nature.  A  large  number  of 
our  members  are  borrowers  from  the  Farm  Credit  System,  not  oaiy  in 
this  district  but  in  other  Farm  Credit  districts  as  welL 

Over  the  years.  Farmland  has  enjoyed  and  benefited  from  a  close 
working  relationship  with  the  Wichita  Bank  for  Cooperatives,  other 
district  banks,  and  the  Central  Bank  for  Cooperatives.  In  1930,  for 
instance,  the  Wichitit  Bank  for  Cooperatives  assisted  Farmland  in  the 
financing  of  the  first  cooperative  petroleum  refinery  in  the  United 
States,  at  Phillipsburg,  Kuis. 

The  Wichita  bank,  and  other  participating  banks  in  the  Farm 
Credit  System,  have  been  instrumental  in  developing  Farmland  Indus- 
tries. A  measure  of  the  economic  significance  of  Farmland  Industries 
can  be  gained  from  the  lact  that  in  its  dU  years  of  corporate  life, 
Farmland  Industries  has  earned  approximately  $900  million  in  sav- 
ings, and  has  returned  approximately  half  of  this  in  cash  to  its  member 
local  associations.  The  other  iialf ,  eviduiced  by  common  stock,  is  at 
work  in  the  form  of  facilities  and  operating  capital. 

Farmland  Industries  is  one  of  the  largest  borrowers  in  the  entire 
Farm  Credit  System.  Not  only  has  the  system  been  an  ioiportant 
source  of  funds;  but  also,  it  has  furnished  refunds  to  FarmlandT Indus- 
tries. In  turn,  these  refimds  lower  the  cost  of  borrowed  funds  and 
enhances  Farmland  refunds  to  its  members  and,  in  turn,  to  farmers  and 
ranchers. 

Farmland  Industries,  at  the  present  time,  is  a  lai^  holder  of  stock 
in  the  ^stem.  Because  of  this  ownership,  we  have  a  deep  interest  in 
the  system  and  the  proposed  legislation. 

The  Farm  Credit  System  has  benefited  Farmland  and  its  member 
associations.  Farmland  and  its  members  have,  in  turn,  benefited  the 
Farm  Credit  System.  Our  support  has  been  an  importaiU;  factor  in 
building  the  system. 

Di  addition  to  the  Farm  Credit  System,  Farmland  obttuns  funds 
from  many  sources  including  commercial  banks. 

H.R.  4782  is  an  updating  of  the  Farm  Credit  Act  of  1971,  which  is 
the  basic  farm  credit  law.  All  businesses  and  institutions  go  through 
constant  change — some  minor  and  some  major.  Our  society  is  dynam- 
ic. Therefore!,  it  is  completely  natural  that  from  time  to  time,  the  fum 
credit  legislation  needs  updating. 

Farmland  Industries  supports  H.R.  4782  and  urges  its  passage  with' 
one  amendment  which  I  will  discuss  later. 

We  are  in  agreement  with  the  propoeal  to  reduce  from  80  to  60 
percent  the  percentage  of  members  of  a  cooperative  that  have  to  be 
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Ocmgressman  Madigui  of  Illinois.  Congreesmftn  Madigan  is  the  ran]^- 
ing  member  of  the  Conservation  Subcommittee.  Wayne  has  been  a 
great  help  to  both  Bob  and  me  and  to  all  the  other  members  of  the 
Conservation  Subcommittee  in  the  legislation  that  we  have  been  de- 
veloping. 

Mr.  (iucKMAN.  T  would  like  to  introduce  Betty  Johnson  who  works 
in  my  Hutchinson  office,  and  then  Myme  Roe  who  is  mv  administra- 
tive assistant,  and  Greg  Frazier,  in  the  back  of  the  room  also. 

Mr.  JoNKS  of  Tennessee.  I'm  going  to  ask  the  witnesses  today  to  be 
as  brief  as  you  can  possible  be,  but  we  want  you  to  cover  the  subject. 
We're  not  going  to  ask  you  any  questions  until  we  finish  all  of  the 
witnesses  for  the  morning  session,  then  we  will  call  you  all  back  and 
discuss  the  issues  and  problems  that  you  have  in  mind. 

If  you  summarize  your  statement  it  will  be  made  part  of  the  record 
regardless  of  whether  you  3ummari2e  it  or  whether  you  read  it  in  its 
entirety.  We  want  to  make  it  as  informal  as  we  possibly  can.  We're 
all  interested  in  the  same  problems,  and  we  are  more  than  delimited  to 
spend  this  week  out  in  the  districts  of  this  country  of  ours  in  nearing 
people  interested  in  the  problems  at  hand. 

From  here  we  are  going  to  Aberdeen,  S.  Dak.,  for  a  hearing  tomor- 
row, and  then  from  there  to  Memphis  for  2  days  of  hearings.  There  is 
a  reason  for  2  days  in  Memphis,  not  because  it  is  my  congressional 
district  altogether,  bnt  because  we  cover  three  farm  credit  banks  in 
the  Memphis  area  if  we  have  it  there. 

So  iu^  be  as  informal  as  you  like  and  we're  going  to  be  the  same 
way.  We  will  probably  have  these  coats  off  in  a  little  while  if  it  gets 
hot  in  here,  and  I  want  to  say  to  the  pedple  here  in  management  of 
FarMarCo.  that  we  do  appreciate  very  much  the  arrangements  that 
you  have  made.  It  is  a  delightful  place  to  have  a  hearing.  I  cant  think 
of  a  more  convenient  location  than  we  have  here  this  morning. 

So  we're  going  to  call  the  first  witness  now.  Mr.  Oordpn  Luth, 
corporate  vice  president  and  secretary  of  Fanntand  Industries. 

8TATE1IEHT  OF  W.  OOKDOH  LEITH,  COSPORATE  TICS  FBX8IDEHT, 
FASHLAJn)  nSiraTEIES,  EAS8A8  CITT,  MO. 

Mr.  Lepth.  Good  morning,  Chairman  Jones,  Congressman  Sebelius, 
and  Congressman  Glickman. 

I  am  W.  Gordon  T-f'ith.  r-^rpomtc  vice  president  of  Farmland  Indus- 
tries. Inc.,  Kan<!as  City,  Mo.  I  have  been  an  employee  of  Farmland 
Indu)^ries  for  30  years,  and  a  senior  officer  of  Farmland  for  1^  vears. 

I  have  been  a  member  of  the  board  of  directors  of  the  National 
Council  of  Fanner  Cooperatives  since  1962,  and  served  as  chairman  in 
1972  and  1978. 

I  appear  on  behalf  of  Farmland  Industries  before  this  subcommittee 
to  support  H.R.  4782  to  amend  the  Farm  Credit  Act  of  1971.  to  permit 
the  Farm  Credit  System  to  improve  services  to  borrowers.  At  the  end 
of  this  statement,  I  suege»t  trn  amendment  in  the  latter  part  of  my 
statement  and  raise  two  questions  for  the  consideration  of  this  sub- 
committee. 

Farmland  Industries  is  headquartered  in  Kansas  City,  Mo.  It  wfts 
organized  50  years  ago  in  1929  and  is  the  largest  cooperative  in  the 


ly  Google 


114 

United  States  by  a  considerable  margin,  with  sales  for  the  fiscal  year 
ending  August  31, 1979,  of  approximately  $3.7  billion. 

Farmland  Industne^  uiiLctiy,  uuu  tuit^ugn  auusidiary  operations, 
engages  in  seven  major  lines  of  business  serving  farmers  as  follows: 
petroleum,  fertilizer  and  agricultural  chemicals,  feed,  farm  eouip- 
ment  and  supplies,  livestock  and  meat  marketing,  grain  and  soybean 
marketing,  and  insurance.  It  is  a  combination  farm  supply  and  farm 
product  marketingcooperative. 

The  Farmland  Cooperative  System  reflects  a  federated  cooperative 
system.  In  our  federated  system,  f)UU,(X>U  faimei's  and  ranchers  own 
and  control  the  2,310  local  cooperatives  who,  in  turn,  own  and  control 
Farmland  Industries.  These  locals  vary  in  size  and  type.  Their  rela- 
tionship with  Farmland  is  independent  in  nature.  A  large  number  of 
our  members  are  borrowers  from  the  Farm  Credit  System^  not  only  in 
this  district  but  in  other  Farm  Credit  districts  as  well. 

Over  the  years,  Farmland  has  enjoyed  and  benefited  from  a  close 
working  relationship  with  the  Wichita  Bank  for  Cooperatives,  other 
district  banks,  and  the  Central  Bank  for  Cooperatives.  In  1939,  for 
instance,  the  Wichita  Bank  for  Cooperatives  assisted  Farmland  in  the 
financing  of  the  first  cooperative  petroleum  refinery  in  the  United 
States,  at  Phillipsburg,  Kans. 

The  Wichita  bank,  and  other  participating  basks  in  the  Farm 
Credit  System,  have  been  instrumental  in  developing  Farmland  Indus- 
tries. A  measure  of  the  economic  significance  of  Farmland  Industries 
can  be  gained  from  the  lact  that  m  its  5U  years  of  corporate  life, 
Farmland  Industries  has  earned  approximately  $900  million  in  sav- 
ings, and  has  returned  approximately  half  of  this  in  cash  to  its  member 
local  associations.  The'  other  half,  evidenced  by  common  stodi,  is  at 
work  in  the  form  of  facilities  and  operating  capital. 

Farmland  Industries  is  one  of  the  largest  borrowers  in  the  entire 
Farm  Credit  System.  Not  only  has  the  system  been  an  important 
source  of  funds ;  but  also,  it  has  furnished  refunds  to  Farmland  Indus- 
tries. In  turn,  these  refunds  lower  the  cost  of  borrowed  funds  and 
enhances  Farmland  refunds  to  its  members  and,  in  turn,  to  farmers  and 
ranchers. 

Farmland  Industries,  at  the  present  time,  is  a  large  holder  of  stock 
in  the  system.  Because  of  this  ownership,  we  have  a  deep  interest  in 
the  system  and  the  proposed  legislation. 

The  Farm  Credit  System  has  benefited  Farmland  and  its  member 
associations.  Farmland  and  its  members  have,  in  turn,  benefited  the 
Farm  Credit  System.  Our  support  has  been  an  important  factor  in 
bnilding  the  system. 

In  addition  to  the  Farm  Credit  System,  Farmland  obtains  funds 
from  many  sources  including  commercial  banks. 

H.R.  4782  is  an  updating  of  the  Farm  Credit  Act  of  1971,  which  is 
the  basic  farm  credit  law.  All  businesses  and  institutions  go  through 
constant  change — some  minor  and  some  major.  Our  society  is  dynam- 
ic. Therefore,  it  is  completely  natural  that  from  time  to  time,  the  &nn 
credit  legislation  needs  updating. 

Farmland  Industries  supports  H.R.  4782  and  urges  its  passage  with 
one  amendment  which  I  will  discuss  later. 

We  are  in  agreement  with  the  proposal  to  reduce  from  80  to  fiO 
percent  the  percentage  of  members  of  a  cooperative  that  have  to  be 
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I  for  the  cooperative  to  be  eligible  for  louis  from  the  bank 
for  owperatives.  This  will  enable  cooperatiTes  to  better  serve  their 
rural  communities  without  lomng  their  elipbility  to  borrow,  bat  still 
insure  that  fanneis  will  retain  «xitrol  of  their  cooperatives. 

We  sappcwt  the  proposal  for  the  banks  for  cooperatives  to  finance 
die  export  of  agricultuial  products  b;  cooperatives. 

I  woold  like  to  cnnment  a  little  more  in  detail  on  this.  I  serve  as 
a  member  of  the  beard  of  directors  of  the  Fanners  Export  Co^,  which 
isennged  in  the  export  of  grain  for  its  12  cooperative  members. 

US.  agricoltaral  exports  in  1978  amounted  to  $29.4  billion.  In 
IVtSjgnm  and  oilseed  exports  amounted  to  almost  ^0  billion.  The 
signi&ance  of  agricultural  experts  is  clearly  shown  when  we  realize 
that  the  United  States  will  spend  close  to  $60  billiiHi  for  imported 
crude  ml  in  1979. 

Tlie  exportation  of  grain  is  <Mie  of  the  ftm  bii^t  spots  on  our  bal- 
ance of  trade  ledger  and  benefits  the  entire  NatMm  through  its  pom- 
tive  cfflitribution  to  our  economy. 

Cocqieratives  have  successfully  entered  many  fields  to  serve  the 
needs  of  their  members  and  to  return  savings  to  them.  This  includes 
the  grain  bnsineeB.  Most  cfmperative  activity  in  the  grain  field  over 
tlw  past  few  decades  has  been  eoncentrated  at  the  first  marketing 
level ;  namely,  country-point  storage  and  marfating. 

It  was  only  natural  that  a  terminal  marketing  program  involving 
terminal  elevators  should  have  come  into  being. 

The  lastest  move  has  been  into  the  export  of  grain.  .Vfter  snme 
earlier  &ilurcs.  this  devek)T»Dent  is  now  taking  root  and  growing. 

Here  is  no  need  to  dwell  on  the  needs  for  and  the  benefits  of  in- 
creaaed  exports  of  agricultnral  commodities.  This  is  conceded  bv  all 
segments  of  our  society.  How  we  accomplish  this  depends  lar^fv  on 
Um  intensified  efforts  of  those  efforts  of  those  who  prodnce  and  mar- 
bt  those  commodities.  Cooperatives  are  the  tools  available  to  those 
who  Droduce  and  market.  The  legislation  we  are  seeking  will  round 
out  the  export  marketing  programs  of  cooperative  and  assist  them  in 
expanding  their  services  and  sake.  CoMieratives  serve  U-S.  formers 
and  operate  in  their  behalf  as  contrasted  to  the  worldwide  origins  of 
grain  of  the  international  grain  firms. 

In  the  past  few  years,  especially  since  the  large  Rassian  grain  sale 
of  1972  and  1973,  the  hue  and  cry  from  our  membership  has  been  for 
co(^>eratives  to  become  stnmger  in  the  export  market.  Actually,  this 
has  been  taking  place. 

Several  cof^ratives  export  grain,  but  the  leader  by  far  is  the 
Farmers  Export  Co.  Farmets  Export  now  has  capability  of  loading 
ships  on  the  gulf  coast,  the  Atlantic  coast,  and  the  Pacific  coast :  and 
it  is  selling  direct  to  foreign  buyers.  We  expect  its  shipments  and 
share  of  the  market  to  increase  in  the  fntnie. 

The  extenRiMi  of  the  banks  for  cooperatives  into  financine  for  ex- 
port activities  would  be  a  welcome  addition  to  the  financial  options 
available  to  grain  exporting  cooperatives.  Therefore,  we  snpport  the 
inclusi<m  in  H.B.  4782  of  provisions  to  permit  the  banks  for  co- 
operatives to  engage  in  this  activity. 

H.B.  4^2  also  contains  provisioas  to  broaden  the  authority  nf  the 
Federal  land  bank  system  and  the  producticm  credit  Eastern  to  finance 
processing  and  martreting  activities  of  formers. 


ly  Google 


We  urge  this  section  of  the  bill  be  amended.  Before  commenting 
further,  1  would  like  to  point  out  that  agriculture  does  not  often  pre- 
sent a  united  front  on  matters  of  national  concern.  The  voice  of  ag- 
riculture is  splintered  and  divided  b^  commodity  interests,  geographic 
differences,  various  farm  organization  points  of  view,  and  basic  dif- 
ferences in  the  thoughts  and  beliefs  of  farm  leaders. 

This  has  caused  considerable  confusion-  especially  to  legislators  who 
are  considering  agricultural  issues. 

At  Farmland,  our  concern  with  this  particular  provision  of  the 
proposed  legislation  is  that  conflicts  and  confusion  may  arise  with  co- 
operative associations  owned  and  operated  for  the  benefit  of  all  their 
patrons  engaged  in  processing  and  marketing  activities. 

Under  the  propt^ed  legislation,  a  person  could  obtain  a  loan  from 
a  Federal  land  bank  association  or  a  production  credit  association 
to  construct  a  grain  elevator,  a  cotton  gin,  fruit  packin^ouse,  meat 
packing  plant,  or  other  processing  and  marketing  facilities.  He  could 
operate  thesQ  facilities  not  only  to  process  products  of  his  own  farm, 
but  also  those  of  other  farmers. 

Therefore,  he  could  engage  in  and  profit  from  commercial  activities 
for  other  persons,  and  do  Uils  on  a  noncooperative  basis  using  Farm 
Credit  funds.  It  is  entirely  conceivable  that  there  could  be  a  coopera- 
tive association  performing  the  same  functions  in  the  same  area. 

There  is  no  provision  that  any  facility  be  located  on  his  farm  or 
ranch,  and  there  is  no  provision  that  any  given  percentage  of  the  raw 
materials  used  in  such  processing  and  marketing  operations  would 
have  to  come  from  his  own  production.  Instead,  the  legislation  provides 
only  that  each  district  board  of  directors  could  set  a  percentage  that 
would  be  required  from  a  borrower's  own  production  under  broad 
regulations  establislied  by  the  Federal  Farm  Credit  Board. 

We  feel  that  this  could  result  not  only  in  diverse  regu'ations  from 
one  district  to  the  next,  but  also  in  rM;ulatioiis  that  comd  be  changed, 
and  changed  easily  and  materially  in  ^ture  years. 

Therefoi-e,  we  urge  that  H.R.  4782  be  amended  to  require  that  at 
least  20  percent  of  the  raw  materials  processed  or  marketed  be  fur- 
nished by  the  recipient  of  the  loan  under  this  provision. 

We  would  also  call  to  the  attention  of  this  c(«nmittee  the  following 
questions  regarding  the  expanded  program  of  loans  of  the  land  baiu 
and  production  credit  systems : 

First:  Will  large  commercial  firms  who  are  now  in  agricultural 
production  and  also  processing  be  able  to  obtain  Farm  Credit  funds 
to  build  facilities  such  as  pacHng  plants  or  possibly  food  wholsesale 
operations  ¥ 

Second :  Will  the  program  shift  emphasis  of  lending  activities  if  the 
Farm  Credit  System  to  larger  producers  and  away  from  smaller 
family  farm  operations? 

We  thank  you  for  this  opportunity  to  present  our  views.  Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much.  As  I  said,  we  will 
come  back  to  questions  later. 

Our  next  witness  is  Don  Hayes,  assistant  vice  president  for  ex[K>rt 
mnrketing.  Union  Equity  Cooperative  Exchange,  Enid,  Okla. 

Don,  we  are  glad  that  you're  here.  I  participated  in  a  hearing  in  the 
union  about  3  months  ago.  We  were  there  for  1  full  day. 

Mr.  Hates.  Thank  you,  Mr.  Chairman.  I'm  sorry  I  missed  you  that 
day  when  you  were '-  "^nid. 
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8TA1EKSHT  OF  DOH  E.  HATES,  ASSIStABT  TICE  FEESmERT, 
SZTCST  8AIE8,  VtOOIS  EaVITT  OOOFEKATIVE  EZGHATOE,  EXID, 
OKLA. 

Mr.  Hates.  I  am  Don  E,  Hayes,  assistant  vitx  president  of  export 
sales  with  Union  Equity  Cooperative  Exchange,  Enid,  Okla.  Union 
Equity  is  a  regional  gnm  marketing,  storage,  and  exporting  terminal 
having  a  total  storage  capacity  of  67  million  bushels,  including  an 
export  elevator  at  Houston.  Tex.  Union  Equity  is  owned  by  its 
farmer-members,  represented  by  292  country  elevators  oi>erating  in 
ei^t  States  throughout  the  Midwest.  Union  Equity  has  long  been 
committed  to  the  Farm  Credit  Banking  System  and  is  a  major  stock- 
holder in  the  Wichita  Bank  for  C-ooperatives,  As  a  much  more  de- 
tailed brief  about  my  firm,  myself,  and  our  involvement  in  export 
markets  has  been  presented  to  you  previously  in  written  form,  I 
would  quickly  like  to  summarize  how  House  of  Representatives  bill 
4782j  the  Farm  Credit  Act  Amendments  of  1979,  will  benefit  the  ex- 
porting cooperatives  and  their  farmer-members  as  they  combine  their 
abilities  to  help  the  U.S.  balance  of  trade  as  we  strive  to  increase  the 
marketing  of  agricultural  commodities  throughout  the  world. 

In  this  day  of  ever-changing  circumstances  the  financing  needs  of 
cooperatives  have  also  changed.  We  find  that  farmer-owners  are  en- 
couraging that  new  markets  be  explored  and  new  sales  of  their  grain 
be  made.  To  do  this,  the  cooperative  exporter,  in  turn,  looks  to  his  nank 
for  cooperatives  to  provide  him  with  the  best  financing  agreements 
possible.  This  financmg  must  be  up  to  date  and  as  economical  as  possi- 
ble in  order  to  allow  the  exporting  cooperative  to  be  a  competitor  in 
the  market  place.  It  is  for  these  reasons  that  the  Farm  Credit  System 
cannot  help  expand  foreign  trade  to  its  fullest  unless  we  update  with 
the  legislation  House  of  Representatives  bill  4782  provides.  Under 
the  export  financing  provisions  of  the  act  the  authorization  given  to 
banks  for  cooperatives  to  make  deposits  in  foreign  banks,  and  to  hold 
credit  balances  from  borrowers  and  other  banks,  would  definitely 
help  speed  up  collections  and  payments  of  export  transactions.  These 
autnorizations  would  also  provide  many  other  flexibilities  tn  funds 
transfers,  would  reduce  payment  risk  potentials,  and  would  provide 
for  much  better  sales  service  items  by  banks  for  cooperatives,  such  as 
immediate  bid  and  performance  bond  openings  in  foreign  banks.  Com- 

{)lete  new  bank  for  cooperative  financing  methods  would  also  be  estab- 
i^ed  by  House  of  Representatives  bill  4782.  Two  of  the  new  methods 
of  financing  would  be  made  possible  by  the  provisions  of  the  act,  allow- 
ing banks  for  cooperatives  to  purcht^  time  drafts  of  foreign  buvers 
of  agricultural  products,  as  well  as  authorizing  banks  for  cooperatives 
to  make  loans  airectly  to  associated  parties  where  there  will  be  sub- 
stantial  benefits  to  the  exporting  cooperative.  Presently  in  grain  ex- 
porting, we  are  just  beginning  to  see  foreign  buyers  show  an  interest 
m  the  use  of  short-term  (60  to  180  day)  time  draft*.  Peru  and  Chile, 
for  example,  used  this  type  of  financing  to  some  extent  in  the  exi>ort- 
ing  year  of  1978-79.  These  two  countries  purchased  approximately 
6.4  percent  of  the  Hard  Ked  Winter  that  was  exported  from  the  T'niteJl 
States  last  year.  Also,  during  the  past  year,  inquiries  have  be4*n  re- 
ceived from  foreign  buyers  asking  exporters  themselves  U>  provide 
longer  term  financing  of  grain  salee. 
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Both  of  these  types  of  financing  could  now  be  provicled  by  the 
cooperative  exporter,  thus  allowing  him  to  compete  in  the  market- 
place with  the  support  of  his  bank  for  cooperatives. 

Another  feature  of  the  bill,  if  amended,  would  be  a  third  new 
method  of  financing — that  of  authorizing  banks  for  cooperatives  to 
purchase  bankers  acceptance  notes.  These  acceptances  are  short-term 
(30  to  180  days)  financing  notes  used  to  finance  exports,  imports,  ship- 
ments, and  stxirage  of  staple  goods.  Kates  of  interest  are  sometimes 
cheaper  on  this  type  of  note  than  the  posted  rate  offered  through  the 
Farm  Credit  System.  Notes  of  this  tyj)e  offer  the  cooperative  exporter 
some  flexibility  as  he  tries  to  minimize  hia  financing  costs.  Private 
banking  systems  have  been  allowed  to  offer  this  type  of  financing; 
so  also  should  the  Farm  Credit  System. 

Another  change  House  of  Representatives  bill  4782  offers  is  that 
banks  for  cooperatives  could  enter  foreign  currency  exchanges  to  buy 
and  sell  for  the  benefit  of  exporting  cooperatives.  This  would  be 
necessary  if  the  exporter's  sale  terms  provided  for  payment  in  the 
foreign  buyer's  currency.  This  hedging  oy  the  banks  tor  cooperatives 
would  minimize  the  risk  involved  in  the  rapidly  fluctuating  monetary 
markets,  thus  locking  in  the  exporter's  gross  margin  of  profit  at  safe 
date,  rather  than  leaving  him  to  face  a  big  risk  of  loss  at  payment 
date.  Colombia  recently  has  purchased  a  sizable  quantity  of  wheat  in 
that  country's  own  current.  A  cooperative  did  not  sell  it. 

It  is  clear  that  if  the  Farm  Credit  Act  Amendments  of  1979  are 
put  into  law,  it  should  enable  the  cooperative  exporter  to  be  more 
adequately  financed  through  the  Farm  Credit  System,  thus,  in  turn, 
allowing  that  exporter  to  gain  a  greater  share  of  the  farm  product 
expert  business,  to  the  overall  benefit  of  the  farmer-owner. 

tjnion  Equity  is  grateful  for  the  opportunity  to  express  its  views 
before  this  committw. 

I  would  be  pleased  to  answer  any  questions. 

Mr.  JoKEB  of  Tennessee.  Thank  you  very  much,  Mr.  Hayes.  We  will 
callyouback. 

Next  witness  is  Mr.  K.  C.  Martin,  chairman,  executive  committee, 
Cooperative  Utilities  Finance  Corp.  Mr.  Martin,  we  are  glad  to  see 
younere. 

STATEHERT  OF  E.  0.  HARTIS,  CHAIBMAH,  EZECXmVE  COMHTrTEE, 
COOFEBAirVE  TTTILITIES  FI5A5CE  CORP.,  LOVrNGTOH,  IT.  HEX. 

Mr.  Martin.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  my  name  is  K.  C. 
Martin,  I'm  chairman  of  the  executive  committee  of  Cooperative 
Utilities  Finance  Corp.  CUFC  was  incorporated  as  a  non-profit 
cooperative  under  the  District  of  Columbia  Cooperative  Association 
Act  on  October  28,  1970.  It  has  $7,500,000  in  assets  and  has 
been  organized  and  conducted  to  provide  for  rural  electric  systems 
serving  primarilv  in  the  State  of  New  Mexico. 

I  appreciate  this  opportunity  to  present  CUFC's  views  concerning 
n.E.4782.  the  Farm  Credit  Act  Amendments  of  1979. 

CUFC  has  11  distribution  cooperatives  furnishing  electric  serv- 
ice to  the  general  public.  One  of  its  members  has  its  own  generating 
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facility  of  70  MW.  All  of  its  members  are  organized  and  operate  under 
the  New  Mexico  Rural  Electric  Cooperative  Act.  Its  members  serve 
79,815  consumers  on  22,148  miles  of  line.  This  average  of  3.6  consumers 
per  mile  of  line  is  served  primarily  in  the  rural  regions  of  nearly  50 
percent  of  the  State,  The  rest  of  the  State  is  served  by  six  electric 
cooperatives  which  are  not  members  of  CUFC  and  five  investor- 
owner  utilities.  The  members  of  CUFC  have  assets  collectively  of 
over  $101  million. 

On  May  11,  1973,  Public  Law  93-32  became  effective  which  estab- 
lished a  revolving  fund  outside  the  Federal  budget  for  insured  and 
guaranteed  loans  under  the  Rural  Electrification  Act. 

The  EEA  Administrator  can  guarantee  private  loans  made  to  REA 
borrowers  by  CUFC  for  the  full  amount  and  without  charge.  The 
interest  rate  is  to  be  agreed  upon  by  the  borrower  and  the  lender. 
CUFC  makes  long-term  loans  to  its  members  in  conjunction  with 
the  primary  lender,  REA,  in  order  to  provide  financing  for  the  plan- 
ning, initiation,  and  execution  of  their  rural  electric  programs,  proj- 
ects, and  undertakings.  Such  loans  are  secured  ratably  under  a  common 
moitgage  and  security  agreement. 

Funds  for  CUFC  s  Ending  program  may  be  derived  from  pay- 
ments under  Capital  Term  Certificates,  short -term  borrowings  fr<Hn 
Wichita  Bank  for  Cooperatives.  Senior  indebtedness  may  inenide  the 
sale  of  long-  and  short-term  senior  debt  obligations,  either  publicly  or 
privately.  The  amount  of  such  senior  indebtedness  will  depend  upon 
future  capital  requirements  of  CUFC,  market  conditions,  the  avail- 
ability of  additional  capital  from  its  members  and  the  amount  of  capi- 
tal term  certificates  and  other  sulxirdinated  obligations  outstanding, 
margins,  and  other  restrictions  on  additional  senior  indebtedness  which 
may  be  imposed  upon  CUFC  by  instruments  governing  its  outgtand- 
inesecurities. 

Until  December  15,  1981,  CUFC  has  a  credit  agreement  with 
Wichita  Bank  for  Cooperatives  for  not  exceeding  $35,000,000.  Manage- 
ment believes  that  this  amount  is  sufficient  to  cover  members'  needs 
through  that  period.  The  borrowings  from  Wichita  Bank  for  Coopera- 
tives have  the  same  maturities  as  CUFC's  long-term  loans  to  its 
members  funded  thereby.  Capital  market  conditions  may  in  the  future 
require  CUFC  to  finance  its  long-term  loans  to  members  through 
debt  securities  having  shorter  maturities  than  the  loans  and  if  re- 
financing were  nnavailnble,  there  could  be  nn  adverse  effect  upon 
CUFC's  operations  and  financial  conditions.  Prior  loans  not  funded 
by  WBC  borrowings  were  funded  by  proceeds  from  the  sale  of  prior 
series  of  capital  term  certificates  and  from  earnings ;  the  maturities  of 
the  capital  term  certificates  are  longer  than  the  maturities  of  CUFC's 
loans. 

As  of  this  date,  CUFC  has  advanced  loans  to  members  through 
the  Wichita  Bank  for  Cooperatives  agreement  in  the  amount  of  $1,- 
778,500  with  notes  for  an  additional  $1,185,000  to  be  advanced  in  the 
near  future. 

The  borrowing  from  Wichita  Bank  for  Cooperatives  is  pursuant  to 
a  loan  agreement  dated  February  16,  1977.  Advances  m>m  WBC 
are  subject  to  two  ceilings: 
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(a)  CUFC  must  maintain  a  loan  to  member  investment  ratio  of 
not  higher  than  12  to  1.  Currently,  CUFC  couM  borrow  the  entire 
$35  mmion  within  such  ceiling. 

(ft)  Advances  cannot  exceed  WBC's  regular  term  loan  lending 
limit  from  time  to  time,  until  WBC  has  advised  CUFC  that  snch 
excess  amount  qualifies  for  handling  under  applicable  "look  through" 
regulations  of  the  Farm  Credit  Administration.  For  this  purpose, 
CUFC  must  furnish  WBC  adequate  financial  reports  on  the  affairs 
of  its  borrowers  so  that  WBC  can  determine  that  the  financial  condi- 
tion, repayment  capacity,  and  other  factors  reasonably  justify  the 
credit  granted  to  CUFC  Management  does  not  foresee  a  problem 
with  meeting  this  ceiling. 

The  loan  agreement  ^rther  imposes  certain  duties  and  restrictions 
on  CUFC.  Among  these  is  the  requirement  that  a  rural  electric  co- 
operative is  eligible  to  borrow  from  a  bank  for  cooperatives  if  not  less 
than  70  percent  of  its  voting  control  is  held  by  farmer  members  or 
eligible  farmer  organizations.  CUFC  is  currenUy  eligible  to  borrow 
from  a  bank  for  cooperatives  if  not  less  than  80  percent  of  the  mem- 
bers are  eligible  under  the  70  percent  test.  Although  WBC  has  deter- 
mined that  CUFC  is  currently  eligible,  there  is  no  assurance  that 
changes  in  the  character  of  its  members'  service  areas  will  not  ad- 
verseh'  affect  eligibility,  and  eligibility  is  extremely  important  to 
CUFC  and  its  members  to  maintain  its  purpose. 

There  are  many  pressures  which  can  change  the  character  of  service 
for  a  cooperative  yet  do  not  change  its  "rural  area"  nature. 

Since  the  late  thirties,  cooperatives  have  been  organized  and  func- 
tioning in  New  Mexico  under  the  Federal  rural  electrification  program. 
Cooperatives,  as  nonprofit  member^ip  corporations  are  "for  the  pur- 
pose of  supplying  eJectric  energy  and  promoting  and  extending  the 
use  thereof  m  rural  areas."  Rural  area  means  any  area  not  included 
within  the  boundaries  of  a  municipality  over  .5,000  persons,  except  that 
a  smaller  municipality  is  excluded  if  it  is  already  served  by  another 
noncooperative  utility  and  a  municipality  of  any  size  is  included  if 
at  the  commencement  of  the  cooperative's  or  its  predecessor's  o^wra- 
tions  the  population  was  less  than  6,000.  CUFC  members  serve  many 
municipalities  within  its  rural  areas.  Since  their  institution  service 
to  ranches  and  farms  primarily  has  expanded  to  broad  types  of  resi- 
dential, commercial  and  industrial  service  as  business  and  industrial 
works  developed  in  rural  areas. 

Though  the  1973  law  changed  the  loan  program,  it  still  provides  for 
a  2-percent  per  annum  interest  rate  called  the  special  rate.  A  minority 
of  CUFC  members  currently  qualify.  However,  criteria  for  the  spe- 
cial rate  are  anticipated  to  be  modified.  CUFC  is  currently  unable 
to  e  timate  such  changes  or  their  effect  upon  those  members  currently 
qualifving,  except  that  management  expects  the  availability  of  ine 
specia^l  rate  to  be  more  restricted. 

Not  only  will  the  lack  of  availability  of  the  special  rate  increase 
the  demand  for  loan  funds  but  further  Federal  and  State  legislative 
and  administrative  action  is  anticipated,  due  to  the  evolving  public 
recognition  of  the  national  energy  crises  and  the  trrowing  puMic  con- 
cern with  rising  energy  costs.  Environmental,  health  and  safety  regu- 
lations are  continuing  to  impose  increased  capital  and  operating  crats 
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on  cooperatives  like  other  electric  industry  members.  Compliance  with 
present  and  future  laws  and  regulations  ma;  incur  substantial  costs  in 
g  nerating,  transmitting  and  aistributing  electric  energy.  The  siting 
of  powerplants  and  transmission  is,  in  addition  to  bemg  subject  to 
Federal  and  State  laws  and  regulations  governing  air,  water  and  noise 
quality  control,  subject  to  Public  Service  Commission  jurisdiction  over 
certain  environmental  matters.  In  implementing  the  National  En- 
vironmental Policv  Act,  REA  I'equiree  observance  by  borrowers  of  all 
applicable  Federal  and  State  enviitmmenta]  protection  requirements 
utd  has  established  procedures  to  obtain  and  evaluate  the  environ- 
mental impact  of  significant  rural  electrification  projects  for  whidi 
REA  financing  is  sought  Similar  environmental  procedures  have  been 
uiforced  oonceming  other  Federal  acti<ms  which  must  be  sought  by 
cooperatives,  such  as  easonents  across  the  extensive  Federal  lan<u 
within  New  ifezico.  CUFC  cannot  predict  the  effect  of  these  laws 
and  regulations  except  to  expect  increase  in  the  funding  needs  of  its 

members.  

As  menti(Hied,  80  percent  of  CUFC  members  do  currently  meet 
the  eligibility  requirements  of  70  percent.  However,  as  illustrated,  ctm- 
ditions  are  present  which  are  changing  the  characteristics  of  rural 
areas.  Many  of  the  conditions  are  due  to  national  problems,  and  regu- 
latory procedures  which  are  beyond  the  scope  at  a  single  rural  entity. 
Further,  national  demographic  changes  are  occurring  which  add  to  the 

Sroblems  of  serving  rural  areas.  Rural  Electric  Cooperatives  must  have 
le  financing  avaibble  to  serve  in  this  environment  for  they  are  re- 
quired to  provide  service  to  whomever  requests  it  within  their  area. 
The  operational  and  financial  pressures  are  immense.  Supplemental 
financmg  through  CUFC  and  Wichita  Bank  for  Cooperatives  has 

E roved  to  be  an  excellent  means  to  provide  funds  to  meet  these  chal- 
nges.  However,  if  conditions,  which  are  largely  beyond  the  control 
of  rural  cooperatives,  continue  to  change  their  characteristics,  many 
will  not  quahfy  for  Wichita  Bank  for  C'Ooperatives  loans — a  situation 
which  would  add  immensely  to  the  difficulties  already  encountered  in 
serving  rural  areas.  We  respectfully  request  that  this  subcommittee 
seiiou  ly  consider  reducing  this  eligibility  requirement  to  at  least  60 
percent  or  even  further  such  that  CUFC  and  its  membership  may 
not  have  closed  to  them,  sometime  in  the  future,  one  means  to  finance 
the  challenge  of  this  change.  The  Cooperative  Utilities  Finance 
Corp.  is  grateful  for  the  opportunity  to  express  its  views  before 
this  subcommittee.  I  would  be  pteaaea  to  respond  to  any  questions. 
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C.U.F  C.     MEMBERS    SERVICE   AREA 

NEW   MEXICO 


Kit  Carson  Electric 
Cooperative,  Inc. 
!■□■.  Mev  Mexico 

Otero  County  Electric 
Cooperative,  lac. 
Cloudcroft.  Hew  Mexico 

Hora-Ssn  Miguel  Electric 
Cooperative,  loc. 
Mora.  Hew  Mexico 

Horchern  Rio  Arriba  Electric 
Cooperative,  Inc. 
Chana,  Kew  Mexico 


Electric; 

Inc. 

Hew  Mexico 

N.K.22  Continental  Divide  Electric 

Grant*,  New  Hexlci 

H.M.2}  Lea  County  ElectrJ 
Cooperative,  Inc. 
liOvlnston,  New  Heil 

H.M.Z6  Southweacern 
Cooparatlve, 
Clayton,  Hew 

H.M.2a  JeMi  Hountalna  Electric 
Cooperative,  Inc. 
Eapanola,  New  Mexico 


„  Google 


123 

Mr.  Martin.  I  would  like  to  make  a  couple  of  statements  that  are 
not  contained  herein,  and  CUFC  does  not  do  short-term  financing  for 
its  members.  We  elected  originally  to  do  a  long-term  financftig,  and  we 
look  at  the  bond  market  and  then  WBC  and  decided  WBC  was  our  best 
opportunity  and  cheapest  financing  available  for  our  members,  wid 
with  some  of  our  consumers  that  have  a  1.5  members  per  mile  of  line 
it  becomes  very  important  that  the  cheapest  interest  rate  is  available 
to  that  member. 

The  member,  if  it  qualifies,  can  go  to  the  Bank  for  Cooperatives  and 
borrow  direct.  They  are  not  prohibited  from  doing  so,  and  so  we  en- 
courage members  to  do  their  short-term  financing  which  is  necessary 
sometmies  for  Capital  expenditures  which  were  not  expected  and  the 
regulatory  lag  before  the  commissions,  it  is  necessary  that  they  do  have 
some  short-term  financing.  And  by  then  being  qualified  under  the 
Farm  Credit  Act,  the^  can  go  directly  to  Wichita  Bank  for  Coopera- 
tives, and  I'm  speaking  of  all  electric  cooperatives  throughout  the 
United  States,  now,  not  just  the  members  of  CUFC,  because  there's 
other  co-ops  in  the  United  States  that  meet  this  financing. 

We  support  this  for  their  benefit  as  well  as  CUFC's.  Thank  you. 

Mr.  JosES  of  Tennessee.  Thank  you  very  much,  Mr.  Martin. 

Our  next  witness  is  Mr.  Richard  Powers,  president  of  Garden  Na- 
tional Bank  of  Garden  City,  Kans.  Welcome  Mr.  Powers;  we  are  de- 
lighted that  you  could  take  the  time  to  be  here  with  us  today. 

STATEMENT  OF  BICHASD  S.  POWEBS,  FBESIDENT,  OABSEN 
NATIONAL  BANX,  OAESEN  CITY,  KANS. 

Mr.  Powers.  Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
Kichard  D.  Powers,  president  of  the  Garden  National  Bank,  Garden 
City,  Kans.  I  appreciate  this  opportunity  to  present  the  bank's  views 
concerning  H.R.  4782,  the  Farm  Credit  Act  Amendment  of  1979. 

Our  bank  wholeheartedly  endorses  the  proposed  amendment  and 
urges  you  to  recommend  its  passage.  Garden  City,  Kans.,  is  located  in 
the  southwestern  comer  of  the  State.  It  is  a  commimity  of  over  22,000 
persons.  Our  prime  industry  is  agriculture  and  "agri"-related  busi- 
nesses. Irrigated  com,  feed  grain  com,  and  cattle  take  enormous 
amounts  of  ci-cdit  to  finance.  Our  bank  has  $47  million  in  total  assets 
and  $30  million  in  loans.  Fifty  percent  of  our  loans  are  "aOTi"-related. 

Historically,  banks  located  in  agricultural  areas  have  a  difficult  time 
meeting  the  credit  needs  of  their  customers,  and  our  bank  is  certainly 
no  exception.  Since  1975,  our  loans  have  increased  10  percent  per  year, 
while  our  deposits  have  only  increased  7  percent  per  year.  You  can 
readily  see  this  spread  is  growing  wider  and  wider,  and  making  it 
increasingly  difficult  for  our  bank  to  meet  the  credit  needs  of  our  tnide 
area. 

To  assist  us  in  handling  the  overlines  and  excess  loans,  we  entered 
into  an  ajjreement  with  the  Garden  City  Production  Credit  Association 
to  participate  in  our  excess  loans.  We  had  found  it  difficult,  in  times  of 
tight  credit,  to  obtain  the  necessary  excess  loan  funds  from  our  com- 
mercial correspondent  banks  as  their  credit  needs  were  very  similar  to 
ours  and  we  wjth  had  a  tightness  of  funds  at  the  same  time.  We  tdt 
by  entering  an  agreement  with  the  Production  Credit  Association  we 
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would,  then,  have  the  necessary  tool  to  assist  us  in  handling  our  excess 
loan  needs. 

I  am  sorry  to  say  that  this  -was  not  the  case  as  the  arrangement  did 
not  have  the  success  we  anticipated. 

Our  borrowers  resist  purchasing  stock  or  participation  certificates 
as  now  required  under  section  2,13(f )  of  the  Farm  Credit  Act,  Public 
Law  92 — 181.  Our  borrowers  have  told  me  that  if  they  are  going  to  be 
required  to  purcliase  stock  or  participation  certificates,  they  might  as 
wwl  deal  directly  with  the  Production  Credit  Association, 

It  is  not  our  desire  or  the  desire  of  other  commercial  banks  to  send 
our  customei-B  to  a  competitor.  Under  this  Farm  Credit  Act,  it  is  diffi- 
cult to  sell  a  participation  as  it  is  time  consuming  and  inconvenient 
to  require  our  borrower  to  come  into  the  bank  be&re  a  participation 
can  be  completed. 

From  a  competitive  situation,  we  prefer  our  borrowers  to  deal  only 
with  the  bank  and  not  be  required  to  deal  with  both  the  bank  and 
the  Production  Credft  Association.  We  like  to  deal  with  our  customers 
on  a  direct  basis,  and  it  would  be  much  more  attractive  to  all  commer- 
cial banks  that  are  working  with  Production  Credit  Associations  to 
own  the  qualifying  sliares  so  that  the  commercial  banks  may,  then,  deal 
directly  with  the  customer  and  not  involve  the  association. 

We  commercial  hanks  strive  to  keep  our  agricultural  cuatomera; 
and  OS  long  as  we  are  dealing  with  them  on  a  1-to-l  basis,  tlie  question 
does  not  come  up  of  switching  their  alliances  to  a  competitor. 

I  sincerely  feel  that  by  adopting  the  proposed  amendment  it  would 
make  the  participation  program  much  more  attractive  to  both  our  bor- 
rowers and  commercial  banks  needing  this  service. 

There  is  definitely  a  need  for  a  closer  working  relationship  between 
commercial  hanks  and  Production  Credit  Associations  in  obtaining 
loan  funds.  Passage  of  the  1979  amendment  would  make  this  goal  a 
reality. 

Thank  you  for  the  time.  That's  my  presentation. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Powers.  We  ap- 
preciate that.  I  find  that  you  are  in  Mr.  Sebelius'  district 

Mr.  Powers,  I  certainly  am, 

Mr.  Jones  of  Tennessee.  Our  next  witness  is  Jerold  Harris,  vice 
president  and  secretary  of  Wichita  Federal  Land  Bank.  Mr.  Harris, 
welcome. 

STATEHENT  OF  JEBOLD  L.  HABBI8,  8EHI0B  VICE  FRESIDEHT/SEC- 
RETASY,  FEDEBAL  LAHS  BAITS  OF  WICHITA,  WICHITA,  EAira. 

Mr.  Harris.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  subcommittee,  1  am  Jerold  L. 
Harris,  senior  vice  president  and  secretary  of  the  Federal  Land  Bank 
of  Wichita.  Our  bank  currently  provides  in  excess  of  $3  billion  in 
long-term  real  estate  loans  serving  more  thfln  50,000  agricultural 

firoducers  in  four  States  in  the  very  heart  of  the  Nation's  wheat  and 
ivestock  belt.  The  Federal  Land  Bank  of  Wichita  is  one  of  37  banks 
in  the  farm  credit  system  which  provides  approximately  $50  billion 
or  roughly  one-third  of  the  Nation's  total  agricultural  credit.  I  wel- 
come and  appreciate  this  opportunity  to  present  the  views  of  the 
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Federal  Land  Bank  of  Wichita  concerning  H.R.  4782,  the  Farm  Credit 
Act  Amendments  of  1979. 

Mj  16  years'  experience  in  the  farm  credit  system,  occupying  several 
positions  serving  rural  people,  personally  making  numerous  farm  and 
ranch  appraisals,  and  committee  millions  of  dollars  in  loans  for  the 
bajok,  provide  the  background  and  experience  for  my  support  of  this 
legislation. 

While  in  full  support  of  the  legislation,  I  am  here  to  address  and 
endoree  the  specific  proposal  in  H.R.  4782  which  would  permit  Federal 
land  Banks  to  make  loans  in  excess  of  85  percent  of  the  appraised  value 
of  the  real  estate  security  when  loan  guarantees  are  provided  by  gov- 
ernmental units.  Beginnmg  in  1971,  the  Federal  Land  Bank  of  Wicnita 
through  joint  and  participationg  lending  with  the  Farmers  Home 
Administration  has  made  hundreds  of  helpful  farm  i-eal  estate  loans 
each  year  to  low  equity  and  higher  risk  borrowers,  primarily  to  young 
farmers  entering  or  expanding  agricultural  enterprises.  Other  banks 
of  the  farm  credit  system  have  had  similar  good  experience.  Recently, 
however,  the  Farmers  Home  Administration  has  shifted  away  from 
such  participating  loans  in  deference  to  guaranteeing  loans  made  by 
private  lenders.  Consequently,  Federal  land  bank  credit  requirements 
and  a  lending  limit  not  to  exceed  85  percent  of  appraised  value  pre- 
clude the  Federal  land  bank  serving  alone  the  usual  high  credit  needs 
of  such  borrowers.  Herein  lie  the  major  impetus  for  this  proposed 
legblative  amendment. 

This  modification  of  the  act  would  enable  Federal  land  banks  to 
continue  serving  many  agricultural  producers  by  permitting  loans  in 
excess  of  85  percent  of  appraised  value  of  real  estate  security  when 
guarantees  are  provided  by  governmental  units.  Such  guarantees  could 
be  extended  by  Farmers  Home  Administration,  Small  Business  Ad- 
ministration, and  certain  State  governmental  agencies.  The  guarantee 
feature  in  effect  would  substitute  for  collateral  equity  for  higher  risk 
yet  worthy  borrowers,  and  therefore  avert  dilution  of  system  lending 
standards  and  bond  collateral. 

Farm  real  estate  represents  approximately  three- fourths  of  the  total 
assets  in  agriculture.  This  production  resource  must  continue  to  be 
transferred  into  the  hands  of  a  generation  of  younger  farmers  who 
typically  have  low  equity  positions  requiring  lenders  to  be  very  re- 
sponsive to  their  credit  needs.  Surely  it  is  in  the  best  interest  of  agri- 
culture for  some  of  its  younger  generation  to  continue  in  the  footsteps 
of  their  forefathers.  The  Federal  land  bank  and  the  Farmers  Home 
Administration  have  financed  many  such  real  estate  transactions 
through  the  joint  and  participating  loan  program.  Witli  emnbasis 
now  being  placed  upon  a  guaranteed  loan  program  in  lieu  of  par- 
ticipating loans,  the  removal  of  the  85  percent  loan  limit  as  proposed 
in  H.R.  4782  will  enable  the  farm  credit  system  to  assist  agriculture  in 
transferring  land  to  younger  generations. 

One  of  the  very  basic  principles  upon  which  Congress  founded  the 
Federal  land  banks  in  191R  was  to  insure  agriculture  a  dependable 
source  of  long-term  finnncing.  The  cyclical  nature  of  the  a^icultural 
industry  has  required  lenders  to  have  flexibility  to  remain  with  its 
borrowers  when  they  experience  less-than-favorable  weather  condi- 
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tions  or  commodity  prices.  Without  a  doubt  agriculture  remains  aab- 
ject  to  and  will  continue  to  experience  such  periods  when  they  must 
rely  on  their  real  estate  equity  to  see  them  through  to  better  days.  The 
authority  to  waive  the  85  percent  limitation  on  guaranteed  loans  would 
enhance  the  ability  of  the  Federal  land  banks  to  help  agricultural 
producers  withstand  the  rather  sharp  and  extensive  economic  and 
climatic  cycles  of  their  profession. 

The  enactment  of  this  legislation,  in  my  opinion,  is  in  the  best 
interest  of  the  public  as  it  will  assist  the  long-established,  reputablft, 
cooperative  farm  credit  system  to  better  serve  the  financial  noeda  of  the 
Nation's  agriculture. 

Gentlemen,  on  behalf  of  the  Federal  Land  Bank  of  Wichita  I  am 
grateful  for  this  opportunity  to  express  our  views  before  this  sub- 
committee and  to  endoi-Ho  and  encourage  the  enactment  of  H.B.  4782. 
Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Harris.  We  appreciate 
the  fact  that  you  are  here. 

Our  next  witness  is  Jim  Fee,  Independent  Insurance  Agents  of 
Kansas.  Since  we  do  not  know  who  you  are,  just  identify  yourself, 

STATEHENT  OF  JAHES  W.  FEE,  IVBEFEHDENT  IlTSintAHCE  AOEHTS 
OF  EA5SAS,  HUTCHIRSOK,  KAITS. 

Mr.  Fee.  Distinguished  members  of  the  Conservation  and  Credit 
Subcommittee,  I'm  Jim  Fee,  representing  the  Independent  Insurance 
Agents  of  Kansas,  and  Fee  Insurance  Agency,  Inc.,  of  which  I  am 
the  president  and  only  stockholder. 

It  is  a  pleasure  for  me  to  be  here  today  and  thank  you  for  allowing 
me  to  appear  before  you.  I  also  appreciate  the  committee  coming  to 
Kansas  so  that  people  and  interested  groups  from  this  area  can  more 
conveniently  convey  to  you  their  views  and  concerns. 

The  Independent  Insurance  Agents  of  Kansas  is  an  association  with 
approximately  690  member  agencies  representing  more  than  2,600 
agents  and  employees  throughout  the  State. 

As  small  businessmen  and  businesswomen,  tve  support  the  private 
enterprise  system  of  insurance.  Our  primary  interest  is  in  selling  and 
servicing  property  and  casualty  coverages  and  in  keepinj?  such  interest 
free  from  unfair  competition. 

Our  purpose  today  is  to  express  our  concern  regarding  the  sale  of 

froperty  and  casualty  insurance  by  production  credit  associations  and 
ederal  land  bank  associations— Federal  instrumentalities  establi^ed 
primarily  to  serve  the  credit  needs  of  farmers. 

In  Kansas,  production  credit  associations  and  Federal  Innd  bank 
associations  currently  restrict  their  insurance  activities  to  selling  credit 
life,  credit  disability,  and  crop  hail  insurance.  However,  in  other 
States  production  credit  associations  and  Federal  land  bank  associa- 
tions  are  selling  property  and  casualty  insurance  in  a  manner  contrary 
to  lefjislative  intent  as  exprps.sed  in  the  Farm  Credit  Act  of  1971  and 
to  the  Farm  Credit  Administration's  rules  and  rpmilnfinns. 

Such  activity  is  causina  unfair  competition  with  unaffiliated  busi- 
nesses and  unl(^  it  is  checked,  the  same  situation  could  arise  in  Kansas. 
To  protect  the  primary  function  of  extending  agricultural  credit 
and  yet  recognizing  the  needs  of  unaffiliated  businesses,  Congress  in  the 
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Farm  Credit  Act  of  1971  permitted  production  credit  associations 
and  Federal  land  bank  associations  to  sell  certain,  limited  lines  of 
property  and  casualty  coverage. 

Aside  from  credit  life,  credit  disability,  and  crop  hail,  their  insurance 
activities  were  limited  to  insurance  on  collateral  for  loans,  and  then 
only  if  the  need  for  such  service  had  been  established  and  if  the  Farm 
Credit  Administration,  production  credit  associations  and  Federal 
land  bank  associations  in  three  federal  land  bank  districts — Columbia, 
S.C.,  St.  Louis,  and  New  Orleans — have  been  offering  property  and 
casualty  services  to  their  loan  customers. 

They  are  doing  so,  however,  at  the  expense  of  independent  busi- 
nesses. With  the  Farm  Credit  Administration's  broad  mterpretation 
of  the  term  collateral  and  with  its  not  enacting  procedural  guidelines 
for  enforcing  the  need  recjuirement,  production  credit  associations  and 
Federal  lana  bank  associations  in  these  areas  are  virtually  unlimited 
in  writing  property  and  liability  coverages  for  farmers. 

The  Farm  Credit  Administration  is  interpreting  collateral  to  in- 
clude any  of  a  farmer's  assets  that  bear  on  his  or  her  ability  to  repay 
a  loan.  We  believe  collateral  should  be  given  its  commonly  understood 
meaning — the  assets  that  are  specifically  pledged  as  formal  security 
to  repay  a  loan.  Such  interpretation  is  what  Congress  intended.  The 
conference  report  to  the  Farm  Credit  Act  of  1971  states : 

The  coDferees  discussed  at  lengtb  the  scope  of  Insurance  services  that  should 
property  be  made  avsllflble  to  eligible  borrowers.  It  is  felt  tbat  the  sale  of 
liability  Insurance,  and  any  Insarance  on  pBssenger  automobiles,  is  not  neces- 
sarj'  and  incident  to  the  functions  of  the  lending  instltntions ;  but  tbat  they 
Bbould  be  able  to  sell  sucb  insurance  as  may  l;e  necessary  to  protect  the  loan. 
Tbua  credit  life  insurance  could  lie  sold  In  an  amount  appropriate  to  injure  re- 
payment of  tbe  loan,  and  insurance  against  loss  of  any  collateral  secaring  a 
loan  enuld  be  sold  for  tbe  full  value  of  such  collateral.  It  ts  of  course  n»t  tbe 
intent  of  the  conferees  that  the  borrowers'  insurance  necessarily  be  purchased 
through  the  Farm  credit  system  lender. 

In  regard  to  need  requirement,  the  Farm  Credit  Administration 
is  not  enforcing  its  own  regulations  and  board  policy.  The  Farm 
Credit  Act  of  1971  permits  PCA's  and  FLB's  to  provide  "financially 
related  services"  to  their  borrowers  provided  the  following  regulation 
is  met : 

Bank  Board  approval  for  an  association  to  offer  a  financially  related  service 
program  sball  be  conditioned  on  the  application  of  a  feasibility  determintlon 
Including  the  following  four  criteria  : 

(1)  Need  for  tbe  servit^e  based  on  persuasive  evidence  tbat  membersbip  need 
for  and  interest  in  tbe  proposed  service  Is  sufficient  to  Insure  tbat  a  quality 
service  can  be  provided  at  reasonable  cost  and  that  similar  service  is  not  being 
provided  adequately  wltb  regard  to  coat,  quality  and  availability  by  others  in 
the  community. 

It  is  our  position  that  specific  procedural  guidelines  should  be 
established  for  determining  the  need  to  offer  insurance  through  pro- 
duction credit  associations  and  Federal  land  bank  associations. 

We  have  made  such  requests  to  the  Farm  Credit  Administration,  but 
to  date  our  efforts  have  been  unsuccessful.  We  believe  that  when  a 
production  credit  association  or  Federal  land  bank  association  wishes 
to  enter  the  property  and  casualty  business  they  should  publish  a  no- 
tice of  intent  in  local  newspapers.  Interested  parties  should  have  the 
opportunity  to  comment,  and  district  boards  should  determine  the 
need  for  such  services  based  on  a  preponderance  of  the  evidence. 
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Several  reasons  exist  for  the  limiting  of  FCA's  and  FLB's  in- 
surance activities.  They  enjoy  several  competitive  advantages  over 
independent  insurance  agents.  They  have  the  ability  to  tie  insurance 
sales  to  credit  which  often  leads  to  coercion  on  the  part  of  the  bor- 
rowers. They  Imve  dotniled  knowledge  of  n  client'a  financial  profile  and 
existing  insurance  coverages  and  expirations.  They  can  reduce  oper- 
ating costs  with  the  income  generated  by  insurance  sales,  and  they 
can  pass  those  overhead  savings  on  to  their  customers  through 
reduced  loan  rates.  Also,  they  enjoy  several  local  and  State  tax  advan- 
tages and  can  boriow  from  Federal  Intermediate  Credit  Banks  which 
are  exempt  from  Federal  income  tax. 

In  conclusion,  we  emphasize  that  farmers  are  our  customers,  too. 
IVe  feel  we  can  o£Fer  them  a  choice  of  coverages  suited  to  their  par- 
ticular needs  at  the  most  advantageous  terms.  When  it  can  be  ob- 
jectively determined  tliat  we  cannot  otter  such  services,  then  and  only 
then  would  expanded  production  credit  association  and  Federal  land 
bank  association  insurance  activities  be  justified. 

Gentlemen,  I  tliank  you  for  hearing  me  out  this  morning. 

I  will  stick  around  to  answer  any  Questions  that  you  may  have. 

[The  following  information  was  submitted  by  Mr.  Fee:] 

Pbotsssiorai.  iHBimAiTCB  Aqbrts 

OF  EAnsAs,  Iito., 
Topeka,  Kant.,  October  $,  1979. 
To :  Conservation  and  Credit  Snbcominltt«e,  House  Agrlimlture  Committee. 

The  ProfesBlonal  Insurance  Agents  la  a  trade  association  made  vrp  of  some 
625  Insurance  agents  throngb  ont  the  state  of  Kansas. 

We  whole  heartedly  support  the  testimony  mode  by  Mr.  James  Fee  rep- 
resenting the  Independent  Insurance  Agents  of  Kansas. 
Sincerely, 

Oevb  a.  Euiott,  CPCU,  CIO, 

Patt  PmUmt. 
Mr.  JoNZS  of  Tennessee.  Thank  you  very  much,  Mr.  Fee. 
Next  is  Mr.  Alton  Cook,  president.  Federal  Intermediate  Credit 
Bank  of  Wichita.  Welcome,  Mr.  Cook. 

STATEMENT  OF  ALTON  B.  CODE,  FBESISENT,  FEDERAL 
INTESHEDIATE  CBESIT  BANE,  WICHITA,  EANS. 

Mr.  Cook.  Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
Alton  B.  Cook,  president  of  the  Federal  Intermediate  Credit  Bank  of 
Wichita. 

Our  bank  has  about  $1.3  billion  in  assets.  The  Farm  Credit  System 
provides  approximately  $.50  billion  or  roughly  one-third  of  the  Na- 
tion's total  agricultural  credit.  I  would  say  I  appreciate  this  oppor- 
tunity to  present  the  Federal  Intermediate  Credit  Bank  of  Wichita's 
views  concerning  H.R.  4782,  the  Farm  Credit  Act  Amendments  of 
1979. 

The  issues  concerning  the  insurance  programs  provided  through 
Farm  Credit  System  institutions  arc  not  a  part  of  the  legislative  pro- 
posals incorporated  into  the  Farm  Credit  Amendments  Act  of  1979, 
which  is  H.R.  4782,  and  we  see  no  virtue  in  addressing  these  insurance 
programs  through  additional  amendments  to  the  proposed  legislation. 

The  policy  and  objectives  of  Congress,  as  defined  in  the  Farm  Credit 
Act  of  1971,  state,  in  part,  that  the  Farm  Credit  System  is  "to  provide 

ind,  adequate,  and  constructive  credit  and  closely  related  services." 
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Insurance  services  provided  through  production  credit  associations 
are  part  of  the  financially  related  services  which  the  associations  are 
permitted  to  provide  for  their  members.  These  services  are  designed 
primarily  to  be  of  benefit  to  the  member  who  elects  to  purchase  them. 
They  are  provided  strictly  at  the  option  of  the  member.  Even  where 
an  available  financially  related  service  is  required  as  a  condition  of 
the  loan,  the  member  has  the  option  to  purchase  the  service  from  the 
association  or  from  any  other  available  supplier. 

Three  insurance  programs  are  presently  available  through  produc- 
tion credit  associations  in  the  Wichita  district.  These  are  credit  life 
insurance,  credit  disability  income,  and  crop  hail  insurance.  In  each 
program,  the  coverage  that  may  be  purchased  is  related  directly  to 
the  funds  that  are  borrowed  from  the  association  and/or  an  expected 
source  of  repayment  for  the  loan. 

Property  and  casualty  insurance  is  an  authorized  financially  related 
service  under  the  Farm  Credit  Act  of  1971.  While  we  presently  do  not 
actively  provide  this  insurance  for  our  members,  we  believe  the  pres- 
ent authority  should  remain  as  one  of  the  clearly  stated  congressional 
objectives  for  the  Farm  Credit  System. 

Each  of  the  insurance  services  available  through  Wichita  district 
production  credit  associations  is  provided  by  more  than  one  independ- 
ent insurance  company.  Thus,  there  is  an  element  of  competition  in 
theproviding  of  these  services  within  our  district. 

We  have  adequate  controls  to  insure  that  there  is  no  coercion  in- 
volved when  a  member  elects  to  participate  in  a  financially  related 
service.  System  employees  may  not  receive  commissions  from  the  sale 
of  insurance  or  other  financially  related  services.  Employee  compen- 
sation is  not  based  on  the  sale  of  financially  related  services.  There 
have  been  no  complaints  from  members  or  applicants  in  the  Wichita 
district  alle^ng  employee  coercion  to  purchase  any  financially  related 
service  provided  by  the  association. 

The  authorized  insurance  services  are  closely  related  to  the  credit 
that  is  extended  in  that  they  provide  financial  protection  for  the  mem- 
ber, his  family,  the  agricultural  production  and/or  the  capital  assets 
necessary  for  production. 

These  services  are  designed  to  reduce  or  eliminate  a  part  of  the 
stress  that  generally  accompanies  financial  or  physical  adversity.  The 
emphasis  is  to  reduce  the  risk  that  the  member  naturally  incurs  in  an 
agricultural  venture  to  a  more  nearly  controllable  level. 

Our  primary  business  is  that  of  serving  American  agriculture.  Our 
entry  into  these  insurance  programs  was  the  direct  result  of  a  dem- 
onstrated need  and  a  desire  on  the  part  of  our  membership.  We  be- 
lieve the  competition  we  provide  in  the  limited  number  of  insurance 
services  available  through  production  credit  associations  is  a  service 
to  American  agriculture.  We  therefore  urge  that  you  preserve  the  au- 
thority that  presently  exists  for  our  role  in  these  financially  related 
services,  and  that  you  report  H.R.  4732  out  of  the  subcommittee  as  it 
was  introduced. 

On  behalf  of  our  bank,  I  again  want  to  express  our  gratitude  for  the 
opportimity  to  exercise  our  views  before  the  subcommittee. 

Thank  you. 

[The  prepared  statement  of  Mr.  Cook  follows :] 
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□Q  behalf  Df  the 
Federal  Intemedlate  Credit  Bank  of  WIchtta 
n;.  Oialman  and  mwibera  of  cha  Subco^tlttaa ,   I  am  utoo  B.  Cook, 
Federal  Incatwdlat*  Cr*dlt  Bank  of  Wichita.      Hy  Bank  haa  «1, 100, 000, 000. 00 
In  aasata.      The  rmzm  Ccwllt  Syetia  provides  appcoxlmacely  $50  billion  or 
rau9hli>  one-third  of  the  nation'a  total  agEicultural  cr*dit.      I  appreciate 
chia  opportunity  to  preeant  the  Federal  Intsmsdlats  Cradlt  Bank  of  Wiehita'a 
viam  concerning  HK  4782,   the  Pan  Credit  Act  Aaei^ments  of  1979. 


"Bit  propoaad  lagislati**  eaendBent  will  raaove  the  atatutory  liaitation 
on  tha  naintanance  laval  of  Fadaral  Intanediata  credit  banlca'  lagal 
reeerva  which  la  allocated  to  uaac  inatitutiona  on  a  patronaga  baais. 
By  raaovlnq  tha  atatutory  llaiitatlon,  diacrationary  authority  for  tha 
■aintananca  of  such  raaarve  could  be  placed  with  Bank  Bana^eaent  undar 
policy  direction  of  the  District  Board  of  Olrectora.     Thia  wnild  pro- 
vide (laxlbUity  to  aanagaaent  and  boards  for  determining  the  degree 
of  risk  in  each  district  based  upon  historic  climatic  and  acooomie 
cycles  as  wall  as  tha  type  of  agriculturs  unique  to  each  district. 

Based  upon  individual  Federal  Intermediate  credit  bank  datamlnatlons , 
tha  naincenanee  of  auch  a  reserve  could  introduce  greater  efficiency 
In  Bank  capital  programe  by  maintainijig  adwiuate  riak  funda  to  preclude 
atock  lapalraant.      For  arable,    the   records  of  the  Federal   Intaraadiate 
Cradlt  Bank  of  Hlchlta  reveal  the  following) 
Decesawr  31.  1971 
Riak  r«Ml« 


Allocated  Lagal  Maarva 
Surplua  -  Reserved 
Surplua  -  Other 
Total  Available  Uak  Funda 


I  11,011,768 


Total  Asaats  12/ 
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ProvtatoB  (or  Losmi  t            244, OU 

AlloCBtwl  Ltyml.  MHm  1S,STI.S46 

Surplus  -  Maaamd  S,2ST,333 

Soxvlua  -  Othwc  l.S0«.M4 

Total  AvBllaU*  Mak  runda  t       33,S79,SB4 


It  ia  obvloil*  that  wltli  tba  atatutoEy  lladtatloo,  an  arlttaatical  appcoach 
to  davaloplng  riak  fuDda  doaa  not  kaap  paca  with  tha  ciak  tnvolvad  In  tha 
Bank'a  loan  portfolio  or  total  aaaata. 

Tba  iapaot  of  tha  awan^int  on  Syataa  borrotME*  iioiilil  ba  Inalviif leant 
bacauaa  aamlnga  goala  (oc  capital  naada  In  ttia  Bank  would  virtually 
raaain  UDCbangad.     Howavar,  tba  >Band*ant  muld  paimlt  a  dlffannt  utlli- 
xatlon  of  auch  •anlnga  but  would  not  chaoga  tha  lapact  on  tha  Bank'a 
financial  atnictura  al^ly  bacauaa  of  tha  changa  In  lagal  raaarra  datarml- 
natlona.     Ul  Bonk  aaxnlnga,  axcapt  for  tha  llaltad  uiounc  placad  In  tha 
pnnlalon  for  loaaaa,  vlll  ha  ratalnad  in  tha  Bank'a  capital  atroctnra. 

•M  b«liava  a  raeognltion  of  riak  dlctatad  by  piudant  bualnaaa  practicaa 
rathar  than  atatutory  llMitationa  nould  anhanca  tha  invaatoEa'  analyaia 
of  radacal  Intaxaadlata  cradlt  banka  wtilch  would  hava  a  favorabla  lapact 
on  thalr  aaaaaaaant  of  rlak  in  Syataa  bonds  and  raaultlng  Intaraat  rata 

m*ia. 

Na  alao  ballava  tha  naoval  of  tha  atatutory  limitation  muld  paralt 
Fadaral  IntaraadlaCa  cradlt  banka  to  davalop  a  aound  and  caatxuctlva 
financial  baaa  Hhlcb  will  paislt  thaa  to  nalntaln  and  anhaitca  chair 
ability  to  aatra  Kaarican  aqcieultura  conalatant  with  Congraaalonal 
policy  Mhleh  provldaa  that  a  prosparoua.  productiva  agrlcultuia  is 
aaaantlal  to  a  fraa  nation.  Tha  Tadacal  intarBadiata  cradlt  banks,  as 
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■  part  of  ch*  faraar-ownad  eooparativa  fan  Cradle  syatas,  i>  cbar^ad 
■ith  tha  objactlva  of  l^iTovlnq  Cha  locoM  and  «aLl  baliw  of  Aaarlcan 
rmaai  ■  and  c^ncteta  by  fumlihln^  aound,  ■da<iluta  and  conatructLva 
cradit  and  cloaaly  ralatad  aarvicaa  to  thaai.  ma  raquirai  ■  aound 
financial  atructur*  to   acccaapllah  thaae  objactivaa. 


Tb*   loaa  aharlng  prcvoaala  ara  daalgnad  to  authorlia  (1)  all  Paza 
Ccadit  InatltuClona  to  antar  Into  ^anaral  loaa  aharing  agraaaanta 
■1th  othar  Fai«  Cradit  Inatitutlona  (Hlthout  ragard  to  tha  typa  of 
loaa)  and  (Z)  Fara  Cradit  Sank  Syacaau  to  antar  into  auch  iiji  aaaaiil  ■ 
Hlth  aacb  othar. 

Pcaaantly,  ■ji'aawnf  axlat  undar  currant  law  wharaby  Pam  Cradit 
Institution*  han  agraad  vlth  othar  Fan  Cradit  inatitutlona  to  ahAra 
apacitie  loaaaa  If  thay  Kara  to  occur  that  would  inp&lr  tha  naobarahip 
capitaa  of  an  Inatttution(a)  ahaant  yuch  an  aqraaaant. 

HCMarar.  lata  ahtcing  agrvaBant*  can  provida  an  lupoctant  aaana  of 
anhanelng  tha  total  viability  of  tha  Syataa.  aipaeially  If  ■  loaa  doaa 
not  hava  to  raach  capital  atock  livainwnt  bafora  It  can  ba  aharad. 
Tha  Fara  Cradit  inatitutlona  ballava  th«t  prudanC  buainaaa  JudgiBant 
Bandataa  that  thay  co^arata  In  taking  Joint  precautionary  vaaauiaa  Iji 
ordar  to  aaaura  that  tha  purpoaa  of  tha  Syatm  can  ba  aehiaMd. 

My  agraaatnta  aada  poaalbl*  by  thaaa  aaandaanti  Hould  contain  aany 
tachnlcal  pcovisloni  nhioh  aia  bayond  tha  (copa  of  thia  atataaant. 
■paaking  for  tha  Padaral  Intaraadiata  Cradit  Bank  of  Mlchlta  In  pactlo- 
ular.  and  all  Para  Cradit  Banka  In  ganaral.  It  la  truly  raflactiva  of 
tha  ooopacativa  fmb  Cradit  Syataa'i  choractar  Chat  our  inatitutlona 
would  ba  willing  aontetbutoci  to  othar  Fua  Cradit  Inatitutlona  in  thalr 
tlaa  of  crlaia,  and  would  alallarly  ba  appraciativa  raelpianta  In  tha 
avant  that  a  loaa  crlaia  ■ould  atcika  dlractly. 
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:iu>  suewwnt  is  dasignad  to  hl^ll^t  t 
of  thaa*  loM  ahArlDg  propoaala. 

thasa  propoaala  ara  daalxabla  for  tha  Fam  Ccadle  Syataa,   Its  borro 
and  imvatois  alnea  th«]r  vDuld; 

(1)     Proeace  cha  accaaa  of  tha  Faza  Cradlt. taokf  to  tha  Booay 

■azkat  and  wiuld  protact  tha  raputatlon  of  Tucm  Cradlt  Syata 

Inatltutlona'  dabt  inatrmanta  »  low  rtalc  Invaatmanta] 
<2)     Piotact  tha  accaaa  of  tlia  Fan  Cradit  Banki  to  tha  aonay 

■arkat  by  Blniaiilnq  tha  inpact  that  advaria  laaaaa  In  aa/ 

Bank  or  Banka  would  hava  on  cha  bond  lurkat  and  othar  ■onrca 

of  fonda  for  tha  Systaai; 
(31      Ulow  tor  the  continuation  of  ■  dapandabla  cradit  aarrica  to 

faoara  during  any  pariod  t4icn  haary  loaaaa  nay  ba  ancountar 

only  in  a  ragiooal  araai 
(4)     Protaet  farsar  and  famar  cooparaciva-atockboldara  agaloat  t 

loaa  of  chair  ovn  Invaataant  In  tha  Fara  Cradlt  Banka  and  aa 


(5)     Allow  tha  inatlcutlona  to  spraad  tha  rlak  of  cataicrophle  loaa 

orar  a  brosdar  financial  baa*,-   and 
{6)      Provida  tha   invaator  with  tha  protaction  of  a.  contingancy  plan 
wharaby  cvpayaant  of  hia  principal  and  intaraat  on  hla   invaat- 
■ant  in  Fan  Cradit  obligationa  would  ba  tijnaly  mat. 
Aa  a  raault,  thai*  loaa  sharing  proposals  will  incraas*  tha  aasuranca 
that  aach  Bank  and  association  in  tha  FacB  Crwlit  Syataa  Hill  aalntaln 
tba  liability  to  wall  sarra  Mnrlcan  agriculCura  conalscanc  wlcb  Congraaa' 
loeant  and  policy  as  anpraaiad  in  tha  Fan  Crsdlt  Act  of  1971  that  a 
prosparoDS  and  pmhicciva  agricultuxa  ba  fostarad. 
3*  Padaral  Intarnadlata  Cradit  Bank  of  Hictiita  i*  gratsful  for  tha  opportunity 
a  «spc«aa  its  trlaw  bafora  this  Subco^aictaa . 
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Mr.  Jones,  of  Tennessee.  Thank  you  very  mucli,  Mr,  Cook.  We 
appreciate  your  comments  and  we  will  be  calling  you  back  for  some 
questions. 

I  understand  the  next  witness,  Mr.  Unruh,  is  not  in  the  room,  is  that 
corrects 

At  this  time  I'm  going  to  yield  to  Keith  Sebelius  for  the  purpose  of 
introduction  of  some  members  of  his  staff. 

Mr,  Sebeliub.  Wc  had  the  other  members,  I  didn't  know  I  had  a 
member  of  my  Salina  office  here.  I  would  like  to  introduce  Ida  Mae 
Frick,  from  Salina.  If  you've  got  any  problems  start  talking  to  her; 
that  is,  if  you  live  in  my  district.  I'm  not  soliciting  business,  Dan. 

Mr.  Jones  of  Tennessee.  We  appreciate  very  mucn  your  presence. 

I  am  going  to  yield  to  Dan  Glickman  for  purposes  of  introducing  the 
next  witness. 

Mr.  GucKHAN.  The  next  witness  is  Harold  Shoaf  with  the  Kansas 
Electric  Cooperatives.  Of  course  the  rural  cooperatives,  electrical  co- 
operatives, of  this  country  have  transformed  the  rural  area.  Mr.  Shoaf 
has  frequently  visited  my  office  in  regard  to  a  variety  of  problems, 
not  only  affecting  electricity  but  also  credit  problems  affecting  rural 
America  generally,  so  it  is  a  pleasure  to  have  him  here. 

STATEHBNT  OF  HABOLD  J.  SHOAF,  DIEECTOS  OF  GOVEBiniEirrAL 
BELATIOnS  AHD  FITBUC  AFFAIKS,  KANSAS  ELECTBIC  COOPER- 
ATIVES, ISC,  lOFEEA,  EAnS. 

Mr.  Shoaf.  Kfr.  Chairman,  Congressman  Sebelius  and  Congressman 
Glickman,  my  name  is  Harold  Shoaf.  I  am  Director  of  Governmental 
Relations  and  Public  Affairs  for  the  Kansas  Electric  Cooperatives, 
Inc.  Kansas  Electric  Cooi>eratives,  Inc.,  is  the  statewide  association  of 
all  38  rural  electric  cooperatives  serving  electricity  to  more  than  450,- 
OOOKonsans. 

The  KEC's  of  Kansas  supfwrt  the  content  of  section  305  (c)  of  H.K. 
4782  which  modifies  the  eligibility  of  a  cooperative  to  borrow  funds 
from  Banks  for  Cooperatives.  Tliis  modification,  which  reduces  the 
requirement  that  voting  control  of  the  cooperative  be  held  by  farmers, 
producers,  or  harvesters  of  acquatic  products,  or  eligible  cooperatives, 
from  70  i>ercent,  in  the  case  of  rural  utility  cooperatives,  to  60  per- 
cent for  all  cooperatives,  will  increase  the  number  of  cooperatives 
who  are  eligible  for  a  loan  from  a  Bank  for  Cooperatives.  The  in- 
creasing number  of  rural  electric  cooperative  members  who  are  non- 
farmers  but  live  in  rural  areas  is  making  it  increasingly  difficult  for 
BE(!^'s  to  l)e  eligible  to  borrow  funds  from  Banks  for  Cooperatives. 

H.R.  4782,  section  305(c),  would  enable  banks  for  cooperatives  to 
better  serve  the  credit  reeds  of  cooperatives  in  rural  America  and  still 
retain  the  principle  of  farmer  control  as  a  condition  of  e'lnibility.  At 
the  37th  annual  mepfing  of  the  National  Rural  Electric  Cooperative 
Association  held  February  18  to  22. 1970,  the  voting  delegates  adopted 
a  resolution  that  would  require  that  farm  membership  be  reduced 
from  the  present  70  percent  to  51  percent  as  eligibility  for  a  coopera- 
tive to  Irorrow  funds  from  a  bank  for  cooperatives.  Farmers  would  still 
retain  control  with  the  51-percent  membership  requirement. 
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Results  of  the  1971  and  1975  amendments  to  the  Fann  Credit  Act 
have  permitted  rural  electric  cooperatives  in  the  United  States  to  bor- 
row $1.3-bi]lion  to  finance  transmission,  distribution  and  generation 
facilities  to  serve  customers  from  the  banks  for  cooperatives.  Both 
modest  short-term  loans,  as  well  as  large  scale,  lonjf-term  loans  to 
&iflnce  electric  ^neration  facilities  have  been  borrowed  by  REC'& 

Future  financial  needs  of  rural  electrics  will  continue  to  increase. 
NRECA  estimates  REC  loan  needs  of  $5  billion  for  1980.  The  Rural 
Electrification  Administration  will  be  able  to  supply  20  percent  of 
these  funds  or  approximately  $1  billion  through  its  insured  loan  pro- 
gram. The  remamder  of  the  $4  billion  of  financing  requirement  must 
come  from  othei'  sources,  including  banivs  for  cooperatives. 

Mr.  JoN£B  of  Tennessee.  Thank  you  very  much,  Mr.  Shoaf. 

Now,  gentlemen,  all  of  you  who  have  been  heard,  will  you  proceed 
to  the  front. 

Since  Mr.  Sebelius  is  a  visiting  Congressman  today  and  not  a  mem- 
ber of  the  subcommittee,  Dan  and  I  are  going  to  yield  to  him  for  the 
ftr=t  question. 

Mr.  Sebelkis.  Thank  you. 

Mr.  Leith,  you  do  mention  in  your  statement — of  course  we  have 
discussed  this  lately  on  the  subject  of  seeking  stronger  markets — but 
do  you  feel  there  is  any  additional  type  of  leirislation  that,  say,  farm- 
land or  cooperatives  need  to  enhance  their  ability  to  export  grain  more 
vigorously  * 

Mr.  Leith.  You  mean.  Congressman,  in  addition  to  the  legislation 
we're  talking  about  ? 

Mr.  SEBELros.  In  addition  to  what  we're  talking  about. 

Mr.  Lefth.  Well,  as  I  stated  in  my  statement,  I  believe  I  used  the 
word  "alternate"  or  words  to  tiiat  effect,  source  of  credit.  Takes  a  lot 
of  dollars  when  you're  exporting  grain  and  it's  a  specialized  business, 
and  I'm  not  a  financial  man.  They  can  comment  more  precisely  on 
this  than  I. 

Get  into  exchange  rates,  things  like  that,  it's  an  important  and 
specialized  field,  a  field  of  the  money  necessary  to  consolidate  interna- 
tional commerce,  and  we  feel  while  the  export  cooperatives  obviously 
are  getting  money  somewhere  right  now,  that  this  does  open  up  other 
fields  and  Broadens  it  somewhat. 

Other  than  credit,  it's  hard  to  know  where  to  start  and  where  to 
stop  in  international  trading  grain.  The  cooperatives  are  making  prog- 
ress which  we  feel  is  important. 

The  exportation  of  grain  is  one  of  the  most  important  economic 
facts  of  life  in  this  country,  bar  none.  And  it  is  of  concern  that  this 
is  in  relatively  few  hands,  and  this  is  documented,  it's  in  relatively 
few  hands,  in  the  hands  of  the  companies — I'm  not  criticizing  them, 
but  just  looking  at  the  facts  of  life — in  the  hands  of  companies,  some 
of  them  privately  owned,  international  in  scope,  broad  in  many,  many 
activities,  very  large  companies,  and  we  feel  it  is  good  for  the  U.S. 
farmer  and  g^>od  for  the  American  people  in  general  for  there  to  be 
competition. 

Mr.  Shielius.  You  feel  that  credit  would  be  one  of  the  main  tools 
that  you  need  in  addition  to  help  you  in  that  field  f 
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Mr.  Leith.  Credit  is  one  of  the  main  tools.  It  doesn't  solve  all  the 
problems.  You  have  groups  of  organizations  going  together,  you  have 
problems.  But  we  fe^  progress  ha£  been  mat^,  but  we  feel  this  is  (me 
that  would  help. 

Mr.  Sebeuus.  Thank  you.  Mr.  Powers,  because  of  your  experience 
with  trying  to  do  with  the  extra  agreement  with  the  PCA  there  in 
Garden  City  and  otherwise,  do  you  feel  that  the  section  213  which  as 
proposed  is  one  that  would  authorize  your  bank  to  do  the  handling 
of  certificates  and  so  forth  as  far  as  your  work  with  them?  Do  yon 
think  that  would  solve  the  problem  you  have  now  as  far  as  your 
customers  and  having  to  go  to  the  bank  f 

Mr.  Powers.  It  wDuld  be  a  great  help,  because  at  this  time,  like  I 
mentioned  in  my  testimonv,  there  is  a  great  resistance  of  our  borrower 
buying  those  certificates  for  stock.  And  we  could  own  the  stock  our- 
selves, so  we  could  participate  with  PCA,  very  definitely. 

Mr.  SuBEUTTS.  Mr.  Fee^  you  cc»maentea  on  the  subject  in  some  of  the 
other  districts,  but  not  m  Kansas.  Credit  life,  credit  disability,  and 
crop  haU,  you  don't  complain  about  that  too  much,  as  &r  as  items 
which 

Mr.  Fee.  Well,  it's  not  that  I  don't  complain  about  it,  I  think  it's  an 
economic  fact  of  life,  Congressman,  and  I  don't  intend  to  reverse  what 
has  already  been  done,  but  I  very  vehemently  am  opposed  to  any  fur- 
ther intervention  in  our  business. 

Mr.  Sebelids.  You  feel  as  independent  insurance  agents  it  shouldn't 
be  tied  to  credit! 

Mr.  Fee.  Absolutely  not. 

Mr.  Sebelids.  You  were  talking  with  Chairman  Jones  here  on  the 
subject  of  pilot  projects  that  were  noted  there,  and  you  feel  that's  sort 
of  a  toe  in  tJie  door,  so  to  speak,  foot  in  the  door  ? 

Mr.  Fee.  Yes,  sir.  I  do.  As  a  matter  of  fact,  I'm  aware  of  a  number 
of  PCA's,  FLB's  within  the  State  of  Kansas  who  have  already  licensed 
representatives  of  their  organizations  preliminary  to  entering  into  the 
insurance  business  in  Kansas. 

Mr.  Sebelits.  Well,  Mr.  Cook  testified  that  as  far  as  the  intermedi- 
ate bank  that  they  sell  just  the  three  items  and  that  the  individual  sell- 
ing it  JTets  no  commission ;  is  that  correct  ? 

Mr.  Cook.  That  is  correct,  sir. 

Mr.  Sebeliub.  So  there  is  no  incentive  for  him  to  do  it  other  than 
service  to  the  borrower? 

Mr.  Cook.  That  is  correct. 

Mr.  Sebelius.  My  nuestion  is  do  the  employees  get  any  commission! 

Mr.  Cook.  No,  sir.  None  whatsoever. 

Mr.  Sebeuub.  And  they  write  for  any  companies  that  you  or  your 
orrranization  sees  fit  to  contract  with  ? 

Mr.  Cook.  They  must  be  approved  by  our  bank  before  they  write 
insurance  for  them. 

Mr.  Sebelius.  I  thank  you  all  for  coming,  and  for  my  opportunity 
to  participate  in  this  part  of  it  bocnuse  I  have  learned  a  lot  this  morn- 
ing, and  will  hope  to  learn  more  this  afternoon, 

Mr.  JoxES  of  Tennessee.  Thank  you  very  much.  Thope  were  very 
appropriate  questions  to  be  asked  of  such  a  distinguished  panel  as 
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I  now  yield  to  my  good  friend  Dan  Glickman. 

Mr.  Olicehan.  Thank  you.  Mr,  Chairman. 

Before  I  start,  I  might  make  one  point  in  reference  to  the  farm  ex- 
ports. Last  month  there  was  national  publicity  about  the  House  pas- 
sage of  an  amendment  on  an  Export  Administration  Act  which  tied 
grain  pales  to  Soviet  troops  in  Cuba,  That  amendment  was  deleted, 
the  bill  has  been  approved,  and  it  has  been  signed  into  law,  but  I  felt 
it  was  very  unwise,  as  I  think  the  President's  advisor  Mr,  Brzezinski 
says,  to  cut  off  your  toe  to  make  sure  that  your  iiand  feels  all  right. 
I  just  thought  I  would  mention  that  right  now, 

I  would  Tike  for  the  gentleman,  Mr.  Powers,  and  anybody  else  here, 
to  comment  generally  on  the  state  of  farm  credit,  credit  generallv  in 
Kansas  in  terms  of  tightness  of  credit,  in  terms  of  the  amount  oi  in- 
solvencies, and  in  terms  of  where  you  feel  this  credit  situation  right 
now  is. 

Mr,  Powers.  Credit  in  southwestern  Kansas  is  very,  very  tight.  As 
you  know,  our  farmers  have  not  sold  their  wheat,  it  s  liquid,  but  it's 
setting  there  is  granaries  on  the  farm  or  in  terminal  stages,  and  our  de- 
posits have  not  increased  and  our  fall  operating  loans  are  needing  to 
be  made  for  the  planting  of  wheat  and  cattle  membeis  are  increasing 
some,  and  the  price  has  doubled,  so  our  need  for  credit  in  our  particular 
part  of  the  State  is  )ust  tremendous.  Overwhelming,  in  fact,  oecause  if 
it  weren't  for  the  PCA  or  Federal  intermediate  bank,  the  commercials 
banks  cannot  possibly  serve  the  capital  needs. 

Mr.  Glickman.  Wonder  if  anybody  else  has  any  comments?  How 
about  the  quality  of  loans  out  ? 

Tou  know,  when  wheat  prices  and  other  commodity  prices  and  live- 
stock prices,  were  down,  we  had  some  very  serious  iiroblems,  we  passed 
an  act  to  enable  the  Farmers  Home  Administration  to  extend  their 
credit  lending  authority. 

What  kind  of  improvement  have  you  noticed  in  the  last  year  in  ref- 
erence to  farmers'  credit  problems  ? 

Mr.  Powers,  I  think  the  FmHA  has  gone  too  far.  I  think  they  have 
gone  into  the  commercial  area.  We've  got  the  SBA  going  into  farm 
loans,  we've  got  FHA  going  into  commercial  loans,  and  neither  know 
what  they're  doing,  frankly. 

Mr,  Glickman,  And  where  does  that  leave  you  as  a  private  banker? 

Mr.  Powers.  Well,  still  stight.  So  we're  leanuing  upon  the  powers 
that  be  in  the  SBA  and  PCA. 

Mr.  Glickman,  I  would  like  to  ask  you  Mr,  Leith,  in  your  statement 
you  indicated  that  this  legislation  may  create  confusion  with  cooper- 
ative associations  owned  and  operated  for  the  benefit  of  all  their  pa- 
trons. You  talked  about  an  amendment  to  require  at  least  20  percent 
of  the  "raw  materials  processed  or  marketed  be  furnished  by  the  recip- 
ient of  the  loan  imder  this  provision." 

I  would  like  to  ask  you  two  questions,  one,  why  20  percent  as  opposed 
to  50  percent,  and  two.  what  specifically  is  the  problem  you're  trying 
to  get  at  by  this  provision? 

Mr.  LErra.  Confrressman  Glickman,  the  20  percent  is  an  arbitrary 
figure.  It  is  a  value  judgment.  In  my  statement,  I  said  at  least  20 
percent. 


ly  Google 


138 

The  thouglit  here  is  to  make  it  of  some  consequence,  you  know,  that 
it  isn't  1  pel-cent  or  2  percent  or  90  percent.  I  would  have  no  quarrel 
with  a  higher  fipire. 

I  did  say  at  least  20  percent.  So  this  is  a  value  judgment. 

A  lot  like  other  things,  it  has  been  discussed  aTQonff  some  coopera- 
tive people  and  there  is  some  feeling  that  this  mig^t  oe  a  reasonable 
figure,  something  maybe  close  to  it. 

But  what  we  are  concerned  about  is  that  this  is  a  new  feature,  a 
new  authority,  and  I  think  conceivably  you  could  have  in  the  same 
town  two  processing  or  marketing  facilities,  one  could  be  a  coopera- 
tive financed  by  the  bank  for  cooperatives,  you  could  also  have  another 
facility  that  was  financed  by  a  P.C.A.  or  the  Federal  Land  Bank 
Association.  So  I  dont  know,  I  think  it  could  be  confusing.  You  know 
some  of  these  things  people  don't  understand,  and  it's  sort  of  a  matter 
of  we're  getting  in  each  other's  hair  and  we  would  like  to  present 
that,  keep  things  sort  of  in  channels. 

Mr.  Glickuan.  All  right  You  obviously  want  people  in  the  agri- 
culture business  to  be  eligible  for  these  loans.  I  gather,  however,  that 
y*m're  trying  to  prevent  financing  of  people  who  are  outsiders  in  the 
area  coming  in,  setting  up  a  business  and  getting  this  financing  by 
otherwise  qualifying  with  the  strict  statutory  aspects.  Is  that  what 
you're  really  tmng  to  get  at  here  I 

Mr.  Leith.  That's  right,  Congressman  Glickman. 

I  raised  a  couple  of  questions  here  that  I'm  not  just  sure  of  the 
answer,  but  we  want  to  insure  that  the  program  won't  be  used  in 
some  ordinary  commercial  activities  by  someone  that's  a  far  distance 
fi-om  a  bonande  agricultural  producer.  There's  a  lot  of  so-called  agri- 
cultural producers,  large  business  feeding  cattle ;  are  they  agricultural 
pi-oducers? 

Who  would  use  this  authority?  Under  what  circumstances f  And 
when  you  stop  and  think  about  it,  I  also  raised  the  question  about 
the  smaller  but  still  family  farmer,  he's  too  busy  he  may  not  have 
the  credit  base,  or  the  inclination  to  get  a  loan  to  get  in  the  processing, 
so  does  this  become  something  for  the  so-callea  larger — where  they 
are  larger  bonafide  members  or  somebody  else  who  are  agricultural 
producers 

Mr.  Glickuan.  I  would  like  to  go  back  to  a  point  that  Mr,  Powers 
talked  about.  Are  we  getting  into  an  area  where  there's  a  great  deal 
of  confusion  on  either  Government  direct  or  guaranteed  loans  in  a 
broad  variety  of  farm  related  operations!  I  gather  when  you  men- 
tioned Farmers  Home  Administration  came  in  and  were  malang  loans 
not  anticipated  beforehand,  that  we  have  expansion  of  authority  here 
for  a  variety  of  farm  credit  banks,  is  the  farmer  being  properly 
serviced,  or  is  there  a  great  deal  of  Government  going  all  sorts  of 
different  ways  and  not  really  helping  the  farmer!  Anybody  have 
any  comments  on  thatt 

Mr.  LEmi.  If  I  may  just  make  a  remark.  I  think  the  farm  credit 
system  in  general  is  just  doing  a  very  fine  job.  I  believe  the  gentle- 
man who  IS  vice  president  and  secretary  of  the  Federal  Land  Bank 
Association  of  Wichita  talked  about  the  total  volume  of  business  of 
$50  million  for  the  system.  I  believe  it  is  the  No.  1  lender  of  funds 
to  agriculture. 
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But  there  is  some  confusion,  obviously.  You  see  some  confusion  here 
today  on  the  part  of  the  people  and  maybe  there  is  a  tendency  to  kind 
of  reach  a  little  bit  and  get  away  from  some  of  the  original  intent 
of  the  legislation. 

Mr.  Glickmajt.  Well,  I  just  have  some  concern  there  may  not  be 
any  comprehensive  planning  as  to  the  different  arms  o£  the  Federal 
Government  involved  in  on  farm  credit  generally,  otherwise  it  just 
goes  scattered  ways  and  ends  up  with  programs  that  duplicate  each 
other. 

Mr.  Cook.  We're  in  the  business  of  serving  American  agriculture, 
that's  first  and  foremost.  We  see  people  who Tiave  no  possible  chance 
to  survive  the  adversity,  and  the  situations  where  we  feel  people 
might  have  been  better  off  to  have  been  forced  to  liquidate  what  they 
cotHd,  salvage  what  they  could  rather  than  continue  financing  which 
might  send  them  down  the  drain. 

Mr.  Glickman.  Well,  a  lot  that,  though,  because  Congress  basically 
mandated  Farmers  Home  to  pursue  that. 

Mr.  Cook.  Right. 

Mr.  Glickman.  I  have  some  final  questions  on  the  insurance  issue. 
Mr.  Fee  gave,  I  thought,  a  very  candid  and  strong  statement  about  the 
future  of  P,C.A.s  offering  a  variety  of  non-Ioan-related  insurance.  Do 
you  have  any  intention  of  offering  these  types  of  insurance  that  are 
being  offered  in  other  parts  of  the  country ! 

Mr.  Cook.  I  think  some  time  in  the  future  we  would  probably  desire 
to  do  so.  Primarily  as  a  service  to  our  people,  to  protect  the  collateral. 
Congressman  Glicitman,  I  can't  speak  from  personal  experience  in  our 
district,  but  we  have  found  in  other  districts,  however,  that  there  is 
not  adequate  coverage  to  protect  the  collateral  out  there.  In  many 
instances  the  insurance  has  been  provided  many  years  ago  and  never 
been  updated.  We  get  into  looking  at  the  protection,  it  just  isn't  there. 
That's  the  service  we  hope  to  provide. 

Mr.  Glickman.  Can  you  solve  that  by  making  sure  that  before  loans 
are  made  that  insurance  is  in  fact  purchased  through  the  private 
sector! 

Mr.  Okik,  And  we're  doing  it,  as  far  as  trying  to  be  sure  it  is  up- 
dated. If  I  can  go  back  to  one  point  I  would  like  to  make,  a  moment 
ago  the  conference  report  from  the  1971  hearing  was  quoted,  and  there 
was  one  very  significant  thing,  I  think,  which  was  not  brought  out, 
and  I  would  like  to  repeat  some  of  what  was  read  to  you,  and  I  am 
quoting  the  conference  report  which  stated  that  the  conferees  dis- 
cussed at  length  the  scoi)e  of  insurance  services  that  should  properly 
be  made  available  to  eli^ble  borrowers.  It  is  felt  that  the  sale  of  lia- 
bility insurance  and  any  insurance  on  passenger  automobiles  is  not 
necessary  and  incident  tathe  function  of  the  lendinjr  institution. 

There  was  also  then  the  following  statement :  But  they  should  be 
able  to  sell  such  an  insurance  as  may  l>e  necessary  to  protect  the  loan. 

So  it  was  not  necessarily  the  intent  of  the  conference  committee  to 
prohibit  that. 

Mr.  Glickman.  Right, 

Mr.  Cook.  It  was  also  mentioned  that  some  people  had  been  licensed 
to  sell  casualty  insurance.  I  am  not  that  familiar  with  insurance 
licenses.  We  do  offer  crop  lutil' insurance  and  unless  that  is  the  same 
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license  you  sell  casualty  insurance,  there  is  no  PCA's  eligible  to  sell 
casualty  insurance  toduy,  and  I  believe  there  is  no  Federal  land  bank 
associations  that  have  been  licensed  to  sell. 

Mr.  Glickman.  I  yield  to  the  chainnan. 

Mr.  JoxES  of  Tennessee.  I  happened  to  be  there  on  that,  in  reference 
to  the  conference  report. 

I  think,  however  some  people  construe  what  was  said  in  the  report  to 
be  a  little  bit  different  as  far  as  insurance  goes.  I  must  say  that  I  think 
some  of  the  banks  read  it  a  little  differently  from  what  the  conferees 
really  intended.  I  don't  believe  they  expected  the  banlffi  to  go  out  and 
expand  the  insurance  business  over  and  above  what  they  were  doing 
at  that  time,  credit  life,  and  that  type  of  insurance. 

Mr.  Cook,  Surely. 

Mr.  Jones  of  Tennessee.  Of  course,  you  should  have  that  protecticm. 

Mr.  Glickman.  Thank  you,  Mr.  Chairman,  I  have  no  further  ques- 
tions. I  would  just  like  to  say  this  has  been  very  productive  testimony. 

Mr.  Jones  of  Tennessee.  I  want  to  commend  each  witness  for  what 
you  have  said  here  this  morning  and  we,  the  Subcommittee  of  Cwi- 
servation  and  Credit,  and  I  should  say  that  we,  the  full  Committee 
on  Agriculture,  believe  that  coming  out  to  communities  like  this  is 
what  we  need  to  do  more  of  in  order  to  really  get  the  basic  facts  about 
what  the  needs  are.  We  sit  in  Washington,  listen  to  witnesses,  and  you 
get  a  little  different  perspective  about  the  needs  for  agriculture  tnan 
what  you  get  when  you  come  out  into  the  communities. 

Our  full  committee,  as  well  as  our  subcommittees,  have  had  the 
idea  of  going  out  as  much  as  you  possibly  can.  It  is  a  difficult  job,  we 
have  to  select  time  to  do  it,  because  we  can't  do  it  when  we  are  in 
session,  and  we  have  to  take  recesses  to  do  it  and  hope  for  the  best. 

But  I  do  commend  each  of  you  for  what  you  have  said.  You  have 
been  very  frank  and  very  fair. 

I  must  admit  that  I  have  a  question  that  I  want  to  ask  some  of 
you,  because  these  things  I  discussed  with  the  Governor  of  the  Farm 
Credit  Board,  Farm  Credit  Administration  and  also  some  of  the 
board  members  and,  incidentally,  Mr.  Bob  Dar  is  in  the  audience 
today.  Bob  is  a  consultant  and  formerly  with  two  of  the  banks  in 
Columbia,  S.C.  I  appreciate  the  fact  that  you're  here. 

The  insurance  situation  bothers  me,  I  must  admit. 

Mr.  Fee,  I  appreciate  more  than  you  know  the  fact  of  the  state- 
ment that  you  made.  It  was  grod,  I  feel  like  that  we  have  got  to  tread 
softly  in  this  field.  I  want  to  see  farm  credit  remain  to  be  farm  credit. 
I  had  early  on,  my  dad  did,  with  preduction  credit,  in  the  changes  made 
back  in  the  depression  days  when  you  couldn't  borrow  money  any- 
where, and  I  have  great  respect  for  the  bank  for  cooperatives,  FICB^, 
FUB's,  and  all  the  various  groups. 

At  the  same  time,  I  don't  want  to  see  us  get  too  far  out' on  a  limb 
and  get  into  somebody's  else's  bailiwick. 

Mr.  Powers,  I  believe  it  was  you,  talked  about  the  Farm  Credit 
Act  of  1978  and  that  you  thought  that  the  FmHA's  had  gone  too 
far. 

Sfr.  Powers.  Yes,  sir. 

Mr.  Jones  of  Tennessee.  I  want  to  say  this  also;  I  think  our  private 
lenders  are  responsible  for  some  of  that,  because  they  were  not  doine 
the  job,  and  I  thhik  that  the  way  we  wrote  the  Farm  Credit  Act  of 


ly  Google 


141 

1978  should  put  some  support  in  there  that  would  be  of  benefit  to  the 
private  lendeis  today  such  as  guaranteed  and  insured  loans,  and  as 
time  moves  on,  there's  going  to  be  less  of  the  direct  loan  business,  I 
feel  sure,  because  I  don't  see  any  other  way  out  except  through  the 
guaranteed  and  insured  loan  business. 

And,  granted.  Farmers  Home  Administration  may  have  ^ne  too 
far  in  some  respects,  they've  gotten  into  some  areas  that  I  wish  they 
weren't  in.  SBA  has  gone  much  further  than  I  wish  tliey  had  gone, 
but  that's  another  committee  that  I  won't  talk  too  mucli  about.  But 
we've  had  some  disagreement  among  some  of  the  things  we  do. 

I  want  to  present  a  question  to  all  of  you,  and  of  course  we  have 
some  professionals  here  who  are  with  tlie  banks,  and  I  would  just 
like  to  know  what  your  feeling  is.  We  talk  big  business,  we've  got 
this  export  possibility  here,  new  proposals  to  the  amendment,  we've 
got  an  increase  in  the  lending  of  FLB's,  for  farmland.  And,  Keith, 
you  and  I  were  there  in  1971  when  we  updated  this  to  85  percent,  and 
then  we  have  gone  out  to  aquatic  people  and  we're  making  loans 
there  now.  We're  just  trying  to  meet  agriculture's  needs,  but  there's 
one  thine  I  kind  of  thought  the  Farm  Credit  Administration  would 
have,  and  I  would  like  to  imow  wliat  your  feelings  are,  we've  got 
three  branches  of  the  vine,  all  responsible,  and  do  a  good  job,  in  most 
instances. 

Have  von  ever  given  any  thought  to  the  possibility  of  a  consolida- 
tion of  all  three  banks  ? 

We're  sitting  here  in  the  midst  of  a  big  corporation  that  has  grown 
larger  through  either  consolidation  or  purchasing,  this  is  taking 
place  all  over  the  country;  could  the  Farm  Credit  Administration  do  a 
better  job,  instead  of  having  the  banks  of  co-ops,  FLB's  and  produc- 
tion credit  associations ;  would  we  be  better  off  with  a  consolidation  of 
all  three  of  them! 

Anybody  want  to  respond  ?  That  is  a  proposal  that  our  committee 
has  put  to  some  of  the  members,  the  Governor  and  some  of  the  other 
folks  that  are  connected  with  the  board,  and  we  feel  like  that  it  is 
something  that  ought  to  be  looked  at  rather  seriously  in  the  future.  I 
don't  know,  I  guess  you  will  get  by  this  time,  H.E.  4782,  without  that 
being  given  much  consideration.  But  1  think  the  time  is  approaching 
when  that  is  going  to  be  looked  at  rather  seriously. 

Since  I  got  no  response^ — -I  didn't  expect  any,  to  be  quite  frank — I 
want  to  present  anotner  proposal  tliat  has  been  on  my  mind  for  these 
11  yeai's  that  I  have  been  in  Washington  on  the  committee,  and 
when  I  saw  the  update  of  the  Farm  Credit  Act  of  1971,  but  I  haven't 
seen  all  that  I  would  be  pleased  with  if  we  would  do  it.  Agriculture,  I 
don't  have  to  tell  you  people  in  Kansas,  is  big  business,  and  it  is  get- 
ting bigger  every  day,  and  I  come  from  an  area  where  farmers  are 
not  as  large  as  they  are  out  here,  yet  they  have  repayments  problems 
for  what  they  borrow  as  well  as  the  farmers  here  no  doubt  do.  I'm 
proud  that  wheat  is  the  price  it  is,  I'm  glad  it's  doing  as  well  as  it  is 
now.  I  know  it's  a  lot  better  than  it  was  what,  about  a  year  ago? 

Mr.  SEBELnrs.  Yes. 

Mr,  Jones  of  Tennessee.  It's  sad  about  some  of  the  things  that  was 
going  on,  but  agriculture,  as  some  of  you  witnesses  said  here  today, 
and  I  believe  Mr.  Leith  commented  on  tliis,  that  we  are  moving  in  the 
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direction  of  bigger  and  bigger  export  businesses,  and  I  think  that  is 
the  real  hope  for  American  agriculture,  truthfully. 

I  have  thought  for  a  good  while  that  the  production  credit  associa- 
tions especially  needed  to  be  able  to  make  a^  longer  operating  loan  then 
they  do — today  it's  7  years— and  I've  had  a  lot  of  people  talk  to  me, 
farmers,  that  we  would  like  to  see  PCA  be  updated  like  back  in  1971 
where  they  could  lend  more  of  the  appraised  value  of  land  to  where 
they  can  get  a  longer  extension,  payback  provision  in  their  note. 

Now,  I  wonder  if  there's  any  comment  here  on  that  subject.  Any- 
body in  the  audience  want  to  comment  ? 

Mr.  Cook.  I'll  just  say  this  now,  there's  no  doubt  instances  in  the 
production  credit  association  in  our  district  where  it  might  be  used. 
We  considered  it  and  our  board  considered  it,  we  talked  to  our  associ- 
ation about  it.  We  don't  feel  it  would  be  used  enough  in  our  district 
to  be  of  any  benefit  and  so  we  would  support  leaving  it  as  it  is. 

Mr.  Jones  of  Tennessee.  Are  the  PCfA's  actively  lending  out  heref 
Is  it  big  business  out  here,  production  credit  f 

Mr.  Cook.  Oh,  yes. 

Mr.  Jones  of  Tennessee.  But,  of  course,  there's  a  ballooning  provi- 
sion. I  know  some  of  them  do  that. 

Mr.  Cook.  Yes. 

Mr.  Jones  of  Tennessee.  Any  other  questions?  Anybody  in  the  audi- 
ence have  a  question!  We've  got  a  little  time  here.  Any  of  the  wit- 
nesses have  a  question!  This  has  been  a  delightful  morning, 

Mr.  Fee.  I  would  like  to  rebut  the  statement  the  gentleman  from 
Wichita  made  about  the  fact  of  the  independent  insurance  agents  and 
farm  bureaus  and  other  insuring  agencies  within  the  State  of  Kansas — 
that's  the  only  statement  I'm  intimately  familiar  with — does  not  pro- 
vide insurance  to  value  for  farmers,  that  this  poses  a  problem  to  the 
lending  institution. 

I  would  like  to  rebut  that  bv  saving  the  farmers  that  I  deal  with  on 
a  day-to-day  basis  are  in  the  business  of  taking  risks  themselves  when 
they  put  the  seed  in  the  soil,  it  is  not  at  all  uncommon  for  them  to  self- 
insure  their  property  to  a  certain  extent,  and  so  it  doesn't  surprise 
me  at  all,  sir,  that  you  would  find  situations  where  farmers  are 
undennsured. 

I  think  they're  undennsured  for  a  purpose. 

And  at  the  time  of  securing  a  loan,  which  could  very  well  be  over 
the  amount  of  insurance  that  they  have,  there's  no  problem  as  far  as 
the  agents  that  I'm  familiar  with  and  the  farm  bureau  which  writes  a 
tremendoiie  amount  of  insurance  within  this  State,  to  increase  the  cov- 
erage and  we  would  welcome  the  opportunity  to  do  so. 

Mr.  Sebrltds.  I  would  like  to  comment,  Mr.  Chairman,  if  I  conld 
that  I  inst  paid  my  car  and  house  insurance  and  it's  wpII  over  a  thou- 
sand dollars.  I'm  about  ready  to  go  self-insured  myself. 

But  I  can  understand  casualty  insurance  and  so  forth,  yes,  by  s(Mne 
stretch  of  the  imagination  you  could  r^.  into  casualtv  insurance,  you 
could  get  into  fire  iiisuranfe  on  the  bnildinfr.  but  I  think  that  with'th* 
reouirements  that  certain  thin«Ts  be  there,  the  private  serfor  could  cer- 
tainly write  what  fills  the  bill  between  our  various  farm  organizations, 
farmers  union,  farm  bureau,  all  the  varioiis  companies  we  have.  I 
think  yon  can  get  adequate  coverage;  and  I  hope  you  stay  out  of  that 
part  of  it. 
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Mr.  Fee.  Thank  you.  I  do,  too,  sir. 

Mr.  BuRNsroE.  I'm  John  Bumside,  president  of  Fidelity  State  Bank, 
Grarden  City,  Kans.  Vm  a  competitor  of  Dick's,  but  we're  very  good 
friends. 

I  want  to  tell  you  I  have  been  in  the  banking  business — this  is  my 
47th  year,  and  I'm  in  southwest  Kansas,  and  if  we  hadn't  had  the  pro- 
duction credit  association  as  lendors,  we  could  not  have  served  the 
farmers. 

Our  bank  is  about  65  percent  agri  loans,  agriculture  or  agri  loans  re- 
lated, and  in  the  area  where  we,  Dick  and  I,  are,  it  would  have  been 
absolutely  impossible  to  have  serviced  the  fanners  if  it  hadn't  been 
for  the  fine  production  credit  association. 

I  tMnk  I'm  correct  when  I  say  that  the  one  in  Garden  City  is  the 
largest  in  this  area,  and  one  of  the  largest  in  the  United  States.  Thank 
you. 

Mr.  JoiTBB  of  Tennessee.  Thank  you  very  much.  Mr.  Bumside.  Very 
good  statement.  I  think  what  you  said  will  carry  the  same  feeling 
throughout  the  country  as  far  as  what  PCA  has  been  doing  to  keep 
farmers  in  business. 

Mr.  Leffh.  I  just  add  that,  gentlemen,  I  think  all  of  us  have  been 
impressed  with  your  deep  knowledge  and  understanding  of  farm 
credit  and  the  subject  we're  talking  about  here  today.  You  did  throw 
out  some  pretty  far  ranging  ideas  and  nobody  commented  on  them.  I 
think  we  snould  never  be  afraid  in  the  job  that  we  have  to  do  for  farm- 
ers to  look  at  new  ideas,  to  examine  them  very  carefully,  and  do  it  in  a 
careful  and  constructive  way. 

One  of  the  factors  facing  farmers  these  days  are  rising  costs.  We  pee 
the  price  of  wheat  and  cattle  up,  but  we  tend  to  forget  the  price  of 
energy  is  up  and  all  farmers'  costs,  including  credit,  is  up. 

This  is  the  other  side  of  the  equation  and  it  only  goes  in  one  direction, 
up.  Farmers  prices  go  up  and  down.  So,  therefore,  anything  that  can  be 
done  to  attack  the  whole  cost  of  equation  of  agriculture,  wliether  it  be 
the  cost  of  credit  or  energy  and  things  like  that — and  we  have  been 
pleased  with  the  support  that  Congress  has  given  in  the  energy  field 
help  get  energy  for  farmers,  because  certainly  they  need  it,  and  other 
farm  costs  including  credit. 

And  whether  we  can  reduce  the  cost  a  little  bit.  to  get  refunds  back  to 
the  farmers,  et  cetera,  from  the  system,  it  all  adds  up  to  improving  the 
welfare  of  farmers,  and  we  know  what  the  deep  interest  of  you  gentle- 
men in  agriculture  is,  you're  certainly  in  sympathy  with  that  and  any- 
thing that's  been  done  to  lower  costs  as  well  as  raise  the  prices,  the 
better  ofiF  we're  going  to  be. 

I  think  the  preservation  of  a  stable  producing  agriculture  in  this 
country  could  be  one  of  the  greatest  sources  of  strength  in  the  United 
States  of  America. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr,  Leith.  And  I  agree  with 
Ihat  last  statement  100  percent.  I  thmk  it  is  the  savior  for  this  country. 
I  feel  very  good  personally  and  I  think  all  members  of  our  full  com- 
mittee do,  that  we,  agriculture,  has  a  great  future.  You  have  just  got  to 
direct  it  in  the  rijrht  way.  and  credit  is  one  of  the  prime  factors  you've 
got  to  be  faced  with,  credit  management  responsibility  upon  tKe  part 
of  the  man  who  borrows  the  money  and  then  it  is  up  to  our  handlers  of 
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grain  and  other  agricutural  commodities  to  see  that  they  are  marketed 
in  the  right  ivay. 

Let  me  add  something  here  that  really  has  ijothing  to  do  with  what 
the  subject  is  today,  Keith,  you  and  Dan,  I  know,  troth  agree  that  we 
think  these  25  officers  that  are  being  spread  over  the  United  States  by 
the  Secretary  of  Agriculture — over  the  world — are  going  to  really 
mean  something  to  the  future  of  our  trade. 

Mr.  Sebelius.  Yes. 

Mr.  CkJCKHAN.  Yes. 

Mr.  Jones  of  Tennessee.  He  told  me  week  before  last  that  they're 
getting  underway  now. 

So  we  do  appreciate  the  opportunity  of  being  here  and  having  this 
fine  audience  to  deal  with.  I  think  everybody  is  very,  very  sincere 
about  what  they're  saying  and  what  they  mean. 

It  is  now  11 :40,  and  we're  on  time,  we  will  come  back  at  1  o'clock. 
We  will  recess  until  1  o'clock  and  this  afternoon  when  we  will  be 
primarily  talking  about  the  Great  Plains  program  and  maybe 
eonserratioii. 

AFIEBNOON  SESSION 

Mr.  Jones  of  Tennessee.  Gentlemen,  we  will  start  our  hearing.  We 
had  to  pass  up  one  gentleman  this  morning,  and  I  will  briefly  ex- 
plain to  those  who  are  here  for  the  afternoon  session,  in  case  you 
weren't  here  this  morning,  that  we  go  through  the  entire  witness  list 
and  then  we  ask  the  questions  to  alT  of  you  when  we're  finished.  We 
call  all  of  you  back  up  here  and  any  questions  that  the  members  of  the 
committee  have  will  oe  directed  to  you  at  that  time. 

If  you  have  a  statement  that  you  want  summarized,  you  may  do 
so,  and  the  entire  printed  test  will  be  put  in  the  record  just  as  though 
you  read  it.  We  do  have  a  long  list,  so  we  do  have  to  move  on.  Iin 

foing  to  call  Mr.  Galen  Unruh  of  tlie  First  National  Bank  of 
liberal,  Kans. 

Keith,  you  may  want  to  introduce  Mr.  TJnruh,  because  he  is  from 
your  district.  Mr.  TJnruh,  are  you  here! 

Mr.  Sebelius.  Galen  is  out  from  Liberal,  and  for  those  of  you  that 
aren't  knowledgeable  to  the  fact,  there  are  more  Unnih's  than  any- 
thing else  in  that  section  of  Kansas. 

Just  sit  right  there,  Galen.  We're  glad  to  have  you.  We  heard  the 
others  on  credit,  so  you  are  the  last  one  and  then  we  will  turn  to  soil 
conservation.  We  appreciate  your  coming  and  giving  us  your  thoughts 
today. 

8TATEUEHT  OF  GALEN  TJ5BUH,  ASSISTAlTr  VICE  FBESIDEUT, 
FIRST  NATIONAX  BAITK,  UBERAI,  KANS. 

Mr,  ITnbuh.  I  hope  1  can  live  up  to  the  high  standards  set  by  most 
TTnruh's  in  this  area. 

First  of  all,  I  appreciate  the  opportunity  to  appear  here  before  this 
hearing  and  discuss  some  things  with  you  about  the  Farmers  Home 
Administration  and  some  thoughts  that  our  bank  has,  and  I'm  sure 
other  lenders  would  share  our  thoughts  equally  as  much  as  we  do. 

First  of  all,  the  Farmers  Home  Administration  presently  has  many 
outstanding  credit  programs.  Some  of  these  include: 
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Farm  ownership  loans,  direct  and  ^aranteed;  business  and  in- 
dustry loans,  which  is  a  guaranteed  lending  program ;  there  are  operat- 
ing loans;  guaranteed  livestock  loans;  guaranteed  economic  emer- 
gency loans,  and  guarant«ed  operating  loans. 

Obviously,  there  are  many  other  valuable  and  useful  Farmers  Home 
Administration  lending  programs.  Without  question,  the  agency  itself 
offers  a  fabulous  service  not  only  to  the  farmer  but  to  the  local  lender 
as  well.  Farmers  Home  Administration's  lending  programs  provide 
the  flexibility  and  the  funds  needed  in  today's  a^cmture.  The  re- 
source of  credit  through  the  Farmers  Home  Admmistration  lending 
programs,  without  question,  should  not  be  undermined. 

'Hie  previously  mentioned  lending  programs  are  most  helpful,  but 
oftentimes,  there  are  problems  in  each  lending  program.  To  be  more 
specific,  the  local  lender  and  borrower  often  need  uie  understanding 
and  cooperation  of  the  county  supervisor.  This  relationship  is  found 
to  be  most  inconsistent  from  county  to  county.  Merely  as  a  suggestion, 
a  formal  review  at  the  county  level  might  be  necessary  to  correct  this 
deficiency.  This  deficiency  not  only  creates  animosity  toward  the 
Farmers  Home  Administration,  but  leads  to  an  even  greater  struggle 
for  the  borrowBT.  Conversely,  the  county  supervisor  who  is  dedicated 
and  cooperative  tends  to  create  the  problem  in  reverse  of  a  heavy 
workload.  Accordingly,  understaffing  leads  to  long  delays  and  in  gen- 
eral, a  lack  of  timeliness. 

A  second  problem  that  is  readily  noticed  at  the  countv  level  is  that 
of  the  county  credit  committees  meeting  on  a  regular  scheduled 
monthly  basis.  In  times  of  high  credit  demand,  for  example,  spring 
crop  planting,  the  county  committee  obviously  finds  it  most  difficult 
to  meet  on  all  credit  applications  on  a  timely  basis.  Therefore,  the 
committee  creates  a  backlog  and  an  inefficiency  in  the  agency  itself 
which  leads  to  poor  management  and  a  lack  of  available  credit  for 
the  farm  customer.  During  the  busy  season,  a  more  frequent  county 
credit  committee  meeting  could  possibly  improve  the  efficiency  of  the 
agency  and  eliminate  some  of  the  problems  created  by  the  lack  of 
available  credit  in  times  of  necessity. 

Many  times  our  bank  has  financed  interim  funds  based  upon  an  ap- 
proval or  commitment  from  the  Farmers  Home  Administration.  At 
times,  customers  have  requested  money  on  interim  debt  because  of  lack 
of  funding  and  other  times  because  of  a  lack  of  timeliness.  These  prob- 
lems do  not  lead  to  the  benefit  of  the  farmeir  or  the  agency.  Because  of 
these  problems,  the  agency  receives  a  great  deal  of  criticism  and 
ridicule. 

As  an  example  of  this  situation,  visiting  this  past  week  with  one  of 
our  local  county  supervisors,  the  very  minimum  amount  of  time  it 
would  take  to  have  a  credit  application  reviewed  and  either  approved 
or  denied  would  be  at  least  60  days.  In  times  of  credit  necessity,  this 
is  quite  untimely. 

I  offer  the  following  suggestions :  The  promotion  and  utilization  of 
the  guaranteed  lending  programs  through  the  local  lender.  With  the 
cooperation  of  a  dedicated  county  supervisor,  these  programs  would 
allow  for  a  much  more  timely  and  efficient  handling  of  the  credit  for 
the  farm  customer.  As  a  result,  the  agency  itself  would  receive  much 
more  creditability. 
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R«gardine  the  guaranteed  economic  emergency  lending  prwram, 
which  was  developed  as  a  result  of  the  AgriciJture  Credit  Act  011978, 
eeveral  points  should  be  made. 

One :  The  program  enables  the  local  lender  to  assist  borrowers  who 
are  in  a  leveraged  financial  position,  for  example,  the  90-perc8nt 
guairanty  allows  the  local  lender  to  provide  credit  for  a  borrower  in 
times  when  normal  credit  relationships  do  not  exist. 

Two:  It  allows  the  local  lender  to  still  handle  the  credit  and  as  a 
result  cut  down  the  traffic  in  the  county  FmHA  office. 

Three :  The  structure  is  too  short  term  to  allow  for  adequate  re- 
suits. 

Four :  The  program  enables  the  local  lender  to  use  bank  funds  and 
create  funds  for  other  programs  that  are  financed  directly  through  the 
Farmers  Home  Administration, 

To  emphasize  this  point,  I  refer  to  my  letter  dated  September  11, 
1979,  to  Senators  Kassebaum,  Dole,  and  Representative  Sebelius. 

The  Farmers  Home  Administration  economic  emergency  IcHUi 
program  is  utilized  in  many  areas  for  the  benefit  of  people  who  have 
suffered  losses  in  years  past.  With  the  Farmers  Home  Administration 
guaranty,  the  local  lender  is  able  to  extend  credit  even  when  proper 
Tending  ratios  and  credit  factors  are  not  in  a  normal  relationship. 

Our  bank  and,  I  am  sure,  many  other  lending  institutions  nave 
utilized  these  programs.  However,  a  problem  now  becomes  apparent. 
The  authorization  date  for  the  guaranty  expires  on  May  15,  1980. 
In  essence,  any  extension  of  credit  made  after  this  date  would  not  be 
guaranteed.  In  reality,  the  borrower  has  m«de  improvement  but  still 
needs  the  help  of  the  lender  to  "dig  out."  Without  the  FmHA  guar- 
anty, the  lender  would  find  it  difficult  to  continue  with  these  people. 
Accordingly,  the  traffic  and  the  workload  at  the  local  county  level  gets 
even  more  burdensome. 

To  emphasize  this  point  even  more,  let's  assiune  the  following:  ■ 

One :  Customer  "A"  is  refinanced  in  1978  under  the  economic  emer- 
gency guaranteed  loan  program. 

Two :  His  line  of  credit  on  this  program  is  set  at  $150^000. 

Three :  The  purposes  of  the  fun<&  are  used  to  refinance  existing  debt 
with  our  bank  and  possibly  purchase  livestock  and  to  pay  i^>erating 
expenses. 

Four :  In  May  1980,  customer  "A"  has  a  total  line  at  that  time  with 
our  bank  of  $50,000  which  at  that  time  would  be  guaranteed  at  90  per- 
cent. Let's  assume  that  he  does  not  borrow  any  more  money  after  the 
expiration  date,  and 

Five :  In  June,  customer  "A"  would  like  to  borrow  $50,000  to  pur- 
chase livestock. 

After  the  following  sequence  of  events  have  taken  place,  the  local 
lender  could  very  possibly  deny  the  credit  and  remove  the  profit  op- 
portunity for  the  farmer. 

This,  i  believe,  is  not  what  this  program  was  set  up  to  do.  Therefore, 
I  suggest  that  the  authorization  for  guaranty  be  extended  to  allow 
for  the  needed  flexibility  and  enhance  the  opportunity  for  both  the 
customer  and  the  lender. 

In  summary,  T  offer  the  following  suggestions: 
One :  Extension  of  the  authorization  date  on  the  economic  emer- 
gency guaranteed  loan  program. 
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Two:  A  review  of  the  local  county  offices  identifying:  {a)  The 
county  office  loan  volume,  not  by  dollars,  but  by  number  of  lending 
applications;  (ft)  timeliness  of  loan  application  from  the  time  it 
reaches  the  office  at  the  local  level,  assuming  all  the  documentation 
was  proper,  correct,  and  completed;  (c)  utilization  of  guaranteed 
programs;  and  (rf)  cooperation  with  the  local  lenders.  This  possi- 
bly would  take  a  survey  of  the  farmers  in  the  area  to  determine  how 
cooperative  the  local  county  supervisor  is  being  with  his  trade 
territory. 

Three :  More  frequent  county  committee  meetings. 

This  paper  is  not  intended  to  criticize  the  Farmers  Home  Ad- 
ministrataion's  present  programs,  but  to  highlight  the  agency  on 
possible  pitfalls  in  several  programs.  More  importantly,  I  think  the 
Farmers  Home  Administration  needs  to  be  complimented  for  its 
valuable  resource  that  it  does  provide  for  agriculture  credit.  With  the 
use  of  the  Fanners  Home  Administration,  many  farmers  have  been 
able  to  "dig  out  of  troublesome  times."  I  present  these  for  your  re- 
view and  highlight  you  on  many  areas.  The  Farmers  Home  Admin- 
i^ration  needs  recognition.  I  thank  yoii  for  your  time. 

Mr.  JoNEB  of  Tennessee.  Thank  you  very  much,  Mr,  Unruh.  Can 
you  remain  with  us  for  a  while  this  afternoon  i 

Mr.  Unrdh.  Yes. 

Mr.  Jones  of  Tennessee.  Our  next  witness  for  the  afternoon  is  Mr. 
Bob  Binder,  president  erf  the  Kansas  Association  of  Conservation  Dis- 
tricts. Mr.  Binder,  I  believe,  is  accompanied  by  Mr.  Krehbiel,  Mr. 
Schemm,  Mr.  Hayse,  and  Mr,  Martin. 

We  are  delighted  that  you  gentlemen  are  here  and  we're  glad  to 
hear  from  you, 

STATEMENT  OF  BOBEBT  J.  BINSEB,  PBESIDEHT,  KANSAS  ASSOCIA- 
TION OF  CONSEEVATION  DISTRICTS,  HATS,  KANS.;  ACCOMPA- 
NIED BT  DEAN  H.  SCHEMM,  WALLACE  COUNTY ;  BOBEBT  HABTIN, 
BAWUNS  COUNTY,  AND  HABION  L.  KBEHBIEL,  RENO  COUNTY, 
KANS. 

Mr.  Binder.  Thank  you,  Mr.  Chairman,  It  is  a  pleasure  for  us  to 
be  here  at  this  hearing.  At  the  outset,  I  would  like  to  say  to  Con- 
gressman Glickman  and  Congressman  Sebelius,  thank  you  for  bring- 
mg  Chairman  Jones  to  Kansas,  and  I  hope  that  while  he  is  in  Kansas 
you  will  afford  him  a  pleasurable  stay,  AVe  appreciate  your  coming 
m  our  own  bac^ard  and  giving  us  an  opportunity  to  testify  be- 
fore you. 

I  am  Bob  Binder,  president  of  the  Kansas  Association  of  Conser- 
vation Districts.  We  have  in  Kansas  105  conservation  districts  and 
approximately  100,000  direct  operators.  I  am  also  a  farmer  in  Ellis 
County,  Kans.  I  have  today  with  me  several  farmers  that  I  will 
introduce  to  you  in  j  ust  a  minute. 

I  don't  intend  to  bore  you  here  today  in  this  testimony  with  some 
facts  or  figures  or  past  accomplishments,  because  I  do  believe  past 
accomplishments  arc  importants  and  should  be  reviewed  periodically, 
however,  today,  I  think  we  need  to  concern  ourselves  with  the  present 
and  the  future. 
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At  this  time  I  would  like  to  have  the  opportunity  to  introduce  these 
g^itlemen.  You  will  notice  on  the  copy  oi  Uie  testimony  that  first  of  all 
Mr.  Nathan  Hayse  from  Kiowa  County  was  to  be  here.  I  must  apolo- 
gize for  him,  and  I  don't  think  this  is  an  apology ;  he  does  support  a 
heart  pacemaker,  and  they  called  a  little  while  ago  and  the  (toctors 
advised  him  not  to  travel  for  a  few  days.  And  so  I  think  it  is  very 
legitimate. 

The  other  gentlemen — some  of  them  have  driven  as  far  as  300  miles 
to  be  here — wc  have  Dean  Schemm,  Bob  Martin,  and  Marion  Krehbiel, 
from  Reno  County,  Rawlins  County,  and  Wallace  County, 
respectively. 

I  have  asked  them  to  be  here  with  us  today  because  you  gentlemen 
see  us  in  Washington  quite  oft«n  before  various  committees  there,  but 
today  we  have  an  opportunity  to  hear  from  the  grassroots  and  these 
individual  farmers  have  been  asked  to  give  us  a  couple  of  minutes — I'm 
sorry  I  can't  give  them  more  time — Fm  sure  you  would  like  to  hear 
more  from  them  ns  well. 

I  have  asked  eadi  of  them  to  take  a  couple  of  minutes,  and  in  their 
own  words — I  don't  know  what  they're  gomg  to  tell  you,  but  I'm  anx- 
iously waiting  and  hopefullv  it  is  in  support  of  the  testimony  that  I 
will  present  to  you  a  little  later.  I  will  now  call  on  Mr.  Schemm.  If 
you  will  say  a  few  words  to  the  committee. 

BEMABK8  OE  DEAH  H.  SCHEHK 

Mr.  ScHEUM.  I'm  Dean  Schemm,  and  I'm  a  fanner  from  Wallace 
County.  We  have  been  involved  with  the  Great  Plains  conservation 
program ;  we  feel  that  it  is  a  program  that  is  very  worth  while  in  our 
area.  It  is  a  long-term  basis  that  gets  conservation  on  the  land.  We  can 
see  that  it  has  protected  our  soil  from  water  erosion,  it's  protected  from 
wind  erosion,  and  we  feel  that  through  its  good  practices  it  will  help 
keep  our  water  clean.  It  is  one  way  that  fanners-^it  solves  the  long- 
term  ordferly  metliod  of  getting  conservation  on  the  soil. 

Mr.  Binder.  Mr.  Krehbiel. 

HBMA-piri;  OF  HASION  L.  KBEHBIEL 

Mr.  KnzHBiei.  I  am  Marion  Krehbiel;  I  farm  approximately  30 
miles  southwest  of  Hutchinson.  A  number  of  years  back  we  purchased 
400  acres  of  very  eroded  soil,  and  we  chose  the  Great  Plains  program 
because  wc  had  a  number  of  different  treatments  to  apply  to  tnisTand. 
Along  with  that  local  conservationist,  he  helped  us  choose  and  coordi- 
nate the  Great  Plains  program  into  our  farm  and  livestock  program 
very  neatly.  He  also  was  able  to  distribute  the  workload,  and  it  was 
important  to  finance  the  load  evenly  throughout  the  period  that  W6 
applied  this  conservation  to  this  land,  whidi  enabled  us  to  meet  our 
ranching  expenses,  our  land  payments,  and  our  conservation  pavineiits. 

Taking  present-day  figures,  if  any  young  farmer  or  I  would  buy  the 
same  land  today  and  apply  the  conservation  to  this  same  ground  "with- 
out any  a^istance,  I  think  it  would  be  virtually  impossible  to  get  the 
job  done.  Taking  a  little  look  into  the  future  with  present  price  rises 
and  increased  population  in  the  United  States  and  the  wotid,  the  Amer- 
ican  fanner  is  challenged  to  meet  the  food  needs  of  the  people  of  the 
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world,  and  I  see  that  the  American  farmer  will  need  to  apply  conserva- 
tion to  the  ground,  untreated  ground,  at  a  more  rapid  pace  that  he  has 
in  the  past. 

I  think  it  can  be  done.  So  I  urge  you  to  retain  the  Great  Plains  pro- 
gram and  expand  it,  expand  it  greatly  with  moneys  and  personnel. 
ITiankyou. 

Mr.  Binder.  Mr.  Martin. 

SIATEUEKT  OF  BOBEST  HAHTIN,  FASKEB  AND  DISTBICT 
SU3PEBT1K0B,  BAWIDTS  COTJHTT,  KA5S. 

Mr.  Mabtin.  I'm  Robert  Martin,  and  I  farm  in  the  northeast  cor- 
ner of  Rawlins  County,  and  I  am  also  a  district  supervisor  in  Rawlins 
County,  so  I  would  like  to  make  a  few  pwntB  on  what  we  run  into  with 
conservation  prograjns  in  our  county. 

As  an  example,  now,  the  ACP  and  the  Great  Plains  are  both  in  great 
demand  out  there.  The  ACP  money  is  all  spent  for  permanent,  lon^- 
enduring  conservation  practices,  and  in  our  Great  Plains  contracts  this 
year  alone  we  had  16  contracts  which  they've  written,  and  if  they're 
funded,  they  will  tie  up  about  one-fifth  of  the  money  that  will  be  allo- 
cated for  new  contracts  in  the  State  of  Kansas.  And  in  washdown,  we 
seem  to  be  getting  stHne  feedback  that  we're  not  gaining  after  40  years 
of  conservation  work,  we're  not  gaining. 

Now,  to  make  a  point  of  this  problem,  why  in  our  county  the  district 
was  first  organized  in  1947,  and  about  10  years  was  wasted  just  on 
education.  A  few  years  ago  we  thought  we  had  75  percent  of  our  crop- 
land treated  and  all  of  our  rangeland  was  taken  care  of;  we  didn't 
have  any  problems.  But  a  recent  survey  that  we  did,  we  figure  we  only 
have  56  percent  of  our  cropland  treated  and  tlie  reason  for  that  is  in 
the  western  part  of  the  country  we  have  a  lot  of  virtually  level  land, 
but  over  the  years  it  has  been  breaking  down  and  getting  Imer,  and  you 
get  a  lot  of  water  on  a  big  area  of  land,  it  has  to  go  someplace,  and  we 
have  a  lot  of  erosion. 

We  have  done  some  studies  on  our  grasslands  and  only  24  percent  is 
up  to  its  potential.  So  we've  got  a  long  way  to  go  out  there. 

The  one  thing  we  will  never  be  done  with  is  conservation  work,  be- 
cause, from  time  to  time,  we  have  to  reevaluated  our  position  and  take 
a  look  at  what  still  needs  to  be  done.' 

Most  of  the  cOTiservation  work  on  our  farm  was  done  in  the  1960's, 
and  it  was  done  under  Great  Plains  contract.  Dad  was  one  of  these  old 
row  farmers.  Conservation ;  he  liked  straight  rows  and  smooth  ground, 
but  in  1359  and  1960,.we  had  about  4  foot  of  snow  on  frozen  ground. 
Of  course,  it  melted  in  about  3  days'  time  and  cut  ditches,  oh,  about  6 
inches  wide  and  up  to  4  feet  deep. 

Then  in  June  of  that  year  there  was  3  nights  straight  that  we  got  4- 
inch  floods.  Across  the  road  from  us  there  was  a  field  that  was  newly 
terraced,  sjid  it  managed  to  hold  all  that  water;  it  soaked  in.  Lots  of 
the  older  terraces  were  damaged,  but  it  was  held  to  a  minimum. 

On  our  form  there  was  holes  that  you  could  bury  a  car  in.  Dad  ap- 
plied for  fimding  and  built  terraces.  Of  course,  they  were  always  out 
of  money.  He  found  out  about  the  Great  Plains  and  signed,  the  work 
prc^^ressed  rapidly;  when  the  money  and  assistance  was  available,  we 
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WMit  ahead.  We  dont  allot  more  work  than  we  thought  necessary,  but 
looking  l»irk,  we  feel  we  actually  got  a  good  deal  out  of  it. 

Volunteer  conservation,  that's  something  that  has  been  thrown 
around,  too,  and  it  can  work.  An  example  of  that  is  right  in  ray  home 
community  on  tiie  Ash  Creek  watershed.  Part  of  our  farm  is  m  this. 
And  there's  about  9,000  acres  there  that  every  time  if  we  got  a  2-inch 
rain  in  it,  it  would  flood  the  eastern  part  an^  a  heavy  rain  a  third  of 
the  town  was  under  water,  with  basements  full,  and  stood  the  railroad 
track  up  like  picket  fences. 

So  in  1960,  after  that  snow  melted,  the  rains,  the  railroad  officials 
and  city  of  Hemdon  decided  something  had  to  be  done. 

We  organized  a  small  informal  watershed  and  the  only  financial 
assistance  was  that  the  county  ASCS  committee  agreed  to  give  priority 
to  funding  applications  for  that  area. 

In  February  1967,  we  had  a  meeting  and  all  of  the  land  that  was  in 
that  9,000  acre  area  was  properly  treated  except  about  100  acres  and 
since  that  time  Ash  Creek  has  only  Hooded  once,  and  that  was  when 
there  was  9  inches  fell  in  the  area. 

Of  course,  that  time  nobody  complained  because  they  said  what 
would  it  have  been  like  if  we  hadn't  had  the  land  treatment.  So  really, 
the  Great  Plains  prc^ram,  it's  tiie  backbone  of  our  wmservaticm  pro- 
gram out  there  right  now.  The  inflation,  war — well,  our  money  just 
don't  reach  as  far.  So  we're  trying  to  use  more  Great  Plains  in  order 
to  get  more  done,  and  really  the  natural  resources  are  about  all  we  can 
get  because  about  all  we  can  really  leave  the  ability  to  take  care  of 
ourselves. 

Mr.  Sebeuus.  Mr.  Chairman,  I  would  like  to  interject.  Mr.  Martin 
is  up  near  Nebraska,  Mr.  Schemm  is  over  250  miles,  so  they're  very, 
very  much  sold  on  conservation  to  come  in  this  far  to  tell  tlieir  story. 
Mr.  Binder.  Thank  you,  Mr,  Martin,  and  these  gentlemmen  here. 
I  would  like  to  say  to  you,  I  come  into  Washington  quite  often  and 
testify  before  your  committee  and  others,  but  since  you  were  here 
today  with  us,  I  wanted  you  to  have  an  opportunity  to  hear  some 
fellows  tiiat  don't  normally  get  a  chance  to  get  into  Wa^ington,  and 
I  must  say  I'm  not  at  all  surprised  in  what  they  told  you,  because  nor- 
mally we  base  our  testimony  on  what  the  farmers  and  ranchers  in 
Kansas  feel. 

The  Great  Plains  conservation  program  is  a  unique  oonservaticHi 
program  in  that  all  work  is  done  on  the  land  based  upon  a  conservation 
plan  for  the  entire  farm.  The  plan  is  developed  and  agreed  upon  by 
the  landowner,  his  conservation  district  and  the  Federal  Govemnient. 
This  plan  provides  the  mechanism  for  the  cooperative  act  between 
landowner  and  USDA.  Technical  and  financinl  assistance  are  assured 
to  the  fanner  by  the  Federal  Government  to  carry  out  this  plan.  It  is 
a  joint  effort  to  protect  the  land  from  wind  and  water  erosion. 

The  Great  Plams  conservation  program  is  also  unique  in  that  it  is 
carried  out  by  one  agency  with  full  cooperation  with  districts.  Farm- 
ers like  this  aspect  because  decisions  can  be  made  in  the  field  by  the 
technician  and  farmer  without  costly  delays  which  might  occur  when 
other  a^ncies  are  involved.  It  demonstrates  ability  to  assist  small 
low-income  fanners,  make  maximum  use  of  their  resources;  accelerate 
land  treatment  of  critical  sediment  producing  and  wind  erosion  areas; 
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reduce  maintenance  coats  of  pnblic  utilities ;  reduce  pollution  of  air 
and  water;  it  also  stimulated  local  economy  and  gives  communities 
and  landowners  pride  and  confidence  in  conservation  proK''**"*  objec- 
tives. It  certainly  makes  rural  areas  more  attractive  and  better  places 
in  which  to  live  and  work. 

In  our  opinion,  one  of  the  strengths  in  the  Great  Plains  piopram 
is  the  5-  to  10-year  contract  with  options  to  modify  when  needed.  This 
provides  the  landowner  with  a  tool  for  long-range  planning  which  is 
so  necessary  in  agriculture  today. 

The  Great  Plains  conservation  program  was  establisJied  over  20 
years  ago  to  Kupplement  existing  conservation  prognims  in  the  Great 
Plains  areas.  You  are  aware  that  the  program  authorization  only  exists 
through  December  1981.  Our  association  encourages  yon  and  Congress 
to  reauthorize  this  program  at  least  5  to  7  more  years.  This  extension 
will  give  the  Secretary  of  Agriculture  the  time  required  to  review  all 
con=;ervation  programs  and  submit  an  appraisal  antl  program  direction 
to  Congrera  as  is  directed  by  the  Soil  and  Water  Resource  Conserva- 
tion Act,  Tliis  will  also  provide  Congress  with  enough  time  to  study 
the  recommendations  of  the  Secretary  and  reauthorize  the  Great  Plains 
conservation  program  or  establish  new  programs  that  might  obtain 
the  conservation  goals  in  a  more  suitable  fashion.  We  encourage  you 
to  leave  the  coverage  basically  as  it  is;  however,  providing  the  Secre- 
tary of  Agriculture  with  the  prerogative  to  increase  the  ai-eas.  We  feel 
this  program  was  established  to  assist  in  a  specific  climatic  region  and 
to  extend  these  areas  without  increased  funding  would  have  an  erosive 
effect  on  this  program, 

I  indicated  earner  tliat  I  would  not  use  a  lot  of  statistics  in  this  tes- 
timony. However,  I  feel  that  you  should  know  at  least  this  one  fact: 
Wo  have  approximately  80  contracts  pending  now  in  our  State  oiRce 
wi*i>  additional  contracts  being  drafted  out  m  the  field  at  this  time. 
What  this  means  is  that  on  October  1  when  new  appropriations  are 
made  available,  all  of  Kansas'  allocated  appropriations  from  the  Great 
Plains  program  could  be  used  up  immediately, 

Thii  committee  also  concerns  itself  with  incentive  programs.  Re- 
authorization of  the  Great  Plains  conservation  program  from  5  toT 
years  as  we  requested  will  also  give  Congress  the  needed  time  to  study 
and  review  the  incentive  programs  that  are  being  thrown  into  the  mix. 
One  of  the  incentive  apprcaches  that  seems  to  be  gaining  much  pop- 
ularity is  the  "green  ticket"  approach.  The  green  ticket  idea  is  designed 
to  separate  land  users  who  are  doing  an  adequate  job  from  those  who 
are  not, 

T'-c  Kansas  Association  of  Conservation  Districts  is  fully  aware  of 
the  testimony  that  NACD,  the  National  Association  of  Conservation 
Distric's,  provided  to  your  committee  on  September  11  of  this  year. 
Wo  fullv  support  NACD's  position.  In  fact,  our  own  State  association 
i^;  developing  the  green  ticket  approach  in  Kansas,  and  hopefully  with- 
in tho  next  year  we  might  be  able  to  carry  out  a  green  ticket  program  in 
our  own  State. 

Whether  we  will  have  any  incentives  to  go  with  the  Green  Ticket 
approach  at  that  time  is  yet  to  be  seen. 

I  didn't  want  to  go  into  any  more  detail  on  incentive  programs.  We 
simply  support  NACD.  I  felt  the  emphasis  was,  of  course,  today  on 
the  Great  Plains  program. 
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We  appreciate  the  opportunity  for  aUowing  vs  to  cmne  in  here 
and  testin'.  I  do  have  several  letters  of  support  coming  from  districts 
and.  incidentally.  I  am  just  goin|r  to  ask  for  a  show  of  hands  in  the 
audience — and  t  know  there's  quite  a  number  of  conservation  district 
ofScials  here  today  who  have  driven — and,  incidentally,  Mr.  Martin, 
this  is  a  very  busy  time  in  Kansas,  milo  har\'est.  wheat  seedins:,  the 
fellows  froni  Kansas  know  this.  If  they  will  hold  up  their  hands,  the 
district  officials.  Some  of  these  are  not  even  in  the  Great  Plains  area, 
or  the  area  that  is  covered  by  this  program.  They  just  simply  feel  it  ia 
important,  enough  to  the  overall  conservation  goals. 

With  your  permission  I  will  submit  these  letters  from  some  of  the 
districts  that  could  not  attend.  In  addition  to  that,  Mr.  Chairman,  the 
President  of  the  State  Association  of  Colorado  asked  me  to  submit 
for  the  record  the  testimony  from  the  State  of  Colorado  because  he 
couldn't  be  here  today,  and' with  your  permission,  I  wUl  do  that, 

Mr.  JoxES  of  Tennessee.  Without  objection,  they  will  be  placed  in 
the  record  at  the  end  of  the  hearing  or  held  in  the  committee  tiles. 

Mr.  Bi^fDEB.  Thank  you.  If  there  are  any  questions,  we  will  be  happy 
to  answer. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Binder.  We  appreciate  you 
and  you  gentlemen  being  here,  and  we  would  like  you  to  stay.  Again,  if 
you  can't  you  have  well  made  your  point.  We  understand  fuUy  well. 
You're  looking  at  three  membei^  of  Congress  who  are  in  great  support 
of  the  Great  Plains  program,  I  like  what  yoo  say  when  you  say  (o  in- 
crease the  funding  and  to  other  areas. 

Mr.  BixDER.  Thank  you. 

Mr.  Jokes  of  Tennessee.  Our  witness  is  Mr,  John  Tippie,  State  Con- 
servationist from  the  Soil  Conservation  Service.  John,  we  certunly 
welcome  you. 

STATEHEHT  OF  JOHV  W.  TIFFIE,  STATE  COHSEBTATIOBISI,  SOIL 
COnSEBTATION  SEKVICE,  TJ.S.  DEPABTHEHT  0?  AaBICULTUBE, 
SALIHA,  EAirS. 

Mr.  TiPPiE,  It's  good  to  be  here.  Congressman  Jones,  members  of 
the  subcommittee,  let  me  sav  at  the  outset  it  is  a  privilege  to  have  this 
opportunity  to  testify  and  bring  vou  some  information  about  Kansas 
some  of  which  Bob  Binder  and  Ms  friends  covered  I  will  skip  over 
that  very  hurriedly,  if  we  come  upon  those  things. 

One  of  the  many  things  that  frustrate  farmers  and  ranchers  out 
here  on  the  plains  is  to  have  land  unable  to  support  a  vegetative  cover 
because  of  drought,  and  then  suddenly,  see  tons  and  tons  of  soU  washed 
away  from  that  same  land  by  a  heavy  rain.  This  is  one  of  the  biggest 
problems  that  we  have. 

That  was  one  of  the  experiences  of  a  fellow  by  the  name  of  Lawrence 
Svobida.  a  former  Meade  County,  Kans.,  farmer  who  40  years  ago 
wrote  a  book  entitled  "Empire  of  Dust".  He  felt  that  there  was  no 
hope.  This  was  what  he  felt  about  Kansas — and  he  left  it. 

Over  the  last  40-plus  years,  the  Soil  Conservation  Service,  which  I 
represent,  working  with  local  conservation  districts,  the  other  USDA 
afrencies.  and  other  groups,  has  found  answers  to  this  and  similar  kinds 
of  land  use  and  climatic  problems.  Conservation  programs  such  as  the 
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Crreat  Plains  conservation  program,  however,  have  been  long-range 
solutions  more  than  they  have  been  quick  answers  to  an  immediate 
situation. 

Kansas,  today,  certainly  is  not  the  empire  of  diist  that  Mr.  Svobida 
thought  it  wns.  It  is  indeed  the  breadbasket  of  the  Nation  and  the 
world.  Kansas  ranks  first  in  the  Nation  in  the  production  of  winter 
wheat,  and  sorghum  silage.  It  ranges  second  in  total  cropland  and  in 

frain  sorghum  production.  How  many  millions  of  people  in  the  United 
tates  and  in  the  world  mi^t  have  starved  to  death  in  the  last  40  years 
if  Kansas  had  simply  been  accepted  as  an  empire  of  dust  and  nothing 
dona  about  it? 

Let  me  review  some  of  the  conservation  accomplishments,  but,  more 
than  that,  the  conservation  needs  as  we  see  them  today  in  Kansas. 

The  Soil  and  Water  Resources  Conservation  Act,  commonly  referred 
to  as  BCA,  of  1977  provided  for  public  participation  in  appraising  the 
Nation's  natural  resources. 

The  Soil  Conservation  Districts  in  Kansas,  cooperating  with  the 
Service  and  other  agencies,  made  an  all-out  effort  to  involve  the  public 
in  identifying  conservation  concerns.  Thejf  had  221  public  meetings 
and  nearly  5,000  persons  participated  in  this  important  task  across  the 
State.  The  results  of  these  RCA  meetings  on  the  conservation  concerns 
of  Kansas  soil,  water,  and  related  resources  have  been  summarized  and 
are  ranked  numerically  as  follows : 

The  No.  1  major  concern  after  some  45  years  of  conservation  pro- 
grams, was  soil  erosion,  with  102  of  the  reports  from  105  conservation 
districts  r^orting  soil  conservation  as  a  major  concern.  Secraid  was 
food  and  fiber  production;  third  was  water  supply;  and  fourth  was 
water  management. 

Now,  the  1977  Kansas  Conservation  Resources  Inventory,  which  is 
a  part  of  the  USDA  RCA  appraisal  report  on  the  condition  of  this 
Nation's  resources,  revealed  the  following: 

One :  Kansas  has  27,310,000  acres  of  prime  farmland,  second  highest 
in  the  Nation,  of  which  191^  million  acres  are  of  this  prime  farmland 
is  actually  in  cropland  presently.  The  rest  of  it  is  in  pastureland  and 
other  uses,  but  it  is  available  for  cropland  use  if  needed. 

There  are  28.8-million  acres  of  cropland  in  Kansas,  of  which  13,269,- 
000  acres  have  not  been  adequately  treated  according  to  the  conserva- 
tion standards  which  have  been  established.  In  other  words,  54  percent 
of  our  cropland  in  Kansas  adequately  treated. 

There  are  nearly  19  million  acres  of  range  and  pastureland:  10.7 
million  acres  are  in  need  of  additional  conservation  treatment.  Fifty- 
seven  percent  of  our  pasture  and  range  has  been  adequately  treated. 

The  average  annual  soil  loss  from  sheet  and  rill  erosion  from  Kansas 
cropland  is  nearly  four  tons  per  acre.  The  averaee  annual  soil  loss 
from  wind  erosion  on  cropland  is  nearly  3  tons,  indicating  an  average 
total  soil  loss  annually— an  averaee.  mmd  you— across  the  State,  on 
cropland  of  nearly  7  tons  per  acre  per  year. 

Fourteen  percent  of  the  cropland  in  Kansas  suffers  nn  averdtre  an- 
nual soil  loss  in  excess  of  10  tons  per  acre  per  years.  And  an  additional 
22  percent  of  the  State's  cropland  hns  an  average  annual  soil  loss  of 
6  to  10 — in  other  words.  36  percent,  over  5  tons,  which  is  beyond  that 
that  should  be  allowed  if  we  hope  to  maintain  production. 
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We  can  have  an  average  annual  soil  loss  for  the  major  soits  in 
Kansas  between  4  and  5  tons  per  acre  per  year  and  still  maintain  pro- 
duction. So  36  percent  of  our  soils  are  eroding  at  a  rate  that  is  greater 
than  that.  More  than  that  rate  of  loss  is  mining,  the  soil  resource,  cans- 
ing  reduced  productivity. 

To  summarize  the  resources  inventory  data,  I  would  say  that  Kansas 
farmers  and  ranchers  have  made  excellent  progress  in  conservjne  the 
resources  over  which  they  have  stewardship.  However,  there  still  re- 
mains a  big  job  yet  to  be  done  in  Kansas  to  conserve  our  soil  and  water 
resources  to  meet  the  food  and  fiber  needs  of  this  Nation  and  the 
world.  Forty-six  percent  of  our  cropland  and  43  percent  of  our  pas* 
ture  and  range  still  lacks  adequate  conservation  treatment. 

Now,  just  a  point  or  two  on  the  Great  Plains  conservation  program. 
I  think  it  has  played  a  significant  role  in  the  conservation  accomplish- 
ments in  Kansas.  The  program  is  offered  to  farmers  and  ranchers  in 
the  62  central  and  western  counties  where  we  have  the  unique  ajid 
nagging  resource  problems  of  the  Great  Plains — and  many  of  thera 
are  still  not  solved.  During  this  period  of  inflation  when  farmers  and 
ranchers  are  particularly  concerned  about  protecting  their  soil,  there 
is  a  heavy  demand  for  assistance  under  the  Great  Plains  conservation 
program,  as  was  mentioned  awhile  ago. 

The  average  obligation  per  Great  Plains  contract  has  increased 
from  $2,600  in  1968  to  the  present  cost  of  over  $7,000  per  contract  this 
year. 

Our  fiscal  year  1978  Great  Plains  allocation  was  nearly  1.8  million. 
This  means  that  close  to  1.6  million  is  actually  put  into  the  conserva- 
tion work,  since  the  landowners  end  up  paying  for  about  half  of  the 
cost.  We  have  $1.3  million.  Thrse  funds  were  all  obligated  by  May  of 
1978. 4  months  before  the  end  of  the  fiscal  year. 

In  th"  cnrr'-nt  fit^cal  vear  just  ended  we  had  a  little  over  $1  million 
for  conservation  contracts  and  incmni^d  cost  share,  and  again  these 
funds  were  all  obligated  before  May  1979. 

At  the  present,  as  Bob  mentioned,  we  have  something  like  80  to  85 
TifW  confmcts  that  would  oblinrate  another  $600,000  in  onr  office,  with 
the  contracts  that  are  being  develorwd.  and  those  are  in  our  office. 
I  would  estimate  fhe  dollars  needed  to  ftmd  the  contracts  will  be  all 
used  by  the  end  of  this  month— by  the  end  of  October,  leaving  no  new 
funds  for  new  contracts  for  the  rest  of  the  year.  In  other  wonls,  we 
antioinntp  in  fiecal  year  1980  there  will  be  mi  funds  available  for  new 
Great  Plains  contracts  after  November  1, 1979. 

In  my  opinion,  gentlemen,  the  concept  under  which  the  Great  Plnins 
conservation  proirram  was  conceived  is  as  valid  today  as  the  day  Con- 
gress authorized  the  program  in  1958. 

It  considers  the  total  conservation  needs:  it  allows  one-to-one  worit 
with  the  individual  owners :  it  hn,s  flexibility  enough  that  changes  can 
be  made  and  has  been  an  outstanding  pn^ram. 

The  Great  Plains  conservation  program,  I  believe,  has  met  the  con- 
9cn-ation  challenges  of  the  plains  on  the  6.140  contracts  developed 
with  farmers  and  ranchers  on  4.2  million  acres  since  the  program  was 
initiated  in  Kansas. 

But,  as  T  said  before,  there  is  still  a  great  need  for  the  Great  Plains 
conservation  program,  since  a  little  more  than  half  the  land  in  the 
State  has  been  adequately  treated. 
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Thank  you  for  allowing  me  to  make  these  comments. 

Mr.  JoxEs  of  Tennessee.  Thank  you  vcrv  much,  Mr.  Tippie,  for  the 
statement.  We  do  appreciate  your  interest  and  yonr  participation. 

Our  next  witness  is  Mr,  Dale  Lyon,  president  of  the  Kansas  Farm- 
ers Union.  Welcome,  Mr,  Lyon.  We're  glad  for  you  to  take  the  time 
to  get  here. 

SIATEKEST  OF  DALE  LTON,  FIl£SXDENT,  KANSAS  FARMEBS  UKION, 
HcPHESSON,  KASB. 

Mr.  Lton.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  Congressman  Sebelius,  Congressman  Glickman,  I 
have,  I  think  it  is,  a  rather  brief  statement,  but  if  jyou  don't  mind,  a  lot 
of  the  things  have  already  been  said  that  need  to  be  said  hei-e,  but  I'm 
addressing  myself  hopefully  to  the  Farm  Credit  Act  and  soil 
conservation. 

I  would  like  to  acquaint  you,  Mr.  Chairman,  with  the  fact  that  I  am 
not  only  president  of  the  Farmers  Union,  but  I  am  also  a  farmer 
myself.  My  family  and  I  own  and  operate  a  farm  near  tlie  big  city 
01  Athol  in  Smith  County,  Kans,,  which  is  kind  of  a  short  ride  from 
Keith  Sebelius'  liome.  We  are,  as  farmers,  ])ai-tici|>ants  in  the  agri- 
cultural conservation  program,  the  Great  Plains  conservation  pro- 
gram; we  are  involved  in  organizing  a  rural  water  district  program 
and  of  course  have  been  involved  in  the  farm  credit  programs  over 
the  years — as  borrowers,  naturally. 

While  my  testimony  today  is  intended  to  reflect  the  views  of  the 
National  and  Kansas  Farmers  Union,  it  also  represents  a  personal 
view. 

I  have  a  copy  of  a  statement  here  that's  been  made  by  Reuben 
Johnson,  director  of  legislative  services,  National  Farmers  Union. 
He  would  like  to  have  it  entered  in  the  record.  He's  afraid  he  won't 
get  to  attend.  I  won't  refer  to  it,  but  I  would  like  to  have  it  in. 

Mr,  JoN'Es  of  Tennessee.  Without  objection,  it  will  become  part  of  the 
record. 

[Mr.  Johnson  testiBed  Oct.  4,  1978  in  Memphis,  Tenn.,  his  state- 
ment appears  on  p.  285.] 

Mr.  Ltox.  I  want  to  talk  just  a  minute  about  interest  rates  in  rela- 
tion to  Federal  Land  Bank  loans.  We  are  concerned  about  the  variable 
rate.  Out.side  of  the  costs  of  fuel  and  the  cost  of  money,  it  is  possibly 
the  most  inflationary  .single  factor  in  farm  operation  costs  today,  land 
prices.  The  reason  we're  concerned  is  that  the  land  price  increases  do 
not  increase  income  from  the  land,  and  thus  rising  interest  rates  in- 
crease costs  to  whicli  there  is  no  benefit. 

Kansas  Fanners  Union  believes  that  the  present  authority  for  vari- 
able interest  rates  which  some  agencies  ha\e  Federal  Land  Bank,  for 
in.stance,  tends  to  establish  an  atmosphere  where  concern  about  the  cost 
of  money  to  the  borrower  is  lowered.  Such  an  atmosplierc  could  result 
in  the  lackadaisical  approach  to  securing  funds  by  the  Farm  Credit 
Administration.  It  also  could  reduce  and,  in  fact,  eliminate  the  resist- 
ance to  inflationary  pressures  in  the  money  market,  from  very  easy — 
if  you're  not  very  strong  in  discipline — to  let  things  go  and,  "What 
the  heck,"  borrow  to  pay  for  the  land- 
Farmers  are  different  than  most  corporate  borrowers  in  our  econ- 
omy. Farmers  can't  pass  money  costs  on  through  higher  and  higher 
inflated  prices. 


ly  Google 


156 

I  think  I  could  say  in  behalf  of  all  Kansas  farmers  that  we  are  kind 
of  tired  of  being  the  shock  troops  out  here  in  the  battle  against  infla- 
tion. We'd  like  to  get  in  on  the  prices  and  good  things,  too, 

So  the  Kansas  Farmers  Union  proposes  that  the  variable  rate  au- 
thority within  the  Farm  Credit  Administration  be  eliminated  entirely 
or  at  the  very  least  be  limited  to  a  10-pereent  variation  above  the  rate 
at  the  time  of  the  loan  for  the  life  of  tlie  loan.  Such  a  limit  would  not 
curtail  farm  credit  lending  to  new  borrowers  and  yet  it  would  protect 
those  with  longstanding  loans  from  after-the-fact  inflation. 

We  are  concerned  with  the  chartering  of  corporations,  the  amend- 
ment relating  to  it,  to  perform  service  and  financial  functions. 

I  have  to  ask  what  the  purpose  of  such  authority  really  is.  The 
Kansas  Farmers  Union  has  had  a  longstanding  position  in  opposition 
to  aUowing  banks  and  insurance  companies  to  be  owned  by  the  same 
entity.  This  relates  to — well,  there  are  several  reasons  for  this  posi- 
tion and  chief  among  them  is  the  potential  for  coercion.  The  tre- 
mendous power  that  a  lender  has  over  a  potential  borrower  places  him 
at  a  disadvantage  in  the  first  place  .When  the  lenders  also  market  vari- 
ous types  of  insurance,  the  potential  for  abuse  of  the  borrower  is  very 
high. 

The  very  act  of  offering  the  insurance  by  the  lender  is  often  read  as 
an  implied  demand  that  the  borrower  purchase  the  product  from  the 
lender. 

The  arguments  in  favor  of  it,  in  our  opinion,  are  not  very  sound. 
There  are  dozens  of  sources  of  casualty,  liability,  credit  life,  and  crop- 
hail  insurance  in  any  given  community,  and  insurance  companies  are 
very  well  regulated  by  all  the  States.  Bad  insurance  product  really 
doesnt'  exist. 

There  is  also  the  private  enterprise  argument  againi^  competitive 
marketing  by  Government  or  quasi-go/emment  agencies  of  a  prod- 
uct that  is  available  and  plentiful  in  competitive  supply  through  pri- 
vate means. 

We  recommend  that  the  farm  credit  system  be  phased  out  of  the  in- 
surance marketing  business. 

We  question  the  move  to  broaden  the  authority  of  PCA's  and  Fed- 
eral land  hank  associations  to  finance  processing  and  marketing  out- 
side of  the  farmer  cooperative  framework. 

We  opposed  this  move  for  the  reason  that  noncooperative  endeavors 
create  and  intensify  competition  with  farmer-owned  cooperatives 
which  are  in  the  same  or  similar  business.  The  banks  also  have  author- 
ity to  loan  to  groups  of  farmers  for  these  purposes. 

Feilerfll  policy  would  then,  if  this  occurred,  favor  integration  of 
farming  by  individuals  and  corporations. 

Sufh  lending  activities  would  tend  to  interfere  with  the  primarv 
purpose  of  the  FCA  wliich  is  a  loan  fnndR  to  producing  farmers,  ft 
wnulfl  take  capital  at  n  time  when  capital  is  hard  to  come  by  for  fanner 
finnncing  programs  of  FCA. 

We  take  pxception  to  the  nmnndment  foncorn'nfr  eVction  of  direc- 
tors. We  adamantly  oppose  anything  which  would  redncp  the  opnor- 
tunity  to  choose  or  to  be  chosen  through  the  pVrtion  nrocpss.  The 
reduction  of  the  required  number  of  nominees  from  three  to  two 
serves  absolutely  no  interest  except  the  convenience  of  the  bureaucracy. 
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lUNDINO  OF  FABH£RS   HOME   ADMINISTRATION   PROORAMS 

I  suppose  everyone  here  has  talked  about  this,  but  we  realize  that 
appropnations  are  not  involveid  in  the  Farm  Credit  Act  amendments. 
However,  most  of  the  problem  with  the  usefulness  of  FCA  is  the 
extreme  limitations  on  funds  and  guarantee  authority  that  exist  pres- 
ently in  relation  to  the  actual  situation  in  rural  America. 

The  new  beginning  farmer  program  is  an  example  of  an  outstanding 
pro-am.  It  also  epitomizes  the  gross  inadequacy  of  the  funding  au- 
thority in  relation  to  the  need. 

Wiuiout  going  into  detail,  we  urge  you  to  make  a  special  case  of  the 
young  and  Deginning  farmer  programs  when  the  time  comes  to  pass 
the  appropriation  and  guarantee  authority  measures  for  the  next  nscal 
year.  Young  people  desiring  to  farm  cannot  wait  out  the  present 
grossly  inflationary  credit  policies  of  the  company,  nor  the  inflationary 
pressures  on  land  prices.  The  longer  you  wait,  the  higher  the  price 
the  land  is  going  to  become. 

The  young  and  beginning  fanner  programs  subsidizes  the  interest 
cost  to  beginning  farmers. 

On  conservation  programs.  I  imagine  that  everything  we  say  will 
echo  about  everything  said. 

The  Kansas  and  National  Fanners  Union  has  long  been  great  sup- 
porters of  all  reasonable  soil  and  water  conservation  programs  and 
we  continue  to  support  such  programs. 

We  believe  we  are  in  a  critical  period.  Tremendous  demand  is  being 
made  on  farmers  today  to  produce  for  a  large  segment  of  the  world. 
Low  farm  prices  is  causing  soil  and  water  conservation  and  sound 
farming  practices  to  be  cast  aside.  Farmers  cannot  afford  to  both  pro- 
duce grain  and  pay  the  price  for  sound  land  and  water  management 
at  the  same  with  such  low  grain  prices  and,  after  all,  for  the  farmer, 
survival  is  first  instinct.  They  are  going  to  keep  their  own  act  together 
and  not  spend  money  on  long-term  programs, 

We  don't  suggest  for  1  minute  that  peripheral  programs  such  as  our 
conservations  programs  should  be  made  into  substitutes  for  sound 
Federal  price  protection  programs  for  the  farmers  but  a  much  more 
liberal  appropriation  of  funds  for  programs  which  are  now  in  place 
would  greatly  increase  sound  soil  and  water  conservation  by  farmers. 
Of  course,  as  you  all  know,  benefits  of  sound  soil  and  water  con- 
servation programs  accrue  to  posterity,  but  are  not  of  that  great  a  value 
to  the  present  farmer. 

It  is  hard  to  say  enough  kind  things  about  the  Great  Plains  ^o- 
gram.  I  have  been  a  contractor  myself.  The  contract  is  completed.  The 
only  problem  with  it  was  that  I  needed  a  new  contract  because  the 
problems  with  conservation  goes  on  and  on  and  on. 

It  is  the  best  pro-am  by  far,  because  it  takes  into  consideration 
the  whole  fann  and  it  has  a  conclusion  that  you  won't  get  yoar  piece- 
meal approaches  to  soil  and  water  conservation. 

We  s^  in  our  statement  here  that  we  think  you  ought  to  have  more 
money.  I  support — youVe  heard  that  many  times. 

Farmers  union  urges  that  the  Great  Plains  conservation  program 
be  extended  and  that  it  be  funded  at  levels  reflecting  the  current 
prices  relating  to  the  cost  of  carrying  out  the  practices  involved. 
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With  regard  to  the  agricultural  conservation  program,  we  believe 
that  the  ACP  program  should  be  continued — expanded  if  possible, 
but  certainly  maintained. 

We  think  that  there  might  be  some  areas  where  you  could  be  critical 
of  some  of  the  practices  that  have  gone  on  in  the  past.  Not  necessarily 
soil  and  water  conservation  programs,  but  the  program  itself  is  a 
sound  program  and  for  those  farmers  who  can't  get  in  such  things  as 
the  Great  Plains  or  something  like  that,  it  is  the  Dcst  program. 

We  believe  that  the  county  ASCS  committees  should  make  the  ac- 
tual decision  on  cost-sliaring  for  their  county. 

I  want  to  coioment  on  the  rural  water  districts,  althou^  it  isn't  di- 
rectly related  to  this. 

The  administration  of  the  rural  water  district  program  is  handled 
by  the  USDA  under  the  authority  contained  in  the  Consolidated  Farm 
and  Eural  Development  Act,  It  is  a  very  good  and  very  essential  pro- 
gram. Along  with  the  companion  waste  disposal  program,  the  rural 
water  district  program  are  maki^  it  possible  for  more  and  more  peo- 
ple to  live  in  rurafcommunities.  The  program,  also,  is  instrumental  in 
allowing  farmers  in  historically  water  short  areas  to  expand  their 
livestocK  operations  thus  creating  a  better  economic  base  in  the  com- 
munities affected. 

Last  year  the  entire  program  was  funded  at  $000  million  in  loan 
authority  and  $282.5  million  in  grant  funds.  Since  there  is  a  tremen- 
dous backlog  of  such  projects,  we  urge  Congress  to  consider  loan  au- 
thority for  $1  billion  and  a  grant  authority  of  $300  million  next  fiscal 
year, 

Finally,  we  realize  the  urgency  of  the  design  to  balance  the  Federal 
budget,  but  Congress  sliould  be  very  cautious  not  to  reduce  or  destroy 
such  basic  and  ncessary  efforts  as  soil  and  water  conservation. 

We  urge  you  to  finance  the  entire  arena  of  soil  and  water  conserva- 
tion plus  legitimate  rural  development  programs  at  such  levels  as  to, 
at  the  very  least,  maintain  the  present  program  levels. 

I  thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Lyon.  We  ap- 
preciate your  comments. 

Our  next  witness  is  Mr.  Herb  Edmonds,  president,  Kansas  Associa- 
tion of  Farmer  Elected  Committeemen.  Welcome,  Mr.  Edmonds, 

I  am  going  to  ask,  after  Mr.  Edmonds  finishes,  Mr.  Glickman  to 
take  the  chair  and  preside. 

STATEMENT  OF  HEBBEBT  H.  ESHOHDS,  FKESIDERT,  KANSAS  ASSO- 
CIATION OF  FABUER  ELECTED  COHHITTEEIIEN;  SOUTHWEST 
ABEA  DIBECTOB  FOB  NATIONAL  ASSOCIATION  OF  FASHEB 
ELECTED  COHKITTEEMEN,  KcXOUTH,  EANS, 

Mr.  Edmonds.  Thank  you,  Mr.  Jones. 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Herbert 
Edmonds.  Route  2,  McTxiuth,  Kans,  I  live  on  and  farm  875  acres  in 
Jefferson  County  in  northeast  Knnsas.  My  operation  consists  of  wheat, 
com,  milo,  soybeans,  hay,  and  livestock.  I  am  currently  serving  my 
second  year  as  president  of  the  Kansas  Association  of  Farmer 
Elected  Committeemen,  and  also  my  second  year  as  the  southwest  area 
director  for  the  National  Association  of  Farmer  Elected  Committee- 
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men.  Our  organization  is  the  onlT  one  consisting  of  members  who  havb 
been  elected  by  their  peers  in  their  farming  communities,  and  triily 
represent  the  grassroots  thinking  of  the  American  farmer. 

The  problem  of  conservation  of  natui-al  resources  was  one  recognized 
by  our  forefathers  many  years  ago.  and  society  began  an  active  par- 
ticipating rote  in  cooperation  with  the  landowner  with  the  Soil  Con- 
servation and  Domestic  Allotment  Act  of  1936.  That  act  was  sound 
then,  and  still  remains  sound.  Some  in  our  society,  not  dii-ectly  in  con- 
tad;  with  the  land  and  its  problems,  liave  lost  the  vision  to  coinpi-ehend 
the  long-range  problems  created  by  not  being  good  stewai-ds  of  tlie  soil 
The  "dirty  thirties,"  when  dust  clouds  from  western  Kansas.  Okla- 
homa, et  cetera,  covered  the  Sun  for  hours  and  days,  as  well  as  the 
floods  of  the  year  1951  in  the  Missouri  River  Yailey.  point  up  the  neces- 
sity of  a  balanced  approach  to  soil  and  water  conservation.  Kansas 
with  its  diverse  weatlier,  is  an  excellent  example  of  the  many  problems 
involved  in  determining  the  proper  corrective  action  for  a  specific 
local  problem. 

In  southeast  Kansas,  where  the  average  rainfall  for  1973-77  was  as 
high  as  49.25  inches,  or  in  northeast  Kansas,  when  it  was  just  a  little 
over  42  inches,  water  erosion  of  the  soil  is  obviously  one  of  our  main 
problems.  Of  course,  terraces,  ponds,  waterways,  tile  outlets,  and  other 
means  of  slowing  the  speed  of  tlie  water  are  a  high  priority  iti  our  con- 
servation practices.  The  eastern  part  of  Kansas  is  only  concerned  with 
wind  in  terms  of  winter  storms. 

By  comparison,  western  Kansas,  whose  rainfall  in  the  same  period 
was  as  low  as  12.70  inches,  is  concerned  with  water  conservation; 
hence,  any  practice  designed  to  increase  the  penetration  of  the  water 
into  the  soil  and  retard  the  evapoi-ation  by  Sun  and  wind  is  a  high 
priority  in  their  conservation  program.  Wind  is  a  menace  to  tne 
western  soil  if  it  is  allowed  to  hit  the  ground,  thus,  the  obvious  bene- 
fit of  wind  breaks  and  rows  of  ti-ees  illanted  such  that  they  keep  the 
wind  up — not  allowing  it  to  hit  the  ground  picking  up  dirt  or  dust 
particles. 

The  Soil  Conservation  Act  of  193G  provided  for  the  Farmer  Elect- 
ed Committee  System,  whereby  the  fanners  elect  represent  atives  from 
their  communities  to  help  solve  the  problems  found  in  their  locale, 
with  Federal  assistance.  It  also  established  the  Soil  Conservation 
Service,  to  provide  the  technical  service  to  design  the  best  possible 
solution  for  that  problem.  This  plan  worked  well  for  40  years  and 
more;  while  other  programs,  developed  under  emotional  and  emer- 
gency conditions,  have  fallen  far  short  of  their  goals,  even  though 
they  have  been  extended  beyond  their  original  schedules.  The  com- 
mittee system  of  ASCS  has  proven  its  worth,  and  deserves  praise,  not 
critici.'im — cooperation,  and  condemnation — and  certainly  not  supple- 
mentation with  another  administrative  arm  whose  sole  purpose  is  to 
duplicate  ASCS  responsibilities.  Frankly,  I'm  shocked  at  the  shal- 
lowness of  thought  of  such  a  vocal  minority. 

I  have  been  concerned  in  recent  months  about  how  we  are  "hung 
up"  over  whether  a  practice  is  production  or  conser\-ation  oriented, 
lieing  so  preoccupied  with  the  conservation  oriented  terminology 
has  uncjuest  ion  ably  hindered  our  performance  out  here  in  the  country. 
There  is  no  doubt  in  my  mind  that  stopping  the  movement  of  soil 
is  a  conservation  practice,  but  it  is  also  a  production  practice,  since 
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the  top  8  inches  of  soil  is  where  the  fanner  performs  his  task  of 
producing  the  food.  Anyone  acquainted  with  how  wind  and  water 
move  the  soil  know  that  8  inches  of  soil  can  move  quite  rapidly  given 
the  right  set  of  circumstances;  hence,  a  loss  of  Both  soil  and  pro- 
duction capacity.  It  was  a  concerned  farmer  who  really  was  the  founder 
of  rural  clean  water,  since  it  was  his  soil  washing  away ;  and  it  was 
his  family  and  his  livestock  that  were  affected  by  Both  loss  of  soil  and 
dirty  water. 

It  seems  pni-ndosical  that  the  Federal  Government  should  hold 
ACP  appropriations  at  a  constant  level  of  $190  million,  while  at  the 
same  time  allow  the  Defense  budget  to  skyrocket  to  $110  billion.  TTie 
cost  of  conservation  has  inflatetl  at  astronomical  rates  of  300  to  400 
percent;  for  example,  the  per  hour  clmr^  for  one  Bulldozer  today  is 
$18  to  $30  per  hour.  Multiplied  by  the  machine  hours  it  takes  to  build 
a  10.000-yard  dam.  and  you  sec  why  fewer  erosion  control  structures 
are  being  constructed.  One  serious  problem  found  in  some  SCS  areas 
is  the  length  of  time  ini'olved  in  getting  a  dam  demgned,  approved, 
and  out  to  the  contractor ;  often  this  is  3  months  and  more.  With  this 
hurdle  confronting  the  farmer,  he  simply  throws  up  his  hands  and 
walks  away;  and  another  gowl  cooperator  has  been  turned  off  By 
strangling  papenvork.  This  feeling  of  disgust  and  frustration  has  not 
always  been  true  as  revealed  by  some  statistics  taken  from  two  reports : 
The  first  from  a  report  of  Hon.  Jamie  Whitten  Before  the  Committee 
on  Appropriations  hearings  on  H.R.  4387  [Report  No,  96-212],  page  7. 
It  reads  in  part  from  a  suimnary  of  ACP  practices  from  1936-78,  as 
follows : 


The  second  report,  of  which  copies  are  attached,  are  from  a  sum- 
mary of  Kansas  participation  from  1940-78.  Kansas  Notice  ACP 
76-16.  In  part: 

Dlrersioii  Terraces,  9.405.18  miles ;  earthen  dsms  and  reserrolra,  102^1B 
Htructures;  land  leveling,  443,483  acres;  sod  waterways,  238,958  acres;  terraces, 
273,722  miles. 

I  want  to  thank  you  for  this  opportunity  to  appear  Before  your 
committee ;  but,  more  importantly,  I  want  to  express  my  appreciation 
to  you,  the  committee  membei-s,  for  having  made  the  eifort  as  a  com- 
mittee to  as-ertain  for  yourselves  the  tnie  feelings  and  problems  of 
the  farmer  as  it  relates  to  stewardship  of  the  -=oil  and  the  participation 
of  society  a-s  represented  by  his  Government.  Thank  you. 

Mr.  .Tones  of  Tennessee'.  Thank  you  very  much,  Mr.  Edmonds,  for  a 
very  good  statement.  I  am  going  to  turn  the  chair  over  to  my  good 
friend,  and  your  Congressman,  Dan  Glickman. 

Mr.  GiJCKMAN.  Thank  you,  Ed. 

Our  next  witness  is  Quincy  Keller  with  the  Reno  County  ASC 
office.  It  is  a  pleasure  to  have  you  here  today. 

Mr.  Keller.  Thank  you.  It  is  a  pleasure  to  be  here. 

Mr.  GtJCKM.\N.  Do  you  have  a  written  statement? 

Mr.  Kfxler.  No  ;  I  don't  have  a  written  statement.  I  was  under  the 
impression  that  I  was  going  to  have  questions  asked  me  and  I  would 
answer  with  some  answers,  so  I  will  summarize,  Honorable  Chairman, 
and  Congressman  Jones,  Congressman  Sebelius. 
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STATEMENT  OF  C.  QimvCT  KELLEB,  BENO  COinVTT  ASC, 
ABUNGTON,  KAHS. 

Mr.  Keller.  I'm  Quincy  Keller.  This  is  my  home  countj^.  I  fe«l  lik© 
I  should  welcome  you.  We  feel  quite  proud  of  this  meeting  here  in 
Hutchinson  today  and  to  have  you  gentlemen  here  to  conduct  this 
meeting. 

I'm  a  member  of  the  Reno  County  ASC  Committee,  I  have  been 
president  of  the  Goose  Creek  Watershed  District  for  25  years  which 
brid^^  the  county  line  of  Reno  County  and  Kingman  County.  I  also 
have  farmed  in  Reno  County  here  for  40  years.  I  farm  800  acres  of 
wheat  and  have  a  livestock  program,  so  I  lived  and  breathed  soil  con- 
servation for  quite  a  few  years. 

It  is  disturbing  when  you  live  on  a  stream  and  you  see  it  turn  cloudy 
brown  aft«r  a  big  rain  and  the  water  comes  down. 

M^  concern  has  always  been  water  erosion.  But  we  do  have  wind 
erosion,  too.  But  in  our  area,  I  presume  tliat  we  have  around  75  per- 
cent of  our  terraces,  our  land  treatment,  on  the  land.  Now,  that  isn't 
countywide.  That  is  in  the  watershed  district. 

So  we  feel  like  that  it  is  imperative  that  this  soil  conservation  work 
be  continued.  It  is  disturbing  to  see,  whenever  there  are  cutbacks  made, 
Reno  County,  which  is  one  of  the  larger  counties  in  Kansas,  got  a  budg- 
et of  $39,000  for  ACP  programs  last  year. 

When  you  try  to  spread  that  out  over  3,000  farmers,  why,  it  doesn't 

fo  very  far.  Herb  mentioned  that  a  dozer  was  costing  $45  to  $50  an 
our.  I  dont  know  when  he  hired  that  dozer.  I  know  I  had  one  this 
week  and  it  cost  me  $65  an  hour. 

Mr,  Edmonds.  That's  inflation. 

Mr,  Keller.  And  this  is  just  a  D-7  Cat  and  dozer.  So  we  can  see 
what's  happening.  Our  dollars  aren't  going  very  far  at  all,  and  we  do 
need  more  funding. 

I  noticed  the  statement  that's  been  made,  and  I  don't  think  we  can 
be  overly  emphatic  on  it,  and  if  we  see  a  disruption  like  we  have  back 
in  1972  when  there  was  a  disruption  of  the  funding  of  many  projects, 
you  lose  your  initiative.  Once  you  have  lost  it,  it's  hard  to  get  it  back. 

I  know  I  made  several  trips  into  Topeka  trying  to  get  some  detention 
structures  to  go  in  iust  ahead  of  that  and  completely  lost  them.  We 
never  got  them  going  again. 

I  dont  know  whether  we  want  funds  set  aside  somewhere  to  beep 
from  having  these  disruptions  or  whnt  we  do  need,  but  we  would  need 
something  so  that  we  dnn't  bave  ar\v  diTi'iition  of  the  nroprnms. 

I  know  the  Great  Plains  and  your  LTA's  and  so  forth  takes  care  of 
some  of  that,  but  these  are  fields  that  we  certainly  need  to  keep  our  eye 
on. 

We  look  at  just  the  original  investment,  as  a  rule,  when  we  talk 
about  helping  the  farmer  get  the  terraces  and  structures  and  what 
have  you  on  his  land.  We  forget  the  investment  that  that  farmer 
or  operator — I  should  say  operator,  because  there's  many  tenants  out 
there  doing  just  as  good  a  job  as  what  owners  are  in  protecting  that 
land,  so  he's  got  to  get  out  there  and  it  takes  around  SO  percent  more 
time  on  terraced  land  than  it  does  on  flat  land  farming.  He's  got  to 
go  in  there  and  maintain  those  terraces  over  the  years  and  look  after 
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them,  fio  he  does  have  a  responsibility.  It  doesnt  end  when  that  origi- 
nal investment  is  made  on  that  land. 

So  we  are,  therefore,  asking  for  increased  technical  and  financial 
aid  instead  of  cutting  the  program  down  as  we  have  seen  it  done. 

Now,  in  Reno  Coimty,  and  I  think  this  is  true  in  the  State  of  KanBitf, 
we  see  a  close  cooperation  with  the  ASC  office,  the  ACP  program, 
your  Forestry  Service,  your  Fish  and  Wildlife  and  others  in  devel- 
oping programs,  and  I  think  it's  quite  important  that  we  cooperate 
and  then  we  like  the  cooperation  t£at  the  ASC  can  do  a  good  job  of 
administrating  those  programs. 

So  I  think  this  will  conclude  what  I  have  to  say. 

I  appreciate  the  opportunity  of  appearing  here  on  behalf  of  our 
Reno  County  ASC  committee  todav  and  thank  you  for  coming. 

Mr.  Glickhan.  Thank  you,  Mr.  teller. 

I  believe  that  you  have  submitted  a  letter.  Is  this  from  you  I 

Mr.  KFt.i.F.R.  No.  I  brought  several  letters  with  me. 

Mr.  GucKUAN.  All  right.  Without  objection,  these  will  he  placed  in 
the  record  at  the  end  of  the  hearing. 

Next  witness  is  Mr.  Charles  Lewis.  Welcome  to  the  hearing.  Yom 
might  let  us  know  where  you  are  from  when  you  introduce  yourself. 
We  don't  have  that  in  the  schedule. 

STATEMENT  OF  CHABLES  F.  LEWIS,  YATES  CEHTEB,  gATWIAa 

Mr.  Lewis.  I'm  Charles  Lewis  from  Yates  Center,  Woodson  Connty, 
Kans.,  and  I  would  like  to  thank  Congressman  Jones,  Mr.  GUckman 
and  Mr.  Sebelius  and  any  of  the  rest  of  the  committee  that  had  a  part  in 
my  being  able  to  be  here. 

In  1948  I  started  farming  on  160  acres — I  still  live  on  the  same 
quarter ;  however,  since  that  time  I — my  son  and  I — went  into  partner- 
ship in  1972,  and  we  now  own  780  acres  and  run  an  additional  465 
acres.  We  run  approximately  50  cows  and  feed  out  approximately  1,200 
hogs  a  year  plus  cash  grain. 

I'm  not  here  to  tell  you  of  m^  defeats  or  my  accomplishments, 
but  I'm  here  to  tell  you  what  I  think  this  country  needs  on  conserva- 
tion nractices. 

In  the  1930's  there  was  hardly  any  practice  being  done  either  pri- 
vate or  Government,  and  what  ponds  we  had  were  just  mudlioles, 
farmers  farmed  up  and  down  the  slopes,  tried  to  prevent  gullies,  but 
the  sheet  erosion  was  worse.  The  coal  was  mined  from  strip  pits  with 
no  thoiiHit  of  tomorrow,  and  residue  from  oil  wells  ran  out  on  the 
land  and  down  the  streams. 

Since  that  time,  we  hnve  come  a  long  way  in  conservation  of  our 
land  rrsoiii-cpa.  hut  we  have  still  got  a  long  wav  to  go. 

In  1948  I  hnilt  my  first  termces  with  a  whirlwind  plow,  and  they 
are  still  working  today.  And  the  programs  that  we  have  in  our  county 
with  a  litt'p  mRmtpna"ce  wi'1  In"^  indp*initely.  Romp'imof  we  fon»et 
that  we  put  an  age  or  a  time  limit  on  the  practice,  but  if  it  is  main- 
tained, it  will  last  indefinitely. 

At  presrnt  I  have  all  the  needed  conservation  on  my  land,  so  you 
see  I'm  a  firm  believer  in  soil  and  water  conservation.  I  stand  before 
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you  gentlemen  today  and  I  am  thinking  of  the  younger  farmers,  the 
ones  that  can't  afford  to  pay  the  whole  money.  What  will  they  do! 
And  the  ones  that  mi^ht  do  some  of  the  practice  but  without  Govern- 
ment money  certainly  will  not  bring  them  up  to  the  specifications 
that  it  takes  to  do  the  job  right,  I'm  speaking  of  the  water  and  pollu- 
tion down  our  streams. 

Gentlemen,  can  we  as  a  nation  afford  to  let  our  soils  go  without 
the  needed  conservation  practices!  I  think  not, 

"We  have  no  more  land  to  move  to  today,  or  resettle.  No  new  horizons 
or  land  to  break  up.  We  either  protect  and  conserve  our  God-given 
heritage,  or  the  future  of  our  Nation — and  yes  the  world — will  pay  the 
dire  consequences. 

Some  years  back  the  Government  came  out  with  a  figure  of  $190 
million  for  conservation  work.  Where  they  got  that  figure  I  don't 
know.  But  bless  their  heai-ts,  that's  better  than  zero. 

And  if  we  remember  back  years  ago  when  this  iirst  came  out,  it  was 
something  like  half  a  million  dollars  that  was  appropriated  to  start 
with,  and  look  what  they  do  with  that  much  money  today,  if  they 
could  buy  that  much  conservation  today  for  what  tney  did  there  in 
thel930'8. 

The  present  ACP  program  in  my  estimation  would  be  sufficient  for 
the  Nation's  soil  and  water  conservation  problem  if  there  was  more 
adequate  funding.  And  this  program  shouldn't  be  delayed  forever. 
Twenty  years  ago  I  used  to  drive  over  the  county  and  see  field  after 
field  of  sweet  clover,  and  I'm  from  eastern  Kansas,  as  some  of  you 
maybe  don't  know  what  part  Woodson  County  is  from,  but  I  am  fi-om 
eastern  Kansas.  I  used  to  drive  around  and  see  sweet  clover,  field  after 
field  of  it,  in  the  summertime.  Now,  us  older  men  know  the  benefits  of 
sweet  clover  for  the  soil,  but  the  Government  frowns  on  money  for 
lime,  and  without  the  help  of  the  Government,  these  younger  farmers 
can't  afford  to  buy  the  lime  at  $7  a  ton. 

I  would  like  to  give  you  what  I  call  tilt  of  the  soil.  Sweet  clover 
loosens  the  soil,  it  adds  a  lot  of  humus  to  the  soil,  it  acts  as  a  sponge 
to  hold  water.  But  probably  one  of  the  greater  benefits  of  it  is  the  fact 
that  it  will  keep  the  soil  from  washing  and  fi-om  blowing.  And  in 
eastern  Kansas  we  have  some  blowing  problems,  but  we  have  a  lot  of 
water  problems.  Either  too  much  or  not  enough. 

We're  speaking  today  of  our  Nation's  future  lifeblood  in  this  con- 
servation, and  the  old  saying  that  the  way  agi-icultui-e  goes  so  goes  the 
Nation  I  believe  still  applies. 

From  years  ago,  back  in  the  Bible  times,  Rome  said  they  would  pro- 
duce a  strong  military,  but  they  fell  and  they  had  a  decaying  agri- 
culture. And  these  younger  farmers  to  me  is  what  hurts  me.  and  I 
looked  over  this  crowd  today,  and  you  gentlemen  are  facing  this  way, 
just  look  at  the  average  age",  and  why?  Maybe  these  younger  farmers 
don't  realize  what  they're  going  up  against.  But  it  just  hurts  me  to 
see  a  field,  a  farm,  go  down  the  dmin  thi-ough  needed  conservation 
practices.  Less  practices,  less  soil,  loss  crops,  less  money. 

Some  Tears  ago  we  had  a  visit  with  the  State  committee,  a  State 
ASC  committee,  about  lime,  and  to  me  lime  is  one  of  our  greatest 
assets  that  we  could  have  in  eastern  Kansas.  With  lime  you  can — I 
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mean  you  increase  your  production,  it  is  not  a  fertilizer,  but  it  de- 
acidizes  the  soil,  neutralizes  easily.  We  all  know  that  200  bushel 
com  fodder  on  the  land,  if  it  is  turned  back  to  the  soil,  is  way  more 
than  twice  the  humus  of  a  hundred  bushel,  and  the  same  way  with  the 
50  busliel,  more  increase  your  production  of  crops  and  put  uie  residue 
back  on  the  soil,  the  more  you  hold  it,  the  more  you  keep  it  fmn 
blowing.  And  that's  why  I  think  that  these— you  allowing  me  to  come 
up  here  and  tell  what  little  I  know,  maybe  I'm  a  little  bit  o5  the  deep 
end,  but  I  sure  hate  to  see  these  younger  farmers  facing  the  future 
unless  we  leave  them  something  to  be  used. 

I  didn't  come  up  here  to  tell  vou  the  practices  that  I  thought  we 
ought  to  have  in  eastern  Kansas,  t  realize  where  the  chairman  is  from, 
same  way  with  the  other  two  gentlemen  on  the  panel.  Kansas  has  a  lot 
of  dilferent  things  in  certain  areas.  But  I  think  they  should  be  left  up 
to  the  county  committees  and  the  State  committee,  and  not  from  a  non- 
farm-background  bureaucrat  in  Washington  to  decide  what  we  do. 

Gentlemen,  I  thank  you  for  your  time  and  patience,  and  generosity, 
in  allowing  me  to  come  before  you  with  my  thoughts,  I  trust  you  will 
take  the  material  that  is  presented  your  committee  through  these  meet- 
ings over  the  Xation  and  witli  wisdom  from  above  you  will  do  the  right 
thing  for  the  Nation.  Thank  you. 

Mr,  Glickman.  Thank  you,  Mr.  Ijcwis.  Appreciate  your  comments. 

Our  next  witness  is  Mr.  I>wi^t  Day,  from  the  Oklahoma  Associa- 
tion of  Fanner  Elected  Committeemen.  It  is  a  pleasure  to  have  our 
neighbor  from  the  Soutli  here. 

STATEHENT  OF  SWIOET  SAY,  HOBLE  COUHTY  ASC  COHMITTEE, 
OEIAHOUA  ASSOCIATION  OF  FABHEB  ELECTED  COXHTTTEEHEN, 
PEEEY,  OKLA 

Mr,  Day.  Mr.  Chairman,  I  am  Dwight  Day,  member  of  the  Nobel 
County  ASC  Committee,  in  Perry,  Okla,  The  county  which  I  serve  con- 
sists of  approximately  483,000  acres  of  land  which  approximately 
180,000  acres  are  cultivated  and  devoted  to  crops.  The  majority  of  the 
land  is  devoted  to  small  grains  with  about  10,000  acres  in  alfalfa. 

The  major  conservation  problem  in  the  county  is  soil  erosion  from 
uncontrolled  water.  This  major  problem  not  only  results  in  loss  of  aoil 
and  water,  but  also  affects  the  quality  of  water  in  the  county.  The 
county  development  under  the  leadership  of  the  county  committee 
has  made  a  concerted  effort  to  solve  this  soil  loss  and  water  quality 
problem. 

During  the  last  7  years  (1973-79)  the  ccsnmittee  has  approved  cost- 
sharing  for  $439,463,  for  an  average  of  $62,780  per  year.  Eight  percent 
of  this  7-year  expenditure  has  been  allocated  to  permanent  vegetative 
cover,  28  percent  to  terracing  crop  land,  33  percent  to  ponds  and  30 
percent  to  waterways.  I  wish  to  point  out  that  the  7  years'  expendi- 
ture of  the  county  ACP  fimds  90  nercent,  I  repeat  99  percent,  has 
been  spent  on  practices  to  solve  the  basic  conservation  problem  of  tie 
county.  The  program  has  been  criticized  by  a  recent  audit  by  GAO  for 
being  used  to  fund  production  oriented  practices.  I  want  to  emphasize 
again  that  99  percent  of  7  years  funding  in  Noble  County  has  been 
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allocated  to  permanent  type  practices  to  solve  the  major  conservatitm 
problems  in  the  county.  Soil  erosion  from  uncontrolled  water  and 
water  quality.  Even  with  concentrating  the  county's  limited  ACP  fund 
to  these  permanent  type  practices,  a  survey  by  the  county  office  and 
the  Soil  Conservation  Service  shows  that  approximately  one-third  of 
the  crop  land  in  the  county  has  had  no  conservation  treatment.  The 
primary  reason  the  work  has  not  been  completed  is  the  shortage  of 
funds  and  the  high  cost  of  carrying  out  conservation  practices.  For 
instance,  in  1973,  the  cost  of  constructing  terraces  was  $8  per  100  linear 
feet.  Today  the  cost  is  $18  per  100  linear  feet.  This  is  a  225-percent 
increase  in  the  last  7  years.  During  this  same  period  of  time,  the  cost  of 
constructing  ponds  has  increased  157  percent  and  establishing  perma- 
nent vegetative  cover  the  increase  is  175  percent.  However,  during  this 
same  period  of  time  the  national  allocation  has  been  reduced  from 
$225.5  million  to  $190  million. 

Although  national  figures  indicates  net  farm  income  is  up  in  1979, 
this  is  not  the  case  in  small  grain  production.  Even  though  the  price  of 
wheat  has  improved  about  $1  per  bushel  around  33  percent,  the  price  of 
fuel  has  more  than  doubled  and  fertilizer  has  increased  alx)ut  36  per- 
cent. Interest  cost  has  increased  44  percent  in  the  la.st  year.  These 
increases  in  operating  cost  has  decreased  the  amount  of  conservatitm 
work  producers  can  perform  from  their  own  resources. 

In  1979  this  county  committee  had  to  take  action  to  buy  the  best 
conservation  possible  with  the  funds  available.  We,  the  committee,  did 
not  approve  any  practices  except  waterways  and  terraces  after  late 
spring  when  it  became  evident  that  funds  would  not  be  adequate.  We 
have  no  exact  method  to  determine  the  funds  needed,  but  estimate  that 
the  1970  allocation  was  no  more  thnn  50  percent  adequate.  The  1977 
program  is  a  good  indication  of  the  funds  needed  to  meet  conservati<m 
needs  in  this  county. 

Attached  to  this  testimony  is  a  yearly  summary  for  each  of  the  7 
years  used  in  this  testimony.  Mr.  Chairman,  I  thank  you  and  your 
committee  for  this  opportunity  to  testify  in  support  oi  the  Agricul- 
tural Conservation  Service. 

[The  attachments  referred  to  above  are  held  in  the  subcommittee 
file.l 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Day.  Very  good 
statement. 

Mr.  Gltckman.  Mr.  Chairman,  Mr.  Day  mentioned  the  fact  that  the 
allocation  for  ACP  was  reduced  to  $190  million,  but  our  House 
Agriculture  Committee  approved  $250  million  and  it  was  subsequently 
reduced  by  other  forces. 

Mr.  Jones  of  Tennessee.  We  were  actually  fortunate  enough  to  get 
it  through  the  full  committee  without  a  problem,  but  the  budget 
committee  cut  us  back. 

I'm  going  to  call  on  Mr.  L.  D.  Freeman,  the  next  witness,  and  then 
turn  the  chair  over  to  Mr.  Sebelius  before  he  has  to  le^ve  to  go  back 
to  his  district. 

Let  me  say  here  that  we're  glad  that  you  folks  from  out  of  State 
are  here,  the  one  or  two  that  have  come  a  long  distance  and  alluded 
to  the  fact  that  some  farmers  have  driven  as  far  as  300  miles.  We 
appreciate  that  more  than  yon  know. 
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STATEHENT  OT  L.  D.  FSEEUAN,  SEHDTOLE  COITirTT  ASO 
COUHIITEE,  HOLSEHTILLE,  OELA. 

Mr.  Freeuan.  Mr.  Chairman,  my  name  is  L.  D.  Freeman,  a  farmer 
from  Seminole  County,  Okla.  I  am  also  a  member  of  the  Seminole 
County  ASC  Committee.  I  am  privileged  to  be  given  the  opportunity 
to  testify  as  an  Oklahoma  fanner  before  this  distinguished  group 
supporting  ACP  and  ASCS. 

I  have  periodically  heard  rumors,  read  statements  of  the  news  media, 
and  those  of  some  lawmakers,  to  the  effect  that  ASCS,  through  the 
agricultural  conservation  program — ACP — is  not  doing  the  conserva- 
tion job  it  was  intended  and  therefore  should  be  abolished.  Gentlemen, 
that  would  be  an  unwise  move,  in  my  opinion. 

First,  ASCS  personnel  throughout  our  great  Nation  have  proven 
time  after  time  their  expertise  in  carrying  out  any  and  all  programs 
enacted  by  Congress  over  long-term  periods  or  on  short  notice,  many 
times  with  a  minimum  of  personnel,  for  agricultural  and  nonrclated 
activities.  ASCS  has  the  knowledge.  ASCS  hns  the  necessary  farm 
records,  and  ASCS  has  the  stamina  to  never  say  die,  and  to  give 
service  with  accuracy  and  expediency.  In  most  areas.  ASCS  is  the 
"government,"  looked  on  as  the  authority,  with  outstanding  credibility 
iiot  only  with  farmers,  but  communities  as  a  whole.  Dedicated  person- 
nel have  devoted  their  entire  careers  to  perfecting  their  Itnowledge  of 
the  programs,  applying  them  to  their  areas,  assip^ed  by  State  and 
county  ASC  committee  policies,  within  regiilationf  as  enacted  by  law. 
ASCS  means  something  to  America.  No  other  agency  has  the  oroad 
background,  statistical  data,  or  trained  personnel  to  accomplish  what 
ASCS  can  do;  and  it  is  far  more  qualified  to  administer  ACP  than 
any  other  agency  established  or  to  be  established. 

ACP  is  vital  to  our  Nation.  We  feed  our  people  and  provide  agri- 
cultural commodities  for  other  nations,  and  funding  for  ACP  should 
be  increased  from  $190  million,  rather  than  whittled  down  to  fund 
some  other  program  such  as  the  rural  clean  water  program,  which 
should  be  separate  and  apart  and  not  reduce  our  already  inadequate 
ACP  funds. 

In  Seminole  County,  the  1979  ACP  allocation  is  $72,362.  To  date, 
our  cost-share  funds  are  exhausted  and  we  have  on  file  in  the  county 
ASCS  office,  requests  totaling  approximately  $45,000,  These  are  for 
approximately  30  ponds  for  erosion  and  water  conservation,  as  well 
as  to  provide  livestock  water,  and  about  30  requests  to  establish  ber- 
muda  and  loveyraFs  on  farmland  pubiect  to  erosion.  We  have  been 
out  of  ACP  cost-share  funds  for  about  6  months  and  many  farmers 
didnt  file  a  request  because  of  exhausted  funds,  so  really  the  funds 
needed  cannot  be  accurately  estimated  based  on  requests,  but  the 
need  is  there  to  be  readily  seen  when  traveling  over  the  county.  Our 
countv  has  used  their  fimds  for  practices  of  a  permanent  nature  such 
a  gullies,  diversion  terraces,  ponds,  and  grass  establishment.  You 
can  readily  see,  with  onr  State  allocation  of  $5,773,985  for  ACP,  di- 
vided among  77  counties,  how  far  short  we  are  of  need,  when  com- 
paring with  Seminole  County  which  is  by  no  means  the  largest  in 
the  State. 
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You  might  ask  me,  why  help  a  farmer  carry  out  a  conservation 
practice  on  his  farm.  He  ^ts  all  the  benefits  of  tnxpayer  money.  First, 
it  isn't  his  land;  he  is  only  a  keeper.  The  land  must  bo  kept  pro- 
ductive for  generations  to  come.  The  funds  allocated  are  an  invest- 
ment in  our  Nation's  future.  We  are  so  "conservation"  minded  these 
days,  spending  billions  on  energy  programs,  so  why  not  be  consistent. 
Without  past  funding  for  ACP,  our  Nation  would  not  be  as  well  fed, 
clothed,  housed,  or  have  the  water  supply  we  now  enjoy.  The  farmer 
is  a  workingman,  like  everybody  else ;  and  profits  from  the  farm  are 
never  a  surety  as  are  salaries.  In  most  instances  throughout  our  Na- 
tion, the  farmer  does  not  have  the  ready  capital  to  carry  out  much- 
needed  conservation  measures.  In  our  county,  when  SCP  funds  are 
authorized,  the  practice  carried  out  with  this  assistance  usually  not 
only  corrects  a  conservation  problem  on  his  farm,  but  alleviates  one 
or  more  problems  on  nearby  land ;  tlius,  someone  else  benefits,  just 
OS  all  of  us  benefit  when  our  natural  resources  are  conserved. 

1  feel  that  Oklahoma  farmers  and  ranchers  cannot  and  will  not 
carry  out  needed  conservation  measures  without  a  fully  funded  ACP. 
The  public  will  benefit  from  conservation  obtained  through  ACP. 
These  benefits  are  clean  water,  longer  life  municipal  water  supplies, 
reduced  river  dredging,  and  assures  a  productive  land  for  future 
generations. 

Gentlemen,  I  thank  you  for  the  courtesy  you  have  extended  to  me, 
and  urge  you  to  continue  your  support  of  ACP  and  ASCS. 

Thank  you. 

Mr.  Sebelius.  Tliank  you,  Jlr.  Freeman. 

Our  next  witness  is  Wallace  Alurphy  from  Alton. 

I've  got  to  digress  and  tell  you  a  little  bit  about  Wally.  I  pet  a  lot 
of  phone  calls  from  a  lot  of  people,  various  times  of  the  day  and  night, 
but  w]:en  I'm  in  Washington.  B.C..  it's  around  11  o'clock  at  night, 
which  is  10  o'clock  in  Alton  up  in  Osborne  County,  and  when  the 
phone  rinss  I  know  it's  Wallace  Murphy. 

He  dedicated  himself  to  conservation,  and  we're  glad  to  hear  from 
him  at  this  time. 

STATEHENT  OF  WALLACE  S.  HVRPHT,  CHAIBUAH,  OSBOBNE 
COUMTY  COHSEKVATIOH  DISTRICT,  OSBOENE,  KAM. 

Mr,  MrRPiiY.  I  would  like  to  thank  you  and  the  committee  for  tak- 
ing this  opportunity.  We  have  a  lot  of  different  areas  of  our  State 
concerned  with  conservation— the  GP.  ACP.  or  what-liave-you — and 
I  know  we  have  probably  been  to  the  same  school  out  there  tiying  to 
make  a  living  at  that  land,  hut  we  didn't  all  sit  at  the  same  desk. 

I  think  this  means  something  to  the  committee. 

We  are  living  in  a  time  when  almost  everyone  is  concerned  with  con- 
ser^-ation  of  our  resources. 

In  the  ranching  and  farming  area  of  the  Great  Plains,  our  main 
concern  is  conserving  range  and  crop  land.  There  Imve  been  several 
Federal  assistance  programs  over  the  past  40  years.  Today,  we  have 
the  ACP,  GP,  K.C.&D.,  and  watershed  programs  to  aid  conservation. 

In  our  area  we  have  ACP  and  GP.  Both  ot  the  programs  have  merit. 
The  Great  Plains  program  was  started  in  our  area  in  the  early  sixties. 
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With  the  Great  Plains  program,  conservation  practices  were  greatly 
increased  in  our  niea.  AVifh  a  GP  plnn  complete  plnnning,  funding 
and  schedulinfT  of  conservation  practices  aie  implemented,  ivith  most 
continiiinfT  for  "i  to  10  years.  There  is  more  opportimity  for  operators 
to  work  closely  with  SCS  personnel.  We  have  found  that  operators  who 
hnve  had  or  nro  still  completing  a  Gi-eat  Plains  contract  are  more  in* 
formed  about  overall  conseivation  on  range  and  ci-op  land,  and  the 
maintenance  of  consen-ation  practices,  than  an  individual  who  has  an 
occasional  conservation  practice  under  the  ACP  program. 

The  Great  Plains  pi-ogram  is  an  excellent  program.  With  adequate 
SCS  personnel  and  sufficient  funding,  this  program  will  aid  in  the 
pi-eseriation  of  our  natural  resources. 

Committee  members,  we,  as  representatives  of  the  Osborne  County 
Conservation  I>istiict.  are  concerned  with  the  conseivation  of  range 
and  crop  land  of  Osborne  County,  the  State  of  Kansas,  and  the  Great 
Plains  area  of  the  United  States,  and  encourage  your  support  in  the 
continuation  of  the  Great  Plains  program.  Thank  you. 

>Ir.  Sebelhs.  Thank  you,  Wally. 

George  Dougan  from  Alton  is  the  next  witness.  He  is  not  present  at 
the  moment. 

Our  next  witness  is  Dean  Myers,  Kansas  Land  Improvement  Con- 
tractors Association. 

STATEHEHT  OF  DEAN  7.  HTERS,  FAST  FBESIDEKT,  EAITSAS  LAUD 
IHFBOTEUENT  CONTBACIOSS  ASSOCIATION,  HAVENSVUIE, 
EAHS, 

Mr.  Mtehs.  I  am  Dean  Myers,  past  president,  Kansas  Chapter  Land 
Improvement  Contractors  of  America. 

To  acquaint  you  a  little  bit  with  us.  we  are  28  years  old,  and  we  have 
on  an  organized  basis  been  related  with  ACP  for  a  number  of  years. 
We  are  pleased  with  this  opportunity  to  appear  before  you  today  and 
discuss  the  ACP  program. 

I  am  speaking  for  approximately  500  land  improvement  contrac- 
tors in  our  State  and  all  the  farmers  we  work  for.  Many  of  us  have 
over  80  years  of  experience  in  the  land  improvement  business  and 
being  close  to  the  ACP. 

Like  many  small  farms  in  Kansas,  particular  northeast,  my  home, 
our  280-acre  farm  is  subsidized  by  other  means  of  income,  the  land 
improvement  contracting  business. 

Nearly  half  of  the  farms  in  our  area  are  owned  and  operated  by 
people  who  have  farming  in  their  blood,  but  have  to  hold  down  another 
job  to  survive. 

In  these  areas  of  our  country,  ACP  is  doing  a  good  job  and  definitely 
needs  to  continue.  Much  of  the  work  would  not  be  done  without  ACP. 

More  money  could  be  used  in  these  areas  than  is  needed  in  more 
prosperous  areas  when  land  owners  could  be  encouraged  to  do  more 
on  their  own.  This  determination  can  be  made  and  also  the  practices 
available,  by  the  coimty  committee. 

A  trust  fund  would  W  a  good  way  to  gain  more  funds  for  conserva- 
tion work,  provided  the  money  would  be  spent  directly  on  the  land 
and  not  be  spent  to  operate  another  agency. 
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To  generalize  on  ACP,  the  money  spent  for  ACP  practices  is  one 
of  the  best  investments  our  tax  dollars  can  make.  Special  projects 
have  greatly  boosted  progress  in  the  slow  areas,  such  as  the  Soldier 
Creek  project  in  northeast  Kansas.  These  projects  are  a  big  help  toward 
getting  our  total  conservation  job  done. 

New  specifications  pins  inflationary  costs  have  reduced  the  amount 
of  work  being  done  for  the  money  available. 

In  some  areas,  work  has  been  hampered  by  lack  of  contractors.  This 
is  due  to  several  things.  I  list  them  as : 

(a)  High  costs  of  being  in  business  has  forced  some  out.  Some 
have  chosen  to  do  something  else. 

(b)  Liack  of  funds  has  forced  contractors  into  other  phases 
of  contracting — road  work,  pipeline,  et  cetera. 

(c)  Rigid  specs  and  governmental  redtape  has  discouraged 
others  to  not  do  any  ACP  work. 

It  is  the  contention  of  our  association  that  any  delay  or  reduction 
of  funds  for  ACP  would  greatly  slow  down  soil  and  water  con- 
servation in  our  country. 

Again,  I  would  like  to  thank  Chairman  Jones,  and  members  of  the 
subcommittee  for  this  opportunity  to  testify. 

Mr.  SEBELma.  Thank  you,  Mr.  Myers.  I'm  going  to  turn  the  matter 
over  now  to  Mr.  Glickman.  I  guess  we've  only  got  one  more  witness 
listed. 

I  want  to  thank  everybody  for  coming  down,  spending  your  time, 
giving  this  committee  the  beenfit  of  your  testimony  here. 

As  I  leave,  Ed,  I  want  to  thank  you  for  coming  to  Kansas.  Dan  and 
I  are  gind  to  have  you  here,  because  as  far  as  I  m  concerned  you  are 
Mr.  Agriculture  on  our  committee  now  that  Bob  Poage  is  gone,  and  I'm 
relying  on  you  to  a  great  extent. 

Mr.  Jones  of  Tennessee,  Keith,  I  enjoy  working  with  you  and  al- 
ways have.  I  have  never  had  a  better  day  than  today.  I  appreciate  the 
fact  that  you  made  the  sacriiice  to  come  over  here.  I  know  it  was  some 
inconvenience  to  you  to  do  that. 

Dan,  why  don't  you  wrap  it  up. 

Mr.  Glickman.  I  believe  we  have  a  John  Madden  from  Bristol, 
Okla.,  and  then  after  that,  with  the  discretion  of  the  chairman,  I  would 
like  to  hear  from  my  good  friend  John  Adrian  who  is  chairman  of  the 
State  ASC  committee  as  well  as  a  farmer  in  Harvey  County,  Kans. 

Mr.  Madden,  it  is  a  pleasure  to  have  you  here  today. 

STATEMEKT  OF  JOES  P.  UABDEN,  BRISTOL,  OELA. 

Mr.  Madden,  Gentlemen,  I  don't  have  it  written  down,  a  written 
schedule  here,  and  what  I  do  have  to  discuss  and  the  notes  that  I  did 
make  are  just  about  in  their  entirety  covered  by  someone  else  ahead  of 
me.  So  the  problems  involved  and  the  want  of  funds  to  keep  the  pro- 
grams going  in  soil  conservation  and  all  have  been  mentioned  before 
by  iu^t  about  everybody  that  has  come  np  here  and  had  a  seat. 

So  the  things  that  I  would  like  to  add  then,  I'm  going  to  pick  the 
topics  out.  is  going  to  be  to  make  this  program  and  things  more  attrac- 
tive FO  that  it  will  be  worthwhile. 

As  I  discussed  some  of  the  other  things  I  would  like  to  say  from  the 
standpoint  I  represent  contractors  from  the  State  of  Oklahoma,  and 
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down  in  our  area — Arkansas,  in  other  words,  since  I  work  around  sev- 
eral different  States — cost  sharing  is  a  necessary  situation  with  the 
high  rise  of  everything,  our  young  people  going  out,  young  married 
couples,  young  families  in  the  rural  areas  arcnt  going  to  be  able  to  do 
and  enjo^  and  build  their  little  farms  and  little  homesteads  up  with- 
out keeping  this  program  going. 

As  an  incentive — this  is  one  of  the  things  that  I  would  like  to  in- 
sert^I  as  a  contractor  or  you  or  anybody,  if  you've  got  the  money  or 
credit  or  whatever  you  want  to  do  today,  during  the  year  they  have  a 
credit  investment  program,  Internal  Revenue  Service  has  brought 
into  effect,  and  we  feel  that  if  our  committee  can  help  out  in  some  way 
promote  a  tax  deductible  credit  investment  over  to — into  this  ASG 
work  and  soil  conservation  find  of  this,  we  believe  that  there  would  be 
a  lot  more  participation. 

We're  hunting  for  ideas  now  to  get  people  to,  instead  of  backing  o£f, 
to  come  into  it. 

And  if  the  farmer  now  can  go  ahead  and  spend  some  extra  dollars 
that  he  wouldn't  normally  do,  if  he  can  get  a  10  or  25  percent  direct 
tax  write-off  on  his  personal  income  tax,  I  think  there's  going  to  be 
people  taking  a  good  look  at  it. 

Another  thing  I  would  like  to  say  is  that  I  believe  and  I  think  that 
our  soil  conservation  people,  everybody  will  take — that  they  realize 
that  in  the  different  localities  of  the  country  that  the  farm  commit- 
tees, the  county  committees,  and  all  know  a  little  bit  more  about  their 
problems  that  they  have  in  their  area  and  not  the  needs  that  they  have ; 
m  other  words,  in  one  area  you  need  to  clear  timber  and  plant  "rrass, 
in  another  area  you  need  to  fill  in  gullies,  another  area  different 
things. 

I  would  like  to  see  a  little  less  Government  intervention  you  might 
say,  in  these  programs  and  let  the  local  farmers,  the  committees  and 
their  contractors  get  together  with  the  farmers  and  then  let  the  Gov- 
ernment people  see  that  the  project  is  done  properly. 

This  o'lminates  various  problems  and  you  might  hear  people  sayin;;, 
well,  they're  running  our  business  too  much  for  us. 

We  have  had  some  complaints — I  have  here  and  I  feel  that  I'm  able 
to  present  them — whereby  the  Iwys  that  work  for  the  Government  in 
ASO,  they  work  for  them,  they  can't  say  some  things  direct,  they're 
employed  by  them  and  all,  me  being  a  neutralist,  you  might  say.  I 
believe  I  can  mention  them.  Wc  have  started  jobs  I  understond  down 
in  our  country,  there's  been  commitments  been  made,  projects  started, 
the  money  was  there  and  then  either  upon  the  top  end  of  the  ladder 
either  out  of  Washington  or  down  in  the  State,  I  don't  think  it's  the 
State,  we've  pot  a  fine  bunch  of  people  to  work  with,  we've  had  a  bunch 
of  these  stopped. 

Mr.  Glickman.  If  I  may  stop  you  for  a  minute,  you  say  the  jobs  are 
stopped.  Are  they  stopped  in  the  middle  of  the  job  ? 

Mr.  Madden.  There's  been  some  of  them  cleaned,  stripped,  staked 
and  different  situations  of  this  matter  and  then  they  put  a  hold  up  on 
them. 

Now,  we  don't  know  whether  they're  keeping  up  the  bookwork  c'ose 
enough — this  is  a  real  thing  hard  to  do.  you  allocate  so  much  money 
and  somebody  comes  in  and  signs  up  a  few  times,  he  doesn't  go  ahead 
and  do  his  practice,  somebody  else — ^you've  got  a  waiting  list  of  people. 
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and  all  of  a  sudden  at  the  end  of  this  time  you've  got  allotted  to  these 
jobs,  ail  of  a  sudden  some  of  these  people  didn  t  do  their  things. 

Now,  they  try  to  get  somebody  else  going  right  quick  and  yet  they  re 
running  into  the  situation  where  they  need  time  extensions  and  to  go 
ahead  and  do  projects  of  that  type. 

Mr.  Jones  of  Tennessee.  Let  me  ask  a  question,  Mr.  Maddei^  Are 
you  talkiig  about  money  that  has  been  allocated  through  ACPf 

Mr.  Madden-.  Yes,  sir.  Strictly 

Mr.  Jones  of  Tennessee.  Strictly  ACP  ? 
Mr.  Matoen.  Yes.  This  type  thing. 

Mr.  Jones  of  Tennessee.  Emergency  conservation  measures,  that 
kind  of  thing! 
Mr.  Madden.  Yes. 

Mr.  Jones  of  Tennessee.  What  I  don't  understand  is  why  they 
would  allow  you  to  start  the  program,  the  project,  and  then  stop  it. 
That's  what  they've  done  ? 
Mr.  Madden.  This  is  done. 

Mr.  Jones  of  Tennessee.  I  don't  know,  maybe  somebody  here  can 
answer  that  question.  Looks  to  me  like  that's  not  Washington,  that's 
somewhere  from  the  State  down.  Somebody  is  not  doing  a  bookkeep- 
ing job.  This  is  a  new  problem  to  me.  I  hadn't  heard  about  this.  And 
itis  ACP  funding? 
Mr.  Madden.  Yes. 
Mr.  Jones  of  Tennessee.  Terraces  ? 

Mr.  Madden.  Yes.  Ponds.  Diffei-ent  things  of  this  nature.  Seems  as 
though  the  projects  get  started  or  you  take  a  rainy  season  or  some- 
thing when  you're  held  up,  and  all  of  a  sudden — let's  say  you're  going 
to  end  your  fiscal  year  in  July ;  well,  you've  got  a  rainy  season  throiigh 
June,  you're  trying  to  cram  all  this  work  into  a  particular  time  to  get 
it  finished, 

I  know  I've  had  them  call  me  right  in  the  last  27th  day  of  December 
or  something  to  try  to  get  projects  that,  "We've  got  the  money  to  do 
the  job  with,  we  want  to  spend  it,  needs  to  be  gotten  out  on  the  job  and 
out  on  the  farm."  And  I  think  it  is  more  of  a  local  problem  than  it  is 
down  there,  I  don't  think  any  of  the  State  people  is  aware  of  it. 

Mr.  Jones  of  Tennessee.  I  thoii<!rht  we  could  carry  that  money  for- 
ward. I  didnt  think  hpcnuse  the  fiscal  year  ended  that  the  money  had 
to  revert  back.  I  thought  that  money  could  be  transferred  by  permis- 
sion, by  request,  into  the  next  fiscal  year.  Does  anybody  know? 

Mr.  Adrian.  The  law  was  changed  in  1977  to  permit  that.  It  had 
been  a  problem. 

Mr.  Jones  of  Tennessee.  That's  what  I  thought.  John,  do  you  know 
an\'thine  about  that  ? 

Mr.  Glickman.  Why  don't  you  state  your  name  ? 

EEMARKS  OP  AL  SMODEE.  CONSERVATION  PROORAH  SPECIALIST, 
ASC,  HANHATTAH,  KANS. 

Mr.  Smoder.  I'm  Al  Smoder,  conservation  program  specialist  with 
ASC  out  of  Manhattan,  Kans. 

T  think  what  the  gentlemnn  is  alludin<r  to  is  the  obligation  of  funds 
for  a  specific  project  or  practice,  as  you  will. 
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The  procedure,  as  it  applies  now,  does  apply,  starting  in  1971,  we 
have  no  yearend  funding;  what  we  mean  by  tnat  is  funds  are  continu- 
ing to  bp  used  until  they  are  closed  or  the  practice  might  be  canceled,  if 
that  might  be  the  case.  So  once  a  practice  is  approved  by  the  county 
ASC  committpe,  fliose  funds  are  obligated  for  that  participant,  that 
farmer,  and  they  do  remain  outstanding  until  he  finally  completes  that 
practice. 

So  I  don't  quite  understand  the  problem,  because  under  these  situa- 
tions once  those  funds  are  obligated  they  are  obligated  for  that  indi- 
vidual and  they  remain  outstanding  to  that  individual  until  he  c<mi- 
pletes  that  practice. 

Now,  on  a  fiscal  year  basis,  if  funds  are  not  utilized  during  that  fiscal 
year  the  county  office,  coimty  ASC  office,  can  carry  those  funds  forward 
to  the  next  fiscal  year  to  be  utilized  in  the  same  manner. 

Therefore  this  must  be  a  local  problem.  Maybe  the  way  it's  being 
handled  might  not  be  quite  the  way  it  should  be,  but  I  hate  to  speak  for 
Oklahoma,  but  I  don't  quite  see  how  we  could  have  a  problem  in  that 
area. 

We  do  have  one  area  that  might  be  the  situation,  and  that  is  tied  in 
with  what  we  call  our  maximum  payment  limitation,  where  a  producer 
can  receive  up  to  $3,500  per  fiscal  year  per  person. 

All  right.  If  the  practice  was  completed  by  September  30, 1979,  the 
$3,500  limitation  would  apply  to  that  person  for  the  1979  fiscal  year;  if 
it  was  started  in  1979,  in  the  1979  fiscal  year,  and  carried  over  and  com- 
pleted in  the  1980  fiscal  year  that  money  would  be— the  $3,500  limita- 
tion— would  apply  to  the  1980  fiscal  year. 

So  you  may  have  something  in  that  area  whereas  a  practice  was 
started  in  fiscal  year  1979,  carried  forward  into  1980  fiscal  year  and  this 
might  be  creating  an  internal  problem  on  the  maximum  payment  lim- 
itation. T  don't  know. 

But  this  is  the  type  of  procedure  that  we  work  with  on  the  maximum 
payment  limitation  to  see  that  the  law  is  abided  by  and  that  the  $3,500 
is  not  exceeded  for  a  particular  fiscal  year. 

But  as  far  as  obligation  of  funds,  once  those  funds  are  obligated  to 
that  producer,  once  he  receives  his  approval  from  the  county  ASC 
committee,  those  funds  remain  outstanding  to  him  until  such  time  as  he 
completes  the  practice, 

Mr.  Glickman.  Thank  you. 

MV.  Jones  of  Tennessee.  Mr.  Madden,  whose  congressional  district 
are  you  in  ? 

Mr,  Madden.  Jones,  I  believe. 

Mr.  Glickman.  Are  you  up  in  the  Tulsa  area  i 

Mr.  Madden.  Yes. 

Mr,  Jones  of  TenncFsee.  I  wish  we  could  find  out  if  that  is  a  local 
situation.  State  situation.  It  is  not  national. 

Mr.  Madden.  No,  I  don't  think  so. 

Mr.  Jones  of  Tennersee.  But  I  can  see  how  a  contractor  could  be 
put  in  a  bind  with  .something  of  that  sort. 

Mr.  Madden.  Right.  And  if  the  farmer  is  coming  in  and  he's  mak- 
ing plans  to  get  this  assistance  and  then  it's  changed,  he's  pretty  down 
on  the  program. 

Mr.  Jones  of  Tennessee.  That's  a  situation  that  can  be  corrected, 
I  believe. 
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Mr.  Madden.  If  I  might,  I  would  like  to  ask  an  individuftl  here 
a  question  and  let  him  say  a  little  bit  of  something  along  that  line. 

Because  I'm  not  real  active  in  soil  conservation  work,  although  I 
have  been  for  25  years.  I  ventured  into  pipeline  work  and  I'm  the 
president  of  our  Oklahoma  Conservation  t  ontractors,  so  as  a  result 
of  that  I  get  the  telephone  calls  and  the  odds  and  ends  from  different 
ones  and  then  from  the  complaints  between  the  contractors  and  the 
farmers  and  up  to  our  local  c^ces,  in  different  counties,  not  just  mine, 
but  all  over  the  State. 

We  have  another  contractor  with  us  here  who  came  up  also  from 
Oklahoma,  and  he  and  1  were  discussing  a  situation  whereby  they 
had  started  a  project  and  then  it  was  shut  down,  and  it  was  stripped 
off,  the  time  was  spent,  taken  the  machine  out  there — lot  of  our  loca- 
tions are  where  you  can't  go  out  theie  until  the  engineer  stakes  it, 
or  you  tear  his  work  out,  and  can't  do  it. 

Ixrt  of  our  work  has  to  be  done  in  advance  of  the  engineering.  We 
have  a  Mr.  Kimberiing  here,  and  rather  than  spend  our  time  dis- 
cussing it,  his  name  is  just  below  mine,  he's  been  an  active  contractor 
for  years,  and  who  is  still  involved  in  it  somewhat. 

And,  Bert,  I  believe  you  mentioned  last  night  that  tliey  had  a  job 
started  over  in  your  area  somewhere. 

Mr.  Glickman.  Why  don't  you  stand  up.  Your  name  please? 

Mr.  KiHBERLiNG.  Bert  Kimberiing,  Winston,  Okla.  That  was  2 
years  ago  when  this  particular  incident  happened  that  he  %vas  re- 
ferring to. 

Mr.  Madden.  Well,  I  went  down,  the  situation  from  some  of  the 
boys  who  represent  our  organization  back  in  Washington  we  talked 
to  them,  and  conservation  contractors  which  I  think  we're  covering 
around  38  States  now  we're  interested  in,  which  is  all  pertaining  to  this 
type  of  a  program.  So  we  do  have  people  back  there  which  I  think 
you're  acquainted  with  also  in  Washington  that  have  made  contacts 
with  you  people. 

These  are  the  things  that  we're  trying  to  promote  somewhat  and 
things  that  are  being  worked  on  both  ends  and  we  appreciate  the 
opportunity  of  getting  to  give  you  our  views  and  opinions. 

And  one  of  uif>  main  things  I  would  like  to  say  is  I  don't  think 
other  than  old  age  pension  and  social  security  there  is  notJiing  any 
more  important  to  this  country  and  keeping  the  farm  ground  taken 
care  of  and  to  grow  the  groceries, 

I  thank  you  for  your  time. 

Mr.  Glickman.  Thank  you  very  much.  I  appreciate  it.  Is  anybody 
from  the  Kansas  Farm  Bureau  here?  I  don't  think  they  were  able 
to  come. 

Before  we  bring  the  witnesses  back  I  would  like  to  ask  John  Adrian 
if  he  would,  as  3iairman  of  the  State  ASC  and  as  a  farmer,  if  he 
would  like  to  make  a  few  comments. 

STATEHEBT  OF  JOHN  ADRIAN,  KANSAS  STATE  ASC  COHHITTEE, 
UOUNSKIDaE,  KANS. 

Mr.  Adrian.  Thank  you. 

Thank  you,  Concressmen  Ed  Jones  and  Dan  Glickman. 
I'm  sorry  that  Keith  Sebelius  had  to  leave,  because  I  did  want  to 
say  that  I'm  sure  most  people  here  would  agree  with  me  when  I  do 
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say  that  this  is  indeed  a  blue  panel,  blue  ribbon  panel.  We  all  know 
that  all  three  of  you  are  friends  of  the  farmer,  and  that  e&di  in  his 
own  way  is  doing  a  terrific  job  for  agriculture. 

But  right  now  more  specifically  I  would  tike  to  talk  about  the  im- 
portance of  soil  and  water  conservation.  You  know,  you  don't  have 
to  be  much  of  a  student  of  early  history  to  realize  that  great  nations 
have  fallen  by  the  wayside  basically  because  they  did  not  care  for 
their  soil.  They  let  it  erode,  blow  away,  wash  away,  and  the  nation 
fell  as  a  consequence. 

If  you  go  through  early  history  you  will  discover  that  there  were 
more  than  one  or  two  or  three  nations  that  had  this  experience. 

Having  said  that  I  would  like  to  say  that  soil  and  water  conserva- 
tion in  my  estimation  and  many  other  people's  thinking  is  your  busi- 
ness here  today,  is  one  of  the  most  important  facets  of  our  social  and 
economic  life. 

You  know  soil,  they  tell  me  and  I  learned  this  when  I  was  in  school 
and  needless  to  say  that  was  many  years  ago,  that  it  takes  100 
years  to  make  1  inch  of  soil.  I  don't  know  whether  that  is  still  good. 
They  always  find  quicker  ways  to  do  things.  But  at  any  rate  we  can't 
afford  the  toss  of  our  soil  and  our  water. 

In  Kansas,  and  I  suppose  this  goes  for  many  other  States,  we  have 
tremendously  good  soil.  You  have  heard  we  have  produced  a  lot  of 
food  and  filler,  food  not  only  for  our  people  but  other  peoples  of  the 
world,  and  what  that  does  to  our  balance  of  payments  and  other  things 
I  don't  need  to  tell  you,  you  all  know  that.  But  I  do  want  to  stress  this 
point,  that  while  soil  conservation,  soil  and  water  conservation,  is 
vitally  important  to  the  farmer,  it  is  equally  important  to  the  city 
people.  They  have  just  as  big  a  stake  in  tliis  thing  as  we  do.  It  is  their 
country,  it  is  their  nation,  and  we  produce  food  for  them  as  well  as 
for  ourselves,  and  by  conserving  our  water  and  our  soil  we  are  going 
to  assure  us  and  assure  them  ana  other  nations  that  we  will  have  ample 
supplies  of  food  at  all  times. 

I'm  a  fanner  and  I  live  not  far  from  Hutchinson,  I  farm  in  my 
home  county  of  Harvey  County.  I  live  west  of  the  tittle  town  of  Hpss- 
ton — I  should  say  the  big  little  town,  because  people  there  believe  it 
is,  with  its  factories,  Hesston  Corp.  and  so  on.  But  I  also  farm  in  Reno 
County,  and  in  that  particular  area  we  have  an  aquifer  known  and  the 
equus  beds,  water  beds,  that  all  the  towns  in  and  near  around  it  are 
getting  their  water  supply  from.  It  is  a  kind  of  water  that  is  recJiarged 
only  by  rainfall.  As  I  was  startinj?  to  say,  the  people  in  this  area,  this 
ratheir  sizable  area  which  encompasses  the  towns  of  McPherson, 
Moundridge,  Buhler,  Halstead,  Burrton,  including  Wichita  to  some 
extent,  are  dependent  upon  water  from  this  supply  that  is  replenished 
only  by  rainfall. 

And  if  we  let  this  rainfall  go  down  the  streams  and  val'eys  and 
find  its  way  to  the  gulf,  who  are  the  owners  of  many,  many  thousands 
if  not  millions  of  tons  of  our  soil  that  have  gone  by  that  wayside, 
we're  not  replenishing  the  watershed  and  providing  water  for  other 
people. 

That  is  just  a  bit  of  example  that  I  like  to  put  forth  for  you. 

Now,  another  thing  in  a  way  in  which  city  people  can  benefit.  On 
my  own  farms,  farms  that  I  own  and  farms  I  have  completed  during 
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the  years  the  terraces,  waterways,  as  were  laid  oiit  by  the  soil  conserva- 
tion serrice,  approved  by  the  county  committees,  and  cost  shared  by 
ACP. 

Now,  some  people  wonder,  and  I  have  heard  this  mentioned  from 
time  to  time,  why  can't  the  farmers  do  this  on  their  own  ?  Well,  I  might 
interject  here  and  say  that  we  are  in  some  agreement,  nnd  I  don't  mean 
to  dispute  my  friend  Charlie  Wilson's  viewpoint,  but  we  ai"e  in  some 
agreement  tl^t  long-term  soil  conservation  slioiild  be  the  issue  and  is, 
and  we  don't  find  ourselves  in  disagreement  very  inudi  with  how  ACP 
funds  were  laid  out  in  1974,  as  recently,  and  I  also  agi-ee  with  Charles' 
opinion  that  the  program  method  that  he  sugfiested  are  \'eiT  beneficial 
to  the  soil.  But,  you  know,  when  you  ask  the  taxpayers,  all  of  us  to- 
gether, to  pay  for  these  services  they  should  be  of  long  tevni.  they 
^ould  be  enduring  practices  and  by  that  veiy  reason  I  think  the 
farmer  should  not  te  asked  to  bear  the  cost  alone. 

In  ?ome  instances  of  course  the  farmer  would,  but  in  many  lie  would 
not.  He  could  not  afford  to  do  it.  And  I  think  the  future  of  our  Xfltion, 
the  future  of  future  generations  is  certainly  dependent  upon  our  very 
soil,  and  as  I  say  to  groups  and  audiences  tliat  I  speak  to  on  occasion, 
if  it  wasn't  for  the  farmer  and  for  the  land  and  for  the  water  on  it, 
they  wouldn't  be  here.  I  say  tliat  directly  to  them  during  tlie  evening. 
They  finally  get  the  message. 

Soil  is  basic,  agriculture  is  still  our  most  basic  industry  and  touches 
everybody,  and  if  we  let  this  become  deficient  in  anyway  all  of  the 
people  of  our  fine  land  will  suffer. 

And,  as  Herb  Edmonds  said,  touched  upon,  I  too,  find  it  a  bit  ironic 
that  in  something  so  important  as  soil  and  water  conservation  we 
speak  of  only  a  hundred  ninety  million  wlien  the  militarj-  speaks  in 
terms  of  billions,  and  I'm  not  a  pacificist  who  is  suggesting,  for  in- 
stance, that  we  should  do  away  witli  the  militaiy.  But  I  do  tliink  we 
ought  to  have  some  priorities  and  be  realistic  in  our  appraisal  of  tlie 
needs  of  our  great  country. 

I  think  I  have  probably  gone  long  enouch,  but  I  do  want  to  say  this 
again,  that  I  feel  very  sincere  about  this.  I  think  it  is  one  of  the  most 
important  things  that  we  do,  is  to  conserve  our  soil  and  water  from 
wind  and  water  erosion.  You  conserve  your  water,  you  slow  up  your 
runoff  witli  terraces  and  you  will  liave  growth,  you  will  Imve  vegeta- 
tion that  will  prevent  wind  erosion.  The  two  work  hand  in  hand,  and 
you  can't  beat  that. 

Gentlemen,  we  thank  you.  I  thank  you  personally  for  appearing 
hei-e,  I  think  it  is  a  real  honor  and  real  privilege  to  have  you  liei-e,  and 
I  want  to  thank  the  many  people  that  appeared  on  the  program.  There 
were  some  very  good  statistics  and  very  gootl  si>eeches.  Tiiank  you. 

Mr.  Glicksian.  Thank  you,  John.  That  was,  as  per  usual,  an  ex- 
traordinary statement  and  well  thought-out  statement,  I  tliink  there's 
a  couple  filings  to  add  on  what  you're  saying.  These  programs,  even 
though  they  are  Federal  dollars  coming  in,  are  still  a  symbol  of  local 
control  and  (hat  is  what  makes  agriculture  programs  so  beautiful  and 
so  different  from  most  of  the  other  Federal  programs  that  we  have. 
There  is  that  strong  element  of  local  control. 

And  I  might  say  also  that  our  committee  supports,  as  I  told  you,  full 
funding  for  both  the  Great  Plains  program  and  expansion  of  tliat  pro- 
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gram  as  ■well  as  funding  for  ACP,  and  we  had  some  problems  in  the 
budgetnrv  nren,  but  I  Siow  that  Ed  Jones,  as  choirman  of  the  sub- 
committee, and  I  are.  to  use  your  words  in  comparing  it  with  the 
aquifer  of  the  equus  beds,  recharged,  and  we  will  go  back  trying  to 
insure  that  this  does  have  not  only  adequate  funding,  but  adequate 
funding  for  long-term  future  of  America. 

I'm  not  sure  that  on  the  conservation  issues  that  we  have  any  ques- 
tions from  the  panel,  but  I  do  want  to  ask  Dale  Lyon  a  question,  if 
that  is  possible,  on  the  farm  credit  issue. 

I've  heard  about  variable  rate  mortgages,before  in  connection  with  a 
variety  of  nonngricultural  housing  programs  and  it's  a  fairly  contro- 
versial thing.  Arc  you  saying  that  we  should  remove  authority  from, 
let's  say,  the  Federal  land  bank  or  any  other  lending  programs  under 
which  we  have  jurisdiction,  to  offer  variable  rate  mortgages  t  Would 
that  be ■ 

Mr.  Lyon.  Well,  I  think  we  get  involved  in  real  estate  loans,  which 
the  Federal  land  bank  is  involved  in,  long-term  loans,  you  will  find — 
mi^t  find  them  in  this  lOom— that  borrowed  their  money  at  5  percent 
that  are  paying  10  or  10'^  now  on  money  they  borrowed  umteen  years 
ago  under  entirely  different  circumstances,  and  I  think  there's  two 
issues  involved  here.  One  is  that  that  is — while  the  rules  of  the  gain 
here,  where  the  borrower,  the  consequences  are  suffered  by  the  Bor- 
rower, He  pavs  the  bill. 

And  the  other  thing  is  the  thing  that  I  alluded  to  in  my  testimony, 
that  there  is  a  tendency,  you  know,  too,  oh,  heck,  you  know,  money  is 
easy  to  get.  just  pay  the  tab. 

We  have  a  tremendous  lending  agency  in  the  Federal  Farm  Credit 
Administration  that  borrows  millions.  I  suppose,  of  dollars  a  year,  and 
it  seems  to  me  if  tliey  can  turn  around  and  loan  the  money  and  get 
whatever  the  going  rate  is,  just  calculate  it  out  and  collect  it,  that  the 
necessary  guidance  of  restraint  to  go  out  on  the  market  and  get  the 
money  at  the  cheapest  possible  rate — and  I  don't  really  think  the  Fed- 
eral Government  itself  ought  to,  in  carrying  out  its  own  policies, 
really  accelerate  inflation. 

And  interest  rates  are  inflationary  regardless  of  what  our  Federal 
Reserve  says. 

Mr.  Glickman.  Thank  you,  Dale. 

Mr.  JoxEs  of  Tennessee.  May  I  ask  another  question,  Dan ! 

Mr.  Lyon,  doesn't  production  credit  practice  variable  interest  rates  t 

Mr.  Lyon*.  I  would  like  to  say  that  I  am  not  really  expert  in  it, 
I  dont  know  wliether  they  do  or  not. 

Mr.  JoxFs  of  Tennessee.  Docs  anybodv  here  work  with  PCA  in  the 
audience?  I  was  of  the  opinion  that  their  money  was  variable  with 
the  market.  The  Federal  land  bank  does  not,  though. 

Mr.  Lyox.  Production  credit  lending  is  an  operating,  and  it's  much 
more  short  term — well,  it  goes  on  forever,  but  you're  supposed  to  make 
peace  once  a  year. 

Mr.  Jones  of  Tennessee.  Mine  has  gone  forever,  too. 

Mr.  Ltox.  Yes;  mine.  too.  I  don't  happen  to  be  a  borrower  from 
PCA.  but 

Mr.  JoxEs  of  Tennessee.  I  think  they  have  variable  rates, 

Mr.  Lyox.  The  rural  banks  where  I  do  business  for  the  term  of  that 
loan  the  interest  rate  is  the  same. 


ly  Google 


177 

Mr.  Jones  of  Tennessee.  They  are  ? 

Mr.  Lyon.  To  the  bank  that  I  do  business  at. 

Mr,  JoN'ES  of  Tennessee.  I  need  to  know  where  that  bank  is. 

Mr.  Lyon.  Tliere  is  a  limit  on  the  note,  that's  true. 

Mr.  Jones  of  Tennessee.  I  think  more  and  more  banks  in  this  coun- 
try I  know  are  going  to  the  variable  interest  rate.  I  piess  they  have  to 
do  tliat  because  of  the  high  money.  I  don't  know  anything  about 
banking. 

Mr.  Lyon.  Might  be  of  some  consideration  to  think  that  that  has 
something  to  do  with  how  easy  the  rate  gets. 

Mr,  GuCKMAN.  Of  course,  I  remember — this  is  just  aside — when 
I  first  got  my  home  mortgage  I  got  one  of  these  variable  rate  mortgages 
from  a  bank.  It  was  very  nice,  I  borrowed  at  7%  and  then  the  interest 
rates  went  down  to  5'/i  and  I  can  get  the  benefit  on  the  way  down,  but 
that,  of  course,  we  haven't  had  any  benefit  for  about  3  years. 

Mr.  Lyon.  I  think  the  prime  rates  doubled  in  what,  last  2  or  2'/2  or 
3  years? 

Mr.  Jones  of  Tennessee.  I  think  that's  something  we  can  investigate. 

Mr.  Glickman,  We  will  look  into  that  issue,  because  I  wasn't  aware 
of  the  involvement  of  variable  rate  mortgages  in  the  farm  credit 
system. 

Mr.  Lyon.  At  the  rates,  you  know,  gentlemen,  that  you  borrow 
money  today  on  land,  you're  talking  lots  of  bucks,  a  lot  of  dollars, 
and  when  yon  change  an  interest  rate  a  quarter  to  a  half  percent  in  a 
90-day  period  you're  just  jacking  up  that  fellow's  prodnction  costs  by 
quite  a  number  of  dollars  a  lot  of  times,  and  he  just — the  wheat  doesn't 
get  any  better  because  the  |)rice  of  the  interest  goes  up.  But  I  realize 
that  is  one  of  the  things.  I  think  a  limit  should  be  placed  on  it. 

Mr.  Glickman.  Thank  you.  Does  anybody  else  in  the  audience  have 
anything  that  they  woidd  like  to  say  in  reference  to  any  of  the  issues 
that  wp  have  talked  about  before? 

Mr.  Ray.  Jim  Ray,  State  ASCS  executive  director.  I  do  not  wish  to 
make  a  statement  today,  but  I  would  like  to  cover  two  papers  for  the 
record  explaining,  if  you  will,  the  history  of  the  1978  ACP,  the  uses 
made  of  the  cost-share  funds,  percentages  used  for  each  of  the  various 
practices  authorized  in  1978,  and  also  another  paper  that  will  describe 
the  anproved  practices  for  the  1979  ACP  in  the  State  of  Kansas,  if 
I  could,  please. 

Mr.  Glickman.  They  will  be  made  part  of  the  record.  I  would  I'list 
like  to  say  gratuitously,  I  know  that  you've  done  a  very  fine  job  in 
manatring  the  State  ASC  operations  and  I  see  a  lot  of  nods  of  heads 
around  here.  It  is  not  a  very  easy  job  to  do.  I  never  heRr  anything 
nen«tive  about  the  way  you  operate  the  State  system.  So  I  would  just 
like  to  make  that  part  of  the  record.  Herb  Edmonds? 

Mr.  Edmonds.  I  m  not  sure  it's  a  statement,  comment  or  question  for 
the  State  committee,  but  in  oiir  county,  on  the  local  situation  at  this 
point,  last  year  we  constructed  in  excess  of  30  dams,  then  a  structure 
failed  back  east  that  was  not  specifically  designed  by  ASC. 

The  emotion  got  so  strong  that  our  specifications  have  gotten  so 
strict  that  this  year  we  only  have  three  structures  built.  The  problem 
that  I  want  the  answer  for  is,  are  we  going  to  lose  the  money  that  we 
would  normally  have  sp^it  ? 
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Now,  vou  have  assured  us  that  we  can  carry  that  over  into  next  ;ear*a 
money,  but  wDl  our  next  year's  allocation  be  reduced  by  an  equal 
figurel 

Mr.  GiJCKUAN.  Is  there  anybody  who  can  answer  that  fmni  the 
State  of  Kansas? 

Mr.  Shoder.  A1  Smoder.  I  don't  think  we  can  say  at  this  time,  Herb. 
I  don't  know  whether  this  is  really  the  place  to  really  discuss  this  type 
thing,  but  again  to  reiterate,  we  are  of  course  allowed,  permitted,  if  yoQ 
will,  to  carry  forward  to  the  next  fiscal  year  any  unused  funds  the 
counties  may  have  not  obligated  during  a  previous  fiscal  year.  I  think 
we  have  to  oe  realistic  in  the  fact  that  counties  with  an  outstanding 
balance  at  the  end  of  the  fiscal  year  have  funds  that  they  might  go 
ahead  and  continue  to  operate  in  a  continuing  conservation  program. 
Therefore,  I  think  we  will  have  to  look  at  county  allocations  to  some 
degree  in  regards  to  the  amount  of  money  that  they  may  have  carried 
over  the  previous  year. 

This  is  just  the  way  it  works.  I  think  that  would  have  to  be  taken  into 
consideration.  I  don't  think  a  decision  has  been  made  at  this  time  in 
i-egard  to  that,  but  it  would  have  to  be  something  that  would  have  to  be 
taken  into  consideration. 

Mr.  Edmoxds.  In  rebuttal  to  that  I  hope  Kansas'  allocation  will  not 
be  reduced  by  the  amount  of  funds. 

Mr.  Gi-iCKMAN.  I  would  assume  that  our  good  people  over  there  will 
fight  to  make  sure  that  doesn't  happen  and  will  let  us  know  if  it  looks 
like  it  is  happening. 

Mr.  Edmonds.  That  wns  my  purpose  for  bringing  it  up. 

Mr,  Glickman.  Yoh  made  your  point.  Before  I  turn  it  back  to 
Chairman  Jones  I  would  like  to  thank  you  all  for  coming  here.  This 
has  been  an  extremely  productive  day.  I  am  not  sure  when  we  will  be 
actually  marking  up  legislation,  but  sometime  toward  the  end  of  this 
year  or  next  year,  but  I  appreciate  the  good  quality  testimony.  I  would 
also  like  to  make  a  point  of  thanking  the  reporter  for  his  quality  work 
here — in  fact  the  chairman  made  a  point  that  he  is  one  of  the  nicest 
reporters  he's  ever  had,  and  also  I  might  mention  a  couple  other 
thmgs. 

We  will  have  several  pieces  of  legislation  affecting  farm-related 
legislation  coming  up  during  the  next  6  or  9  months,  some  of  which 
are  under  the  jurisdiction  of  Mr,  Jones'  committee.  One  is  the 
Federal  crop  insurance  which  is  quite  controversial,  but  will  be  com- 
inp  up  this  year,  I  would  expect.  It  has  passed  the  committee  and 
will  be  coming  to  the  floor. 

As  you  know,  the  disaster  program  expired  yesterday  or  the  day 
before,  so  we  are  going  to  have  to  do  something  in  order  to  protect 
farmers  against  that  type  of  peril. 

The  other  thing  that  we  will  have  is  that  at  some  point  there  will 
be  a  bill  we  passed  out  of  committee  raising  target  prices  for  wheat 
and  feed  grains  from  the  1979  year  up  about  17  percent  which,  of 
course,  is  a  bit  academic  now,  out  we  need  to  have  that  program 
extended  into  the  next  fiscal  year  also  along  with  pi-oviding  compli- 
ance with  NCA's  and  raising  that  target  price  up  more  than,  obviously, 
more  than  363  which  is  what  is  contained  in  the  English  committee. 

I  think  Congressman  Sebelius  is  going  to  offer  a  bill  to  raise  that  up. 
I  don't  remember  whether  it  is  380  or  390. 
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But,  in  any  event,  those  issues  most  farmers  tell  me  that  they  believe 
that  we  have  to  have  an  NCA  and  need  to  raise  that  target  price,  and 
I  don't  know  whether  that  will  mean  any  additional  increase  in  the 
loan  support  price  or  not.  I  think  Kansas  would  like  to  see  that.  I'm 
not  sure  what  the  administration  would  say,  but  those  will  be  two  pieces 
of  le^slation  that  we  will  have  that  will  directly  affect  grain  farmers. 

There  will  be  other  bills,  sugar  legislation,  gasohol  legislation,  but 
those  two  pieces  of  legislation  will  be  coming  up  I  would  say  in  the  next 
60  to  90  days. 

In  addition  we  talked  about  the  Great  Plains  procram  and  farm 
credit  le^slation  which  will  probably  come  up  in  the  next  6  to  9 
months,  I  guess. 

So,  Chairman  Jones,  I  would  give  the  program  back  to  you  at  this 
point. 

Mr.  Joms  of  Tennessee,  Thank  you,  Don.  I'm  going  to  make  it  short, 
because  all  I'm  going  to  do  is  say  it  has  been  a  great  day  for  me.  I  have 
enjoyed  immensely  the  new  friendships  that  I  have  made  here  and 
also  the  old  friendships  that  I  have  seen  again. 

I  have  talked  to  several  who  were  in  our  national  meetings  in  vari- 
ous places  that  I  have  been,  and  also  as  they  come  to  Washington.  I 
appreciate  very  much  what  John  Adrian  said,  and  I  don't  think  I 
peed  to  reemphas'ze  what  he  said,  but  tlieie  is  a  lot  of  wisdom  in  words 
that  he  expounded  along  here  and,  believe  you  me,  I  believe  exactly 
what  he  said. 

There  is  no  problem  with  the  Great  Plains  program,  gentlemen  and 
ladies,  your  suocommittee  and  your  full  committee  will  be  supporting 
that  program  without  any  problem,  I  like  wliiit  Bob  Bender  said,  I 
wrote  it  down,  in  case  our  court  reporter  didn't  understand  it  fully — 
you  leave  that  out — but  he  supports  the  Great  Plains  program  and  he 
said  what  it  really  needs  is  support  and  expansion.  That  is  what  I 
want  to  emphasize,  the  fact  that  our  conservation  work  will  never  be 
completed,  ns  several  of  yon  said,  and  we  are  looking  at  a  program 
now  that  will  not  be  ready  for  a  lot  of  legislative  work  in  even  the  near 
future.  That  will  be  long-term  planning  for  conservation.  Your  NACB 
association  is  strong  for  something  m  tliat  regard,  the  ASCS.  the 
ASPS,  the  National  Limestone  Institution,  Bob  Cook,  all  of  you  know 
him,  all  support  something  that  we  need  in  the  way  of  long-term  in- 
centive programs  in  oi-der  to  get  a  farmer  to  conserve  this  soil,  not 
make  him  do  it,  but  give  him  an  incentive  to  do  it. 

John,  yon  and  I  nave  talked  about  this  a  lot  of  times,  some  of  the 
rest  have,  too,  there's  some  ways  to  do  it,  folks,  just  think  how  we 
built  the  national  highway  system,  the  Interstate  Highway  System, 
through  a  trust  fund.  There  are  many  ways  that  we  can  get  along  with 
our  business  if  we  will  just  take  some  examples  out  of  some  other  peo- 

Ele's  success  stories  and  come  up  with  something  that  you  and  I  can 
E  part  of,  and  will  be  paying  for  them  at  the  same  time,  but  why 
shotildn't  we  have  a  parity,  why  shouldn't  we  he  paying  part  of  it? 
The  conservation  problem  in  this  country  is  so  serious  and  so  great 
that  there  is  no  way  that  the  Federal  Govennnent  can  do  the  wliole 
j6b  by  itself.  I  live  in  a  district  of  29  counties  that  lie  west  of  the  Ten- 
nessee River,  which  I  represent  16  of  them,  where  we  lose  from  30 
to  50  tons  of  topsoil  per  acre  per  year.  And  it  is  very,  verj'  productive 
land.  We  don't  have  any  trouole  making  a  bale  of  cotton  per  acre,  30 
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and  40  bushel  of  soybeans  per  acre,  and  all  that.  But  what  is  going  to 
happen  to  generations  after  us? 

We  have  changed  our  way  of  farming,  we  have  gone  to  row  crop 
production  ai!  over  the  country  and  yon  re  going  to  keep  on  doing  it 
as  long  as  soybeans  and  wheat  and  the  other  row  crops  are  in  need  like 
Hiey  aie,  and  that's  our  future,  there's  no  doubt  with  the  recogniticffl 
of  Bed  China  and  a  few  other  things  that  has  been  done  by  our  Govem- 
inent  that  our  products  are  going  to  increase  by  the  day  and  demand 
is  going  to  be  upon  us  to  produce,  and  wo  are  going  to  produce.  We 
won't  quit,  we  like  to  do  it.  So  I  think  we  got  our  work  cut  out  for  us. 
You've  got  yours  cut  out  for  you.  We  want  to  work  together  and  help 
you  every  way  we  can,  but  we  need  your  help. 

One  word  about  Federal  crop  insurance.  Controversial,  sure,  it  is, 
but  we've  got  a  good  Federal  crop  insurance  bill,  we  have  been  told  by 
the  Secretary  of  Agriculture — maybe  many  of  you  know  him — and  I 
think  he's  one  of  the  outstanding  men  of  this  country  as  ^t  aa  ag- 
riculture is  concerned,  but  he  tells  us  that  school's  out  as  far  as  disaster 
is  concerned. 

We're  not  going  to  have  any  more  disaster  program,  and  if  we're  not 
going  to  have  we  might  as  well  build  us  one.  We  can  do  it  with  the 
J'ederal  crop  insurance  program,  if  we  can  get  the  House  and  Smi- 
ate  to  pass  it. 

The  Senate  has  already  passed  it.  So  whenever  you  speak  a  good 
word,  don't  believe  all  that's  being  told,  all  the  bad  things  that's  being 
told  about  the  Federal  crop  insurance  program.  There  will  be  some 
people  in  the  private  insurance  sector  saying  good  about  it. 

So,  Dan,  I  do  appreciate  the  day  that  I  liave  spent  with  you,  and 
we've  got  to  go  to  Aberdeen.  S.  Dak. 

[Whereupon,  at  4  p.m.,  tne  subcommittee  was  adjourned.] 

[Additional  material  submitted  follows:] 


The  Colorado  ABSoclatlon  of  Soil  ConservBtlon  Districts  preeentB  the  follow- 
ing Btatenient  In  support  of  the  current  copsen'atlon  programs.  iSy  statement 
will  include  support  of  the  current  program  with  needs  for  increases  In  some 
areas.  I  wilt  nlao  suggeat  some  arean  for  ntodlflcation  and  Improvement. 

I.et  us  begin  with  the  most  basic  item  In  the  anil  conservaHon  program,  con- 
servation operations,  llils  Item  is  the  bottom  line  for  the  conservation  program 
throughout  the  nation.  If  local  soli  conservation  districts  are  stripped  of  tbeir 
ability  to  provide  technical  services  to  land  owners  and  other  units  of  locai 
governments  when  requested,  the  conservation  movement  in  the  United  States  la 
out  of  business. 

Currently,  we  are  at  a  minimum  level  of  technical  personnel  to  meet  tbe 
requests  for  technical  assistance  being  asked  of  districts.  There  is  grave  doabt 
we  will  be  able  to  lieep  up  with  Increased  demand  in  Colorado.  Expansion  of 
energy  development  and  the  thrust  for  water  pollution  control  under  P.L.  92-fiOOk 
may  result  in  long  waits  for  technical  assistance  unless  we  can  Increase  the  work 
force  of  technicians  and  conservationists  in  this  state. 

Also  Included  within  the  Conservation  Operations  program  are  the  Plant 
Materials  Program  and  the  Water  Supply  Forecasting  Program  referred  to  as 
8N0TEL.  Both  of  these  programs  are  critical  to  our  conservation  efforts,  not 
only  In  Colorado,  but  throughout  the  western  U.S.  With  increasing  pressnrea 
from  the  energy  Industry,  the  pressures  for  land  reclamation  will  increase.  The 
slate  has  adopted  strict  reclamation  regulations.  Our  ability  to  develop  new 
plants  and  adapt  other  plants  to  land  revegetatlon  tvill  be  pressed  to  the  limit. 
Here  in  Colorado,  the  federal  input  is  strengthened  by  sute,  local,  and  private 
Industry  aaalBtance. 
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The  Water  Supply  Forecaatlng  Program  la  a  key  tool  used  by  all  levels  of 
goremment  and  private  entities  to  forecast  the  quantity  of  water  available  for 
the  dry  Bummer  months.  Even  thougli  private  and  Stale  agencies  make  extensive 
use  of  the  data  available,  the  largest  use  of  data  is  made  by  other  federal  agencies 
sacb  aa  the  Corps  of  Engineers,  Bureaii  of  Iteclaniation,  and  the  National 
Weather  Service.  The  strength  of  the  program  has  been  its  resrfon-wlde  coordina- 
tion and  quality  control  of  the  data  base.  To  lose  that  component  of  the  Water 
Forecasting  Program  would  be  tragic.  F^wal  land  owners  and  irrigation  districts 
use  the  Information  in  crop  planning  and  Irrigation  water  management.  Some 
Ravings  of  dollars  and  personnel  will  be  realised  when  the  SNOTEL  system  Is 
folly  in  place  and  operational. 

Another  conservation  program  having  great  Importance  In  Colorado  Is  the 
Great  Plains  Conservation  Program.  The  strength  of  this  program  Is  In  Its  suc- 
cess. It  bsB  worked  In  Colorado.  It  Is  a  model  conservation  program  becaase  It 
Inclndea  a  long-term  contract  with  a  land  owner  based  on  a  total  conservation 
jian  for  the  land  holding.  The  conservation  practices  In  the  program  are  perma- 
nent practices  for  the  most  part,  and  each  contract  U  fully  funded  when 
approved,  thereby  guaranteeing  that  the  land  owner  has  the  necessary  time 
schedule  for  installing  the  practices  in  his  contract. 

As  of  September  24, 1979,  we  have  fiO  approved  contracts  for  a  total  of  J850,(W0 
waiting  for  available  funding.  For  ¥Y  1979  our  budgeted  amount  for  Colorado 
was  $1,270,000  and  It  was  entirely  contracted  by  September  30,  19T8. 

We  experienced  severe  drought  conditions  In  Colorado  during  1977.  That  was 
the  driest  year  since  1954,  and  In  some  places  since  the  1930'b.  However,  because 
of  the  contributions  of  the  Great  Plains  Conservation  Program  and  other  con- 
servation measures  promoted  by  the  soil  conservation  districts,  we  kept  the 
nnmber  of  acres  actually  damaged  by  wind  erosion  to  2,820,000. 

We  support  the  extension  of  the  program  through  at  least  1985,  when  the  flve- 
year  appraisal  of  the  Itesources  Conservation  Act  of  I9T7  will  be  presented  to 
tbe  Congress.  We  favor  H.R.  3789  expanding  the  number  of  counties  to  be 
Included  In  the  Great  Plains  Conservation  Program,  as  well  as  removing  the 
flnancinl  limits  of  the  program. 

A  third  portion  of  the  conservation  program  which  we  support  is  the  Resource 
Conservation  and  Development  Program.  We  have  five  funded  projects  In  this 
state  with  two  additional  applications  pending.  This  program  has  been  of  great 
lieneSt  to  local  communities.  One  county  was  able  to  decrease  its  unemployment 
from  al)Out  25  percent  to  less  than  the  national  average,  through  an  RC4D 
Project -use  of  Title  10  Department  of  Labor  funds. 

We  suggest  some  modifications  and  changes  In  the  RC&D  Program.  Because 
this  program  Is  built  on  increasing  local  participation  In  Identifying  and  solving 
their  own  problems,  the  reporting  procedures  need  to  reflect  the  effectiveness  of 
the  associated  measures.  We  believe  the  program  can  be  further  strengthened 
by  Incrensluff  the  pool  of  persons  who  may  be  Project  Coordinators  to  include 
other  siiecialiats  from  OSDA  agencies  such  as  Extension  Service  and  other  state 
agencies.  The  administrative  and  supervisory  direction  should  continue  to  be 
under  the  Soil  Conservation  Service. 

Through  Integrating  this  program  with  other  efforts  at  rural  development 
within  rSDA.  we  can  have  a  mnch  stronger  effort  In  rural  development,  con- 
trolled by  the  local  people  on  the  RC&D  Council, 

We  support  the  continuation  of  the  Watershed  planning  and  construction  pro- 
gram. Again,  the  benefits  realized  by  the  entire  society  are  aa  ereot  or  greater 
than  to  an  Individual  land  owner  or  local  unit  of  government.  We,  tn  Colorado, 
have  work  to  do  within  the  state.  We  need  to  chanre  some  of  our  state  statutes 
BO  watershed  projects  can  become  even  more  beneficial  to  us  than  they  have  b^n 
In  the  past. 

In  closing.  1  T(ant  to  make  two  general  observations.  First,  we  strongly  sup- 
port tbe  consolidation  of  all  soil  conservation  programs  under  a  single  federal 
agency.  Only  through  such  a  coordinated  program  can  we  realise  the  greatest 
eflTectlvcness  and  efficiency  of  conservation  measures  and  Increase  our  cost- 
effect  lTene<is  We  need  to  separate  conservation  programs  from  production- 
oriented  programs  An  effective  conservation  program  must  be  voluntarv,  lotuj- 
term  and  based  on  permanent  conservation  practices. 

^Second,  there  has  been  Increasing  discussion  of  some  economic  incentives  for 
Tvatlon  movement.  We  are  In  favor  of  such  a  prt^ram  based  on  a 
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voIuDtaiT  commitment  by  the  land  owner  and  his  desire  to  be  an  elTectlve  con- 
servation systems  manager. 

Thank  you  for  the  opportunity  of  submitting  these  comments  on  the  effective- 
nesB  of  the  conservation  program  la  Colorado 


UuuBOLT,  Kaits..  Seplemtter  2S,  J97S. 
Chairman  Ed  Jones, 
Houte  Agriculture  Committee' t 
Subcommittee  on  Coniervation. 

De&b  CoNoaEBSUAN  Jones  :  Conservation  Is  important.  It  saves  our  soil  and 
water.  It  would  not  be  possible  to  export  the  billions  of  dollars  in  agricultnre 
commodities  If  farmers  had  not  carried  out  conservation  on  our  lands.  The 
production  would  not  have  been  there.  We  would  not  have  bed  the  production 
to  export,  to  pay  (or  the  billions  of  dollars  of  crude  oil  we  Import, 

My  farm  bad  many  gullies  In  the  cropland,  gullies  so  large  that  a  tractor 
could  not  cross  them  and  they  ivere  getting  Uirger  all  of  the  time.  With  ACP  cost 
share  funds  1  was  able  to  have  sod  waterways  and  terraces  built.  Without  these 
funds  I  could  not  have  afforded  them.  Needless  to  say  this  land  Is  now  well 
terraced,  Is  productive  land  and  something  I  am  proud  of.  This  productive  land 
Is  providing  food  for  us  all.  but  without  conservntion  it  would  have  been  100% 
non-productive  land,  better  known  as  go-back  land.  Conservation  has  been  a 
great  program.  Let's  Improve  on  it  and  keep  It  that  way. 

ACr  Is  doing  a  good  job  In  my  county.  We  have  170,000  acres  of  cropland  and 
the  county  has  an  annual  rainfall  of  40  Inehes  per  year.  During  tlie  past  12 
years  farmers  have  built  424  miles  of  terraces  In  my  county.  Without  cost  share 
many  farmers  could  not  have  financed  this  work.  Tbe  same  Is  brue  for  other 
needed  consenatlon  practices.  Conservation  In  my  county  Is  doing  a  good  Job. 
we  just  need  more  money,  not  less,  Tbe  amount  of  conservation  money  i^onld 
be  Increased  each  year  at  least  by  tbe  amount  of  the  cost  of  living.  Contractors 
rates  continue  to  go  up,  end  lesB  and  less  conservation  work  Is  done  because  tbe 
money  for  cost-sharing  does  not  go  as  far. 

County  Committees  should  liave  more  say  on  conservation  practices  to  be 
selected.  The  reason  I  recommend  this  Is  because  the  conservation  practices  In 
one  part  of  tbe  United  States  does  not  necessarily  fit  another  part,  and  so  the 
practices  needed  do  vary  by  area. 

I  think  a  Trust  Fund  to  provide  funds  for  basic  soil  and  water  conservation 
practices  would  be  good.  This  would  provide  a  source  of  revenue  to  do  needed 
conservation  work  on  our  soils,  to  protect  and  save  our  soil  for  the  future 
generations. 

Tbe  ACP  program  should  continue  to  be  administered  as  It  has  in  the  past 
with  ASC  county  ommlltee  administering  ibe  funds  and  SCS  doing  the  engineer 
work.  ECngloeering  iiractlce  designs  should  be  developed  In  consultation  with 
state  or  county  committees,  not  100  percent  by  engineers,  since  they  can  become 
sn  envolved  in  their  design  they  lose  sight  of  the  practical  iinrt  of  the  strncfures 
being  designed.  They  tend  to  develop  speolfl  fat  Ions  tbot  "kill"  a  pracMve,  be- 
cause of  such  tight  requirements  that  cannot  be  Justified  but  can  be  required  by 

■    I  am  a  farmer,  and  have  been  nil  of  my  life.  I  am  at  the  retirement  age,  but  I 
would  hope  that  throiiKh  these  hearings  a  good,  sound,  financed  ACP  program 
will  be  developed,  which  will  continue  to  carry  out  needed  conservation  on  onr 
land  through  ASC  County  Committee  System. 
Sincerely, 

Okvill  CBOtsAitT. 

OCTOBEB  1,  1979. 

To  Whom  It  May  Conckbn  r  My  wife  and  I  have  In  our  name  000  acres  of 
(arm  land,  normally  we  hnve  200  acres  In  gmln  crops  and  the  bnl'-ni'p  In  tame 
or  nntlve  grass.  We  have  o  herd  of  50  beef  cows  on  this  unit,  nnfl  until  last  year 
we  operated  It  ourselves.  preBe:itly  we  are  renting  out  part  of  the  crop  land. 

We  consider  oursel'es  conservation  minded  Americans.  Since  we  have  put 
this  unit  together  we  bnve  built  seven  stock  water  ponds,  terraced  lin  acreo. 
built  8  waterways,  and  seeded  100  acres  to  tame  grass.  Becently  we  purchased 
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120  acres  of  tbls  UDtt  and  conservation  practices  not  nlread;  established  are 
tuider  way  and  plans  are  to  complete  them. 

The  conservation  practices  on  this  unit  hare  substnntinllj-  all  been  done  under 
the  Agriculture  Conservation  Program  (ACP). 

ThiG  Is  a  unique  program  where  the  farmer  nud  Government  form  a  partuer- 
Bhip  in  carrying  out  needed  soil  and  water  conservation  practices.  With  tiie 
Technical  Services  performed  by  one  agency  and  administered  by  another.  To 
my  estimation  this  has  been  a  very  aatisfactoTy  arrangement  over  the  years,  and 
1  tremendous  amount  of  sound  conservation  hae  been  accomplished. 

There  Is  the  208  water  act  and  similar  programs  that  have  been  kicked  around. 
It  appears  to  me  we  have  too  much  duplication  in  government  programs  already. 
The  SOS  act  it  an  example. 

I  invite  those  responsible  to  take  a  look  at  what  it  bos  cost  since  the  208  act 
tms  been  brought  about  Just  e:iplorlng  Its  implement  at  ion.  The  amounts  in  man 
power  and  dollars  would  have  bought  a  lot  of  couservatiou  under  the  present 
program. 

Over  the  years  experience  has  proven  the  farmer  used  ACP  to  preserve  the 
vital  resources.  Rather  than  add  progiams,  why  not  improve  what  we  have. 
With  adequate  funding,  some  improvement,  more  teetli  In  requirements,  and 
beefing  up  personnel  if  ncL-essarj  would  be  a  simple  economical  way  of  getting 
the  job  done  with  what  we  have  in  ACP. 

The  present  program  could  he  broailened  very  easily  to  meet  the  needs  of  all 
farmers,  to  get  the  conservation  on  the  land,  that's  ideally  what  it's  all  about. 

I  would  suggest  a  ta\  of  some  sort  to  provide  n  part  of  the  needed  funds,  nnd 
some  Incentive  for  the  farmer  to  want  to  get  tlie  Joli  done  on  conservation.  After 
all  the  farmer  doesn't  own  the  land  he's  only  using  it  wliile  lie's  licre.  wliy  not 
let  more  of  the  people  who  are  enjoying  the  fruits  of  It  have  a  little  more  stake 
In  preserving  it  for  generations  to  come. 

In  closing  the  present  agencies  are  made  up  of  good  iteople.  However,  they 
spend  too  much  lime  and  money  tryinc  to  add  ifr<wrnnis  or  gain  control,  when 
Ihey  should  be  working  for  the  benefit  of  all  tlie  [leople,  in  trying  to  improve  the 
present  program  rather  than  create  new  ones. 

We  have  the  necessary  tools  to  do  the  Job  with,  why  not  use  them  to  the 
fullest  extent  in  getting  on  with  the  Job. 
Respectfullj*. 

Kenneth  Stockebhand. 


Mr.  Chairman  and  members  of  the  Subcommittee.  J  am  Jack  H.  Barton,  presi- 
dent of  the  Federal  Intermediate  Credit  Bank  of  Texas.  T  represent  more  than 
15.000  Texas  farmers  and  ranchers  who  borrow  their  yearly  money  requirements 
from  the  Production  Credit  Association  in  Texoa.  -innuall.v.  my  Bank  loans  almost 
$2  billion  to  Texas  farmers  and  ranchers  to  ensure  the  continuance  of  food  ond 
fiber  production  In  Texas. 

Sly  District  has  elected  to  support  100  percent  H.R.  4782  and  S.  1465,  the 
Farm  Credit  Act  Amendments  of  1979.  In  our  opinion,  this  legislation,  if  passed 
by  Congress,  n'ould  continue  to  allow  ihe  Farm  Credit  System  tn  do  what  Con- 
gress more  than  60  years  ago  Intended  the  System  to  do  and  thot  is  to  finance 
food  and  fiber  production  effectively  and  efficiently. 

It  Is  not  news  either  to  the  disttn^niished  members  of  this  Subcommittee  nor 
to  Congress  as  a  whole  that  agriculture  is  changing  and  changing  rapidly.  Con- 
sequently, it  is  imperative  that  the  Institutions  which  finance  aK^iculture  change 
also.  Almost  ten  years  have  passed  since  any  mojor  chonges  were  made  In  the 
lending  authorities  of  the  Farm  Credit  System. 

There  are  those  who  would  consider  the  changes  proposed  in  the  amendments 
to  the  Farm  Credit  Act  of  1971  as  major.  There  are  others  who  would  consider 
these  changes  as  minor  and  merely  a  clarification  and  n  broadening  of  the  Farm 
Credit  System  to  tlie  ex^ent  to  which  we  referred  previously— the  financing  of 
agriculture  as  it  Is  changing. 

There  are  those  special-Interest  organlaztions  that  would  seek  to  amend  the 
original  legislation  as  possed  by  Congress  in  1071  and  would  dilute  the  original 
Intent  of  that  legislation. 
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We  would  hope  that  our  present  Congress  would  not  elect  to  allow  theae 
amendments  or  deletions.  The  Farm  Credit  Act  of  1971.  as  amended,  aerved  the 
farmers  and  rancbers  of  the  nalioD  well  until  tbla  point  in  time.  To  dilute  tbe 
legislation  of  19T1  would  place  tbe  System  In  a  position  Of  starting  again  and  not 
recognizing  the  many  changes  that  took  place  In  agriculture  prior  to  1971,  and, 
consequently,  do  a  disaeivice  to  the  farmers  and  ranchers  who  feed  this  nation 
and  a  large  segment  of  the  world's  population. 

Ttiose  who  have  studied  and  are  aware  of  the  Farm  Credit  System  and  Ita 
history  for  tbe  past  60  years  know  tbat  It  represents  the  epltomy  in  farm  credlL 
There  are  few  people  anywhere  who  would  not  look  to  our  System  and  say  we 
hare  done  our  job  and  done  It  well.  We  have  done  this  job  without  cost  to  the 
taxpayer.  We  would  hope  tbat  those  who  would  challenge  our  legislation  or 
would  take  actions  which  would  amend  this  legislation  would  evaluate  our  Sys- 
tem today  and  agree.  We  would  hope  tbat  they  would  allow  ua  with  this  legisla- 
tion to  continue  to  do  our  job  and  do  It  well.  ag3in  without  cost  to  the  taxpayer. 

Gentlemen,  be  assured  Farm  Credit  only  gne.s  to  Congress  when:  (1)  It  needs 
a  change  in  tlie  law  to  serve  farmers,  ranchers,  and  cooperatives  more  effectively ; 
and  (2)  when  there  Is  broad  support  for  the  proposal  throughout  the  System  and 
throughout  agriculture  generally. 

We  ask  the  support  of  this  Subcommittee  on  behalf  of  the  Farm  Credit  System 
of  Texas  In  passing  tbe  Farm  Credit  Act  Amendments  of  1979,  H.R.  4T82. 


BESOLCnOR 

Whereas,  there  Is  pending  in  Confrress  legislation  to  amend  the  Farm  Credit 
Act  of  1971.  identlBed  in  the  House  of  Representativea  as  H.R.  4782  and  the 
Senate  version  S.  1463;  and 

Whereas,  the  introduction  of  this  legislation  was  the  result  or  long  study  and 
deliberation  by  numerous  committees  and  boards  that  involved  every  element 
of  the  Farm  Credit  System  :  and 

Whereas.  It  was  the  view  of  this  broad  spectrum  of  opinion  that  certain  legisla- 
tion was  necessary  to  carry  out  the  spirit  and  intent  of  the  Farm  Credit  Act  of 
1971; 

Now,  therefore  be  U  reantved.  That  the  Farm  Credit  Banks  of  Texas  commit 
tlieir  rull  suprort  to  the  passage  of  this  legislation  tbat  It  may  be  enacted  Into 
law.  unamended. 

Re  it  fiirtkT  rctnlved.  That  this  resolution  be  widely  distributed  and  that 
directors  and  employees  of  Bank*'  and  Associations  are  urged  to  support  this 
leglalation  both  as  entitles  and  as  Individuals. 


Farmer!!  as  producers  of  agrtcullurc  products  are,  as  a  whole,  engaged  In  the 
single  largest  business  In  America  today.  The  farmer,  through  bis  cooperative, 
markets  his  products  In  an  efficient  manner. 

Tlie  'oope  rat  Ives,  as  well  ns  the  f -rmera  are  not  in  a  positl^m  to  "pass  through" 
their  ever  increasing  cost  of  prodiictlon  and  operations  like  other  larger  corpTra- 
lions.  The  decreasing  profit  margina  at  the  cooiieratlve  level  is  brought  alMut  hy 
its  Inahlllt.v  to  marltet  In  world  trade  due  to  the  restrictions  by  law  Involving 
the  Ranks  for  Cooperatives  financing  of  export  huslnesa. 

On  tlie  other  hand,  the  large  corpornllonfi  engaged  In  exporttne:  of  farm  prod- 
ucts are  not  restrictive  to  the  degree  the  Banks  fcir  Cooperatives  are.  so  they 
enjoy  a  great  advantage  at  the  expense  of  the  farmers. 

The  favorable  change  In  tbe  regulntlons  or  law  to  allow  the  Banks  for  Co- 
operatives to  pnenge  In  esport  fln-nrlng  would  gre''tly  enhance  the  farmefs  In- 
come thereliy  allowlnc  blm  t'>  sta.v  In  business  and  contribute  more  to  the  United 
States  government  In  the  form  of  tB:i  dollars. 
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TlK  majorltr  of  cotton  product  in  Texas  (numlter  one  in  the  United  States) 
must  seek  export  markets.  Without  these  markets,  there  would  tie  catastrophic 
losses  tbroUKhout  the  state  and  for  supportive  indu-strles. 

On  twhalf  of  the  24,000  members  In  Teias  and  Oklahoma,  we  urge  sui^mrt 
of  the  leglslBtlon  in  allowing  tbe  Bank  for  Cooperatives  to  fuliy  engage  In 
export  flnancing  of  American  farm  products. 


Mr.  Chairman  and  members  of  the  Subcommittee.  I  am  Harold  L.  Teet,  Presi- 
dent of  Coastal  Bend  Production  Credit  Association  of  the  Texas  Farm  Credit 
Diatrlct.  Our  Association  has  assets  of  over  (35,000,000,  serves  eleven  counties 
In  Southern  Texas,  and  is  headquartered  in  Robstotm,  a  small,  rural  and  pre- 
dominantly agricultural  community.  The  Farm  Credit  System's  entry  into  the 
public  mcmey  market  to  secure  funds  Is  second  only  to  that  of  the  Federal  Oov- 
emment.  Moreover,  these  funds  presently  meet  one-third  of  the  Nation's  total 
agricultural  credit  needs.  I  appreciate  this  opportunity  to  present  this  Assoda- 
tton's  views  concerning  HR  4T82,  the  Farm  Credit  Act  Amendments  of  19T9  and 
wiah  to  thank  you  In  advance  for  your  time  and  interest  invested  in  agriculture. 

In  my  38  years  In  the  Farm  Credit  System  and  13  as  President  of  this  Asso- 
ciation I  have  seen  agrltrultural  productivity  Improve  dramatically.  Through 
the  farmer/rancher's  ingenuity,  state  universities  research,  and  creditors'  finan- 
cial nssiataiice  yields  are  higher  and  more  consistent,  fewer  man-hours  are  needed, 
and  the  quality  is  better. 

But,  while  production  techniques  have  shown  continued  Improvement  the  mar- 
ketlng  methods  have  changed  slowly.  Farmers  and  ranchers  also  continue  to 
sell  most  of  their  production  in  a  raw  state  l>efore  any  processing. 

Granted,  we  hare  been  financing  some  marketing/processing  facilities  but  with 
the  existing  SO  percent  through  put  requirement  our  service  In  this  area  has 
been  extremely  short.  Our  experience  Is  that  in  order  to  construct  an  economical 
gin.  gain  warehouse,  or  feed  lot  the  slie  is  such  that  most  operators  cannot  per- 
sonally utilize  SO  percent  of  the  capacity.  We  feel  confident  that  a  more  reason- 
able percentage  possibly  in  the  area  of  20  percent  would  permit  us  to  assist  the 
farmers,  ranchers  or  fishermen  In  expanding  their  development  beyond  Just  the 
produ'-tlon  stage.  HR  4TH2  grantx  lis  this  auHiorit.v  and  the  producer  access  to 
a  m°anB  which  would  help  give  him  the  profits  that  are  rightfully  bis. 

Other  areas  to  consider  are  credit  avallahlllty  from  other  sources  and  the  coat 
of  that  credit.  Our  position  on  the  first  point  Is  that  we  are  agricultural  credit 
specialiKts.  Our  45  year  history  Is  a  proven  one.  We  are  here  to  stay.  We  have 
confidence  in  the  viability  of  the  well  thought  out  marketing,  processing  facility 
Just  BR  we  do  in  a  good  farming,  ranching  or  fishing  operation.  Thla  conndence 
In  agriculture  and  our  proven  history  In  providing  a  service  we  hope  convinces 
you  we  are  woittiy  of  this  new  latitude. 

Besld  s  dependability  we  have  a  long  history  of  interest  rates  which  are  more 
than  Just  competitive.  Our  history  of  limited  loaaes  and  minimal  overhead  are 
sighted  as  the  reaROns.  As  you  are  probably  aware  we  are  and  have  a  coopera- 
tive spirit.  Our  only  profit  motives  are  to  develop  adequate  reserves  for  losses 
and  cspitBl  Btmctnre. 

As  I  have  tried  to  convey,  the  farmer,  rancher  and  producer  or  harvester  of 
aquatic  products  need  to  expand  their  experilse  substantially  beyond  the  pro- 
duction stage.  The  dependability  and  availability  of  credit  to  the  operator  for 
the  construction  and  operation  of  marketing  and  processing  facilities  has  been 
lacking.  We.  the  Production  Credit  Associations  and  Federal  Intermediate  Credit 
Bnnk  of  Texas  have  not  only  proven  that  we  have  credit  available  and  depend- 
able but  it  Is  at  a  rate  which  la  also  affordable.  Iliis  Is  an  area  which  has  hlB- 
toricall;  had  an  unsatisfied  credit  need  and  we  would  like  the  opportunity  to 
fill  this  void. 

What  I  hRveimid  may  appear  btnsed.  but  I  feel  confident  It  Is  shared  by  nil  the 
PCAs  and  Federal  Intermediate  Credit  Banks  across  the  country,  es  well  as  b; 
operators  who  have  either  dealt  with  PCAs  or  have  tried  to  dnd  satisfactory 
credit  for  their  marketing  or  processing  needs  elsewhere.  I  would  be  more  than 
happy  to  respond  to  any  questions  but  apologize  for  not  being  there  to  answer 
them  verbally. 


ly  Google 


„  Google 


FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AMENDMENTS 


WEDNXSBAT,  OCTOBKB  3,  1979 

House  of  REPRESENTA-nvEa, 
Subcommittee  on  Conservation  and  Credit 

or  THE   COMMriTEE  ON   AGRICULTURE, 

Aberdeen,  S.  Dak. 

The  subcommittee  met  at  9:30  a.m.  at  the  Sheraton  Motor  Inn, 
Aberdeen,  S.  Dak.  j  Hon.  Ed  Jones  of  Tennessee  {chairman  of  the  sub- 
committee) presiding. 

Present :  Representative  Daschle. 

Staff  present :  Robert  A.  Cashdollar,  Wayne  Fletcher,  and  Frank 
Winston. 

Mr.  Daschle  [acting  chairman].  I  want  to  welcome  all  of  you  to  this 
hearing;  of  the  Conservation  and  Credit  Subcommittee  of  the  House 
Committee  on  Agriculture.  I  want  to  take  this  opportunitj'  to  thank  the 
distinguished  chairman  of  this  subcommittee,  Ed  Jones,  of  Tennessee, 
for  agreeing  to  come  to  South  Dakota  to  hear  firsthand  from  South 
Dakotans  who  have  lived  and  worked  with  conservation,  and  many  of 
them  a  good  many  years.  To  my  knowle(^,  this  is  the  first  time  in  a 
long,  long  time  that  a  committee  of  the  HSuse  of  Representatives  has 
come  to  Aberdeen.  And  in  fact,  I  think  it  is  the  first  time  that  a  chair- 
man of  a  particular  committee  has  come  to  Aberdeen,  S.  Dak. 

Congressman  Jones,  for  those  of  you  who  don't  know  himj  is  a  stroi^ 
friend  of  conservation  and  conservation  programs  and  certamly  doesnx 
need  to  be  convinced  about  the  importance  of  programs  that  wo  will 
be  discussing  today.  However,  it  is  mv  hope  that  we,  as  members  of 
the  House  Agriculture  Committee,  will  be  able  to  take  the  information 
that  we  gather  back  to  Washington  to  our  colleagues  who  are  less  con- 
cerned aoout  conservation  but  are  interested  more  in  glamorous  pro- 
grams than  the  Great  Plains  conservation  program  and  the  agricul- 
tural conservation  program. 

Our  Nation's  ajfricultural  producers  retain  the  label  as  being  the 
most  efficient  producers  in  the  world.  The  need  for  wise  conservation 
practices  to  best  utilize  our  Nation's  cropland  is  apparent  if  projec- 
tions of  the  world's  population  liold  tnic  of  6  or  7  billion  by  the  year 
2000.  In  order  to  maintain  productivity  over  time,  soil  scientists 
estimate  an  annual  soil  loss  of  no  more  tlmn  5  tons  per  acre  in  deep 
soils  and  1  ton  per  acre  in  shallow  soils.  The  length  of  time  required 
to  regenerate  this  top  soil  rests  in  the  hundreds  of  years,  A  recent 
Government  Accounting  Office  study  sampled  farmers  and  in  10 
counties  located  in  8  States  to  evaluate  the  severity  of  soil  erosion  on 
their  land  as  well  as  to  determine  the  effectiveness  of  current  soil 
(187) 
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conservation  programs  dealing  with  this  erosion  problem;  88  percent 
of  the  farmers  in  the  GAO  sample  realized  an  annual  soil  loss  of 
more  than  5  tons  an  acre.  This  level  of  soil  erosion  is  the  maximum 
acceptable  level  which  could  occur  without  loss  of  productivity.  An 
Iowa  State  University  research  report  recently  indicated  that  today's 
fanners  are  annually  losing  through  water  erosion  an  average  of  12 
tons  per  acre  as  compared  to  the  1934  level  of  8  tons  per  acre.  This 
same  report  indicates  that  it  would  take  a  train  of  freight  cars  about 
633,000  miles  long  to  move  the  4  billion  tons  of  soil  that  is  the  annual 
loss  of  erosion  due  to  water;  a  train  long  enough  to  circle  the  Earth 
24  times. 

The  Federal  Government  on  various  occasions  has  attempted  to 
respond  to  this  need  through  the  enactment  of  several  widely  used 
conservation  programs,  and  among  those  are  the  conservation  opera- 
tions program,  the  agricultural  conservation  program,  the  Great 
Plains  conservation  program.  The  ACP  spent  nearly  $266  million 
nationwide  during  1978  to  encourage  soil  and  water  conservation 
practices  by  providing  cost-sharing  assistance.  Through  the  adminis- 
tration of  the  ASCS  local  county  committee,  the  Government  pays 
between  50  and  75  percent  of  approved  conservation  practices.  Nearly 
580,000  landowners  annually  receive  the  cost-sharing  payments  as  a 
result  of  performing  of  these  conservation  practices.  Although  we  will 
be  hearing  about  many  different  conservation  programs,  because  of 
the  impending  termination  date  of  the  Great  Plains  conservation 
program,  much  of  the  testimony  in  the  subcommittee  today  will  center 
around  this  program. 

I  want  to  apam  commend  the  chairman  of  our  committee  and  wel- 
come him  to  Aberdeen  and  turn  the  program  over  to  him. 

Mr,  .ToxES  of  Tennessee.  Thank  you  very  much,  Tom.  And  let  me 
say  to  you  that  I  am  delighted  to  have  the  privilege  of  coming  to  your 
congressional  district  for  the  purpose  of  holding  this  hearing  on  the 
Farm  Credit  Act  and  also  the  Great  Plains  conservation  program 
that  we  hope  to  continue  as  far  as  the  Great  Plains  is  concerned  and 
to  develop  as  far  as  conservation  is  concerned. 

I  want  to  say  to  you  people  that  we  appreciate  Tom  Daschle  veir 
much  on  the  full  Agriculture  Committee.  He  has  made  a  good  contri- 
bution to  the  work  that  has  been  done  there.  We  have  had  a  very,  very 
busy  season  since  he  hna  been  there.  And  I  think  that  you  folks  out 
here  don't  need  for  me  to  tell  you,  but  I  do  want  you  to  know  how  we 
feel  about  him  there  because  I  know  how  you  feel.  But  he  has  done  a 
good  job  and,  Tom.  I  can't  say  too  much  for  you  as  far  as  Coneerva- 
tion  and  Credit  Subcommittee  is  concerned,  because  you  have  been  a 
contributing  factor  there.  We  have  had  lots  of  work  to  do  in  the  96th 
Congress  and  we  have  been  very  busy.  He  is  good  at  attending  the 
meetings  and  participating  in  the  programs  that  we  always  are  con- 
fronted with. 

But  I  am,  as  chairman  of  the  committee,  delighted  to  get  to  come  out 
here  and  we  feel  that  we  can  get  some  facts  from  you  people  by  coming 
to  Aberdeen  that  we  cannot  obtain  wlien  we  hear  you  in  Washiiiffton. 
We  feel  that  we  need  both.  And  we  also  like  to  do  this  first  and  then 
have  a  final  hearing  in  Washington  for  some  of  the  {)eople  there  who 
want  to  testify. 
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I  want  to  introduce  the  staff  that  is  with  me  today  who  works  for  our 
subcommittee.  Bob  Oashdollar  is  my  staff  on  the  Conservation  Sub- 
committee. Frank  Winston  is  on  the  minority  staff  on  the  full  commit- 
tee. Wayne  Fleteher  is  the  minority  staff  on  the  Subcommittee  on  Con- 
servation and  Credit,  Our  ranking  subcommittee  member  is  Congress- 
man  Ed  Madigan  of  Illinois  and  he  is  directly  responsible  to  Ed  for 
much  of  the  work  that  he  does. 

We  are  going  to  move  on  and  hear  the  witnesses  as  they  appear  as 
Tom  has  tliem  outlined.  Let  me  say  to  the  witnesses,  that  we  want  you 
to  be  free  to  act  just  like  you  want  to.  We  are  no  special  people.  We  ]ust 
happen  to  be  here  in  front  of  you  today  for  the  purpose  of  listening 
to  you.  So  we  don't  want  to  see  you  frightened  or  embarrassed  or  any 
problem  like  that  at  all.  Just  talk  to  us  like  you  were  out  on  the  farm 
orsomewhereelse,  as  informally  as  you  would  like.  If  your  testimony  is 
written  and  you  want  to  read  it,  tliat  is  well  and  good.  If  you  prefer 
to  stunmarize  it,  you  may  do  that  and  we  will  still  make  your  written 
testimony  a  part  of  the  record.  You  may  do  it  either  way.  We  are  going 
to  move  as  fast  as  we  possibly  can,  and  when  we  have  heard  all  the 
witnesses  this  morning,  we  will  then  call  all  of  you  back  to  the  micro- 
phone and  there  may  Be  a  few  questions  that  Tom  and  I  would  like  to 
ask  you.  But  we  will  not  ask  you  any  questions  while  you  are  testify- 
ing. We  will  just  do  it  all  collectively.  We  feel  like  this  is  the  l)e.st  way 
to  do  it.  We  think  that  it  is  a  little  easier  for  the  witnesses  to  do  it  that 
way,  and  we  know  that  you  save  some  time. 

Tom,  if  you  want  to  take  over  and  call  your  first  witness,  we  will 
move  on, 

Mr.  Dabchle.  Mr.  Chairman,  the  first  witness  is  a  State  legislator 
from  Brown  County.  He  is  the  minority  leader  in  the  State  House 
of  Representatives.  He  has  long  been  probably  one  of  the  most  success- 
ful farmers  in  the  northeastern  part  of  the  State.  He  certainly  needs 
no  introduction  here  in  this  area.  His  name  is  Lars  Herseth,  and  with 
that.  T  will  bring  Lars  to  the  podium. 

Mr.  Herseth,  Chairman  Jones,  Congressman  Darschle,  as  a  repre- 
sentative of  Brown  County,  I  would  like  to  thank  you  for  holding  this 
subcommittee  hearing  in  Aberdeen  and  in  Brown  County. 

STATEHEirr  OF  B.  LARS  HERSETH,  STATE  REFRESENTATITE, 
HOiraHTON,  S.  DAE. 

Mr.  HxRSETR.  I  think  it  indicative  that  in  this  area  of  the  Oreat 
Plains  that  the  programs  that  we  will  be  testifying  about.  I  would 
believe  we  arc  almost  unanimously  in  support  of.  And  as  far  as  con- 
servation goes,  that  this  area  is  one  that  uses  those  programs,  whether 
they  be  through  the  Great  Plains  program  or  the  agricultural  con- 
servation program. 

I  know  in  Tom's  introduction  of  me,  if  I  were  here  this  afternoon 
and  my  banker  testifying  in  the  line  of  credit,  that  he  would  probably 
have  some  other  remarks  to  add  to  that  introduction.  I  am  certain 
that  the  problems  relating  to  conservation  in  South  Dakota  will  be 
well  documented  and  are  well  documented  even  with  the  introduction 
of  Congressman  Daschle's  amendment.  But  I  think  it  docs  not  take 
one  traveling  through  South  Dakota  long  to  realize  that  those  problems 
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that  we  have  here  in  the  State  are  with  us  today  and  becoming  prob- 
ably increasingly  devastating  to  the  soils  in  our  State.  We  Took  at 
shelter  belts  that  were  put  in  during  the  1930's  and  after  the  1930'b 
that  are  now  deteiiorating  in  nature.  We  took  at  those  in  my  partic- 
ular area,  and  I  farm  and  ranch  north  and  east  of  Aberdeen  in  a  very 
sandy  soil  complex,  and  during  the  19S0's  it  was  hard  to  see  across 
from  the  house  to  the  bam,  a  distance  of  maybe  100  yards.  In  1975  and 
1976  we  had  other  days  like  that.  And,  of  course,  we  went  through 
a  drought  period  that  was  comparable  to  the  1930's.  I  think  the  con- 
sequences of  the  1975  and  1976  drought  were  not  as  severe  due  to 
conservation  practices  that  farmers  have  sometimes  on  their  own  taken 
and  nut  into  practice,  and  also  through  cost  sharing  programs  spon- 
sorea  by  the  Federal  Government. 

I  look  at  the  shelter  belts  that  we  have  today  deteriorating  and  need- 
ing funds  available  to  not  only  renovate,  but  to  put  in  more  shelter 
belt  areas.  We  see  too  many  shelter  belts,  in  my  opinion,  being  taken 
out  when  they  have  gotten  to  the  deteriorating  state.  We  see  some  that 
are  not  in  that  state,  but  good  shelter  belts  bemg  taken  out  for  irriga- 
tion purposes.  And  I  think  that  some  times  in  our  programs  we  should 
look  at  some  perhaps  mandatory  regulation  that  if  one  takes  a  shelter 
belt  out  that— not  to  prohibit  him  from  doing  that,  but  maybe  to  also 
replace  that  conservation  practice. 

We  look  at  a  lot  of  the  problems  in  South  Dakota  as  a  result  of 
a  price  increase  in  197.3  and  1974  in  wheat  specifically  and  in  other 
feed  grains  and  food  grains.  We  saw  at  that  time  a  lot  of  land  that 
had  been  in  grass  in  South  Dakota,  and  probably  should  be  in  grass 
in  South  Dakota  because  it's  very  marginal  farmland,  broken  up  at 
that  time.  We  saw  not  only  that  land  that  is  marginal  due  to  rainfall 
and  quality  of  the  soil,  but  also  land  that  because  of  the  steepness 
of  the  grade  should  never  have  been  broken.  And  now  we  are  iFaced 
with  the  fact  that  taxpayers  down  the  line  fund  the  recovering  of 
that  soil  back  to  productive  grasses,  either  that  or  having  it  wash 
away. 

And  I  know  that  on  a  State  level  sometimes  I  have  pioblems  in  not 
wanting  some  government  involvement  telling  mo  or  my  fellow  South 
Dakotans  what  to  do  with  our  land.  But  I  think  when  we,  as  individ- 
uals, are  starting  to  do  practices  and  incorporate  practices  in  our  tillage 
programs  that  are  detrimental  that  will  have  to  be  recovei-ed  by  tax- 
payers' dollars  in  future  generations,  that  we  |)erhaps  need  some  man- 
datory guidelines  as  to  agricultural  use.  The  (>r(Jjlems,  of  course,  with 
that  nms  into  flexibility  in  Goieminent  programs,  Government  pro- 
grams written  in  Washington  covering  areas  of  not  only  the  Great 
Plains,  but  for  both  coasts.  And  certainly  sitiiations  are  different  on 
the  east  coast  or  the  west  coast  than  they  are  in  the  Great  Plains  region 
as  they  are  different  between  Xoi-th  Dakota  and  South  Dakota,  And 
that  is  sometimes  our  problem  in  workino;  with  those  type  of  pi-ograms, 

I  think  we  have  to  look  somewhat  at  the  philosophy  of  conservation. 
And  I  know  mv  preceding  remarks  may  be  somewhat  tough  on  the 
individual  who  has  been  oi)ei-ating  the  land.  And  yet,  at  the  same  time, 
T  think  we  have  to  realize  that  the  best  conservationist  without  any 
doubt  at  any  time,  whether  it  were  dollars  or  other  incentive-ty|>e  pro- 
gi-ams,  the  best  conservationists  we  have  had  throughout  our  agricul- 
tural history  has  been  the  farmer.  He  has  put  into  practice  many  times 
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things  to  save  his  soil  that  benefited  other  generations.  But  it's  much 
easier  for  that  farmer  or  tenant  of  tlie  land  to  put  into  practice  con- 
servation practices  tliat  give  him  immediate  results.  It's  a  lot  liai-der 
for  him  to  put  into  practice  conser\ation  methods  and  progiams  that 
probably  will  not  benefit  liim. 

I  have  a  fellow  that  woi'ks  for  me  and  he  is  about  66  years  old  and 
thinking  somewhat  of  retii'ing.  But  he-  has  always  got  a  few  little 
stories.  And  one  of  them,  he  says,  you  know,  I  nave  planted  a  lot 
of  trees  in  my  life  and  he  says,  you  know,  most  of  those  yet  will 
never  get  big  enough  for  me  to  ever  sit  in  the  shade.  And  I  think  that 
is  what  we  are  looking  at.  We  arc  looking  at  putting  in  long-term 
programs  that  don't  benefit  inunediately  that  tenant  or  owner  of  that 
limd  for  10  or  12  yeai-s  and  they  will  benefit  succeeding  generations. 
And,  of  course,  that  is  the  purpose  and  that  is  the  substantive  evidence 
I  think  in  Government  involvement  in  conversation  practices. 

And  I  certainly  commend  Congressman  Dasclile  on  his  amendment 
to  extend  the  Great  Plains  conservation  program  and  to  up  its  limits. 
IJrown  County,  I  believe,  has  only  about  26  participants.  But  I  think 
this  is  one  of  the  areas  that  we  liave  to  be  careful  in,  not  only  on  a 
Federal  level,  but  on  a  State  level,  and  that  is  overlapping  progiams 
administered  by  diH'erent  agencies.  We  have  the  Gieat  Plains  pi'ogram 
lliat  is  somewhat  similar  to  the  agricultural  conservation  piogram 
administered — one  through  the  ASCS  and  one  through  the  SCS  office. 
There  are  differences,  and  the  biggest  difference,  of  course,  is  that  one 
under  the  Gi"eat  Plains  pi-ogram  brings  the  whole  faini  imit  under 
conservation  i>ractices  and  it's  a  long-term  plan;  whei-eas  through  the 
ASCS  office  and  agi'icultural  conservation  program  it's  kind  of  hit 
and  miss,  you  know.  And  whether  you  dig  out  this  year  or  whether 
you  seed  20  aci-es  or  what,  it  isn't  a  long  plan. 

So  I  certainly  see  the  need  for  both  those  types  of  programs.  Wien 
I  talk  to  individuals  I  represent  in  South  Dakota,  the  general  public 
sometimes  becomes  confused  as  to  wliere  all  the  piograms  are  and  who's 
administering  all  the  programs  and  the  i-edta])e  to  go  f lom  one  area  to 
another  area  and  through  jurisdictions  fi-om  Federal  to  State  to  local 
povemment.  I  think  we  should  look  at  increasing  funding  and  perhaps 
trying  to  put  more  incentives  in  these  programs  to  participate  in  the 
long-term  programs. 

I  look  at  that,  and  I  will  give  an  example  as  to  why  we  look  to  the 
Federal  Government  for  those  incentives.  Two  years  ago  I  introduced 
a  bill  in  the  South  Dakota  Ijegislature.  It  was  not  very  ambitious  in 
nature,  but  it  was  to  give  a  tax  credit  for  land  that  was  taken  out  of 
production  to  he  put  into  a  shelter  belt.  And  yet,  the  State  had  a  limited 
financing  situation  and  through  administrative  policies,  being  that  we 
were  taking  revenue  basically  from  local  government  trying  to  sup- 
plant them  with  revenues  from  State  government,  through  tliose  com- 
plexities the  bill  was  not  successful.  We  can  look  at  that  as  an  area 
maybe  for  Federal  Government  to  give  incentives,  maybe  in  the  tax 
area. 

This  goes  I)eyond  just  giving  a  cost  share  to  the  program.  It  goes 
to  giving  them  some  long-term  incentives.  A  farmer  takes  10  acres  of 
good,  tillable,  productive  land  out  of  production,  pays  taxes  on  it  every 
year,  puts  it  into  a  ti-ce  belt,  tends  that  tree  belt  for  .I  or  6  years  and  it% 
maybe  8  to  12  years  before  the  benefits  are  starting  to  be  received. 
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And  by  that  time  lie  lias  a  considerable  investment,  even  though  there 
was  a  cost  share  on  planting  tliosc  ti-ees.  Pi-obably  it  is  a  sncceeding 
generation  that  will  benefit  most,  and  that  is  right.  I  believe  in  that 
philosophy.  But  wliat  we  need  to  do  is  create  a  bigger  incentive  for 
ihat  orijrinal  land  tenant  owner  to  put  those  practices  into  effect- 
Sometimes  when  I  go  tliroiigh  the  programs  I  believe  basically  in 
most  of  tliem  and  yet  I  tliink  I  would  concentrate  in  certain  areas  that 
are  the  long-term  conservation  practices.  I  look  at  some  of  them  tliat — 
and  I  am  not  anti-irrigation,  but  I  sometimes  look  at  those  in  irrigation 
as  a  short-term  {^ain  to  the  irrigator,  and  we  maybe  do  not  look  at 
focusing  any  Federal  dollars  to  developing  irrigation  under  the  guise 
of  conservation.  And  I  look  at  that  as  more  of  a  short-term  goal  and 
not  a  long-term  goal.  And  if  we  need  aid  in  that  area,  then  it  should 
perliops  come  from  another  entity  or  a  ditferont  program. 

I  think  the  No.  1  incentive  "that  I  look  at  in  programs  that  I 
consider  for  my  ranch  is  that  of  tlie  flexibility  and  local  administra- 
tion of  the  program.  Flexibility  in  administration  of  that  program 
is,  I  think,  the  No.  1  incentive  that  will  get  more  landowners  and 
tenants  interested  in  conren-ation  progiams.  If  there  is  flexibility  to 
handle  differing  economic  situations  and  differing  years  as  far  aa 
moisture  from  one  year  to  the  next,  and  we  perhaps  ait  in  a  different 
situation  in  Illinois  or  in  Iowa  where  it's  hardly  known  sometimes 
what  drought  is.  AVe  go  fiom  one  extreme  to  the  other.  And  because 
of  that  practices  would  vary  from  one  year  to  the  next  as  to  the  amount 
of  grazing,  seed  bed  preparation  in  those  areas.  And  that  is  why 
the  administration  needs  to  be  on  the  local  level  and  flexible  to  get  the 
participant  willing  to  participate  in  that  program. 

I  would  again  like  to  commend  both  of  you  for  holding  this  siilrcom- 
mittee  hearing  in  Alierdeen,  and  I  am  sure  that  the  one  on  credit  this 
afternoon  will  be  veiy  interesting  and  I  hope  that  I  can  stay  for  at 
least  a  part  of  it  again.  Again,  I  tliank  you  lor  asking  me  to  m  a  part 
of  this  testimony. 

Mr.  Daschle.  Thank  you  very  much.  Lars,  We  will,  as  Ed  said 
earlier,  have  some  questions  a  little  bit  later  on  in  this  hearing. 

I  would  like  to  bring  up  now  the  director  of  the  Division  of  Con- 
servation of  the  Soulh  Dakota  Department  of  Aarriculture,  Mr.  Keith 
Hamer,  and  he  will  l>p  testifying  hi  a  panel  with  Wilbert  Blumhardt 
of  Bowdle,  chairman  of  the  State  conservation  commission.  If  those 
two  gentlemen  are  here  at  this  time,  we  will  take  your  testimony. 
Keith  and  Wilbert,  we  are  delighted  to  have  you  appear  before  the 
committee  this  morning.  I  know  that  Keith  is  here  with  a  statement 
from  the  Governor. 

STATEMENT  OF  KEITH  L.  HARlfEB,  DIRECTOR,  DIVISION  OF  COR- 
SERVATIOK,  SOUTH  DAKOTA  DEPARTMENT  OF  AORICHLTHBE, 
REPRESENTINa  GOV.  WIIXIAH  7AHKI0W;  ACCOHFAHIED  BT 
WUBEKT  BLUMHARDT,  CHAntMAN,  STATE  CONSERVATIOH 
COMMITTEE 

Mr.  Hahneh.  Thank  vou  very  much.  Congressman  Dasrh'e,  and  I 
am  vei->'  pleased  to  be  liere.  Iiefore  you  and  Congressman  Jones  and 
happy  to  present  this  statement  on  behalf  of  the  Governor,  It  is  rather 
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short.  If  you  will  indulge  me,  I  would  like  to  read  it  into  the  lacord 
lor  you.  This  is  a  statement  by  Gov.  William  Janklow  with  the  con- 
currence of  the  secretary  of  the  department  of  agriculture,  Cluit 
Koberts.  I  will  read  the  statement. 

At  pntJlic  meetlngB  held  In  the  state  pursuant  to  the  Federal  TUsource  Con- 
servation Act.  South  Dakotans  identitled  the  following  major  concerns:  (1)  Soil 
eroKion  :  (2)  Food  unil  fiber  production;  (3)  Water  supjily;  (4)  Water  manage- 
ment; and  (5)  Land  use.  I  Lelieve  these  concerns  are  valid  because  agriculture 
iB  by  far  tbe  leading  industry  in  Soutli  Dakota  and  because  our  soil  and  water 
resources  are  tbe  base  for  chat  agrkultural  industry. 

Without  pri^ier  conservation  of  our  soil  and  water  resources,  our  agricultural 
indnstr;  can  soon  be  in  serious  trouble.  This  is  particularly  true  tor  soil  becau!» 
Mil  for  all  practical  purposes  is  a  nonrenewable  resource  and  because  our  soil  In 
South  Dakota  is  relaiively  thlu  due  to  the  nature  of  our  climate.  Perhaps  It  is 
valid  to  say  for  the  reasons  inst  given  that  conservation  on  our  soil  resources  l.s 
moFL-  important  for  South  Dakota  than  It  is  tor  many  of  the  other  states,  and 
liecause  this  state  is  in  the  nation's  breadbasket,  conservation  of  our  soil  Is  Im- 
portant for  the  nation,  even  though  South  Dakota  is  often  overlooked  in  the 
uatiooal  scheme  of  things  because  of  our  low  population. 

The  five  concerns  identified  by  tbe  public  are  actually  quite  interrelated.  Soil 
ertwlon,  water  supply  and  management  and  land  use  all  affect  food  and  fiber 
{iroducticw.  Land  use  and  soil  erosion  affect  water  supply  and  water  management. 
Soil  eroslcin  is  a  problem  in  South  Dakota.  We  have  vast  areas  where  geologic 
or  natural  erosion  occurs.  The  erosion  from  these  areas  can  be  greatly  accelerated 
by  man's  activities.  These  areas  include  our  Badlands  or  our  river  banks  area?^. 
However,  we  also  had  erosion  from  other  areas  where  the  soils  are  better,  but 
which  are  not  being  used  and  treated  properly. 

The  concern  about  soil  eroe^ion  and  its  attendant  problems  is  nothing  new  in 
South  Dakota.  It  has  led  to  the  formaiion  since  193T  of  some  conservation  dis- 
tricts within  every  county  in  the  state.  It  led  to  the  formation  ot  a  Conservation 
Commission  and  a  small  staff  at  the  state  level.  It  has  led  to  some  local  funding 
of  Conservation  District  activities  by  counties  which  amounted  to  about  $289,000 
last  year.  It  has  led  to  the  application  of  conservation  practices  by  thousands  of 
our  farmers  and  ranchers.  I(  lias  also  led  to  tbe  adoption  of  soil  loss  standards 
l>y  most  of  our  Conservation  Districts. 

These  things  that  have  happened  for  natural  resource  conservation  have  had  a 
great  deal  of  assistance  from  the  federal  level.  We  have  had  federal  agencies 
supplying  technical,  educational  and  financial  help  through  loans  aud  cost  shar- 
ing. The  inspiration  for  conservation  work  has  often  come  from  dedicated  fed- 
eral employees. 

A  great  deal  has  been  accomplished  in  soil  and  water  conservation  in  the  last 
30  years  or  so.  However,  unfortunately  we  have  some  negative  forces  at  work. 
e^»ccially  In  tbe  last  few  years.  We  believe  we  see  a  low  priority  given  to  soil 
and  water  conservation  by  the  federal  government.  We  have  seen  a  decrease  in 
federal  technical  assistance,  and  cost  share  assistance  has  not  kept  np  with 
inflation,  A  major  coucem  Is  that  the  federal  government  is  apparently  reducing 
its  help  because  nonfederal  activity  Is  Increasing.  Yet,  we  l)elieve  the  activity  of 
all  ccHicerned  should  he  maintained  at  levels  appropriate  to  the  seriousness  of 
the  problem. 

We  in  South  Dakota  are  concerned  about  negative  forces  at  work  on  the  local 
programs  at  all  levels  will  place  a  high  priority  on  national  resource  conserva- 
tii-n  of  grasslands  to  croplands  which  all  too  often  is  not  suitable  for  long-term 
nse  as  cropland.  I  believe  there  are  a  number  of  factors  behind  this  situation. 
farmers  and  ranchers  sometimes  lose  sight  of  the  seriousness  of  the  problems. 
Economic  pressures  tend  to  crowd  the  issue.  Thia  can  lead  to  poor  land  use  and 
InsnfBcient  use  of  good  practices.  It  can  even  lead  to  the  destruction  of  practices 
that  have  already  been  established.  New  technology  such  as  approved  drop  variety 
and  fertilizer  terd  to  cover  the  loss  of  productivity  caused  by  soil  erosion.  Some 
Of  our  newer  farmers  and  ranchers  may  not  have  lived  through  times  when  the 
results  of  soil  erosion  were  most  obvious  and  they  need  training  and  Information 
on  tbe  dangers  of  soil  erosion. 

In  view  of  this,  I  would  have  a  few  comments.  I  would  hope  that  governmental 
]nt>gTsms  at  all  levels  will  place  a  hl^  priority  on  national  resource  conaerva- 
Uon.  I  do  not  mean  this  in  the  sense  of  locking  up  the  resources.  I  believe  tbey 
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sbould  be  used  In  a  way  to  maintain  the  prodoctlvlty  of  onr  soil  for  all  genera- 
tions of  people.  I  know  there  are  budgetary  constraints  at  all  levels  of  govern- 
ment, but  by  placing  a  high  priority  on  soil  conservation  I  tblnk  we  can  devise 
programs  that  can  be  effective  within  those  constraints. 

I  believe  governmental  programs  should  speclflcally  foster  the  idea  of  good 
Koil  Ktewardsblp  and  the  need  for  permanent  conservation  praeticea  I  think  there 
nbould  he  some  cost  share  programs  to  protect  the  public's  interest  in  soil  coir 
servatlon.  If  these  are  connected  with  long-term  contracts  It  should  h^ 
emphasize  the  need  for  permanent  practices.  It  may  even  be  necessary  to 
develop  a  repayment  of  cost  shares  where  practices  are  discrounted  short  of 
Iheir  normal  life  aran.  I  think  the  government  assistance  through  loans  and  other 
programs  should  be  analyzed  to,  one,  minimize  the  economic  pressures  to  use  land 
for  purposes  for  which  it  is  not  suited :  two,  provide  incentives  whenever  pos.«lble 
to  encourage  the  use  of  good  conservation  practices;  and  three,  to  recognise  those 
farmers  and  ranchers  who  do  practice  good  soil  stewardship  for  their  natural 
resources. 

In  summary,  all  levels  of  government  should  place  a  high  priority  on  pro- 
grams to  encourage  the  wise  use  and  conservation  of  our  soil  and  water  resnurces. 
This  should  result  In  a  partnership  of  the  public  and  landowners  and  operators, 
a  partnership  dedicated  to  the  permanent  productive  land  tor  the  use  of  all 
generations  of  Americans.  Thank  you. 
It's  signed  by  Gov.  William  Janklow. 

Mr.  Daschle,  Thank  you,  Keith.  Wilbert,  do  you  have  a  statement! 
Mr.  Blumhahdt.  Yes;  Congressman  Daschle,  I  have  a  prepared 
statement.  It  isn't  too  lengthy  and  I  would  like  to  read  it  into  the 
record.  Also  I  have  copies  of  a  statement  from  the  North  Dakota 
Association  of  Soil  Conservation  Districts.  Their  president  talked  to 
me  the  other  day  and  wanted  to  know  whether  I  would  bring  this  in 
and  present  it  to  you.  Since  they  are  in  the  middle  of  harvest  up  there, 
he  just  absolutely  couldn't  get  away. 

Now,  Congressman  Jones,  before  I  go  into  my  statement  here,  I 
would  like  to  say  that  3  weeks  ago  today  I  was  in  your  State,  in  the 
western  part  of  Tennessee.  We  were  on  a  field  review  of  soil  and  water 
conservation  practices  and  things  of  that  nature,  and  we  did  get  in  on 
the  tail  end  of  Frederick.  So  wo  did  see  a  lot  of  grain.  I  have  a  per- 
sonal friend  in  the  town  of  Somerville,  I  am  sure  you  are  acquainted 
with,  John  Wilder.  I  have  enjoyed  working  with  him  for  a  number 
of  years. 

Mr.  Jones  of  Tennessee.  Well,  let  me  say  this,  Wilbert,  that  we 
appreciate  the  fact  that  you  were  there.  John  Wilder  is  one  of  our 
outstanding  conservationists  of  all  times,  I  think  he  served  more 
terms  as  president  of  NACD  than  any  othor  person.  He  is  now  our 
Lieutenant  Governor  of  Tennessee.  I  represent  the  area  you  were  in. 
T  am  sorry  I  wasn't  there. 

Mr.  Bldmhardt.  It  was  an  eye-opener  to  me.  It  broadened  my 
horizons  since  your  problems  are  entirely  different  than  outs.  T  would 
like  to  have  some  of  your  problems  in  the  fact  they  tell  me  yonr 
normal  rainfall  is  about  50  inches.  I  will  take  half  of  that  and  be 
very  happy.  I  have  a  written  statement  here  and  T  will  read  it. 

STATEMEHT    OF    WILBEET    BLUHHAADT,    CHAIKHAN,    SOUTH 
DAKOTA  STATE  CONSERVATION  COUHISSION,  BOWDIE,  S.  DAX. 

Mr.  BLrMTTARDT.  Mv  nnme  is  Wilbert  Blumhardt.  I  am  a  farmer 
in  Edmunds  County.  S.  Dak.,  a  conservation  district  supervisor  in 
Edmunds  Countv  and  Chairman  of  the  South  Dakota  State  Conser- 
vation Commission. 
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I  want  to  express  my  appreciation  to  the  chairman  and  the  rest  of 
the  committee  for  holding  this  hearing  in  South  Dakota  and  for  the 
opportunity  to  present  a  few  of  my  views. 

I  will  start  by  stating  my  great  concom  over  the  i-eduction  of  tech- 
nical assistance  available  from  the  Soil  Conservation  Service  due  to 
a  cutback  in  manpower.  First  and  foremost,  we  need  trained  tech- 
nicians to  assist  fanners  and  ranchers  with  their  conservation  plan- 
ning. Much  of  the  planning  and  assistance  deals  with  non-cost  shared 
items.  The  reduction  of  manpower  also  has  an  adverse  effect  on  the 
soil  survey  program.  In  South  Dakota,  we  have  an  active  soil  sur- 
vey program,  which  involves  both  county  and  State.  This  cooperation 
of  local,  State,  and  Federal  has  made  it  possible  for  the  SCS  to  set 
a  completion  date  of  1986  instead  of  sometime  after  the  year  2000. 
Needless  to  say.  these  soil  surveys  are  necessarj-  for  sound  conserva- 
tion planning.  However,  these  soil  surveys  are  just  as  important  to 
planners  outside  of  agriculture,  so  almost  everyone  benefits, 

When  we  talk  about  appKing  conservation  on  flie  land,  one  of  the 
most  effective  tools  has  been  the  Great  Plains  Conservation  program. 
Not  only  is  it  effective,  but  it  is  also  efficient  since  it  involves  a  total 
plan  on  a  unit  and  provides  for  the  application  of  many  non-cost 
shared  items. 

As  a  farmer,  I  had  one  of  the  first  Great  Plains  contracts  in 
Edmunds  County.  It  has  been  completed  for  a  number  of  years  now, 
but  I  have  maintained  the  practices  to  this  date.  I  ^less  I  would  have 
to  say  the  payoff  came  during  the  drought  of  197fi.  We  were  able  to 
keep  our  cow -call  operation  intact  without  any  Federal  assistance. 

As  a  supervisor  on  the  Edmunds  County  Conservation  District 
Board.  I  am  involved  in  the  review  and  approval  of  every  contract 
that  is  written  in  Edmunds  County.  Probably  the  most  gratifying 
part  of  this  is  the  large  [xirtion  of  the  contracts  that  involve  non-cost 
shared  items.  Tlie  operators  that  enter  into  these  contracts  certainly 
indicate  that  they  are  tnily  interested  in  applying  conservation  on 
their  units. 

As  a  member  of  the  State  Conservation  Commission,  my  concern 
is  for  the  entire  State.  Even  though  a  tier  of  counties  along  our  east- 
em  boundary-  are  not  at  present  in  the  Great  Plains  Conservation 
program.  I  liave  great  hopes  that  soon  all  of  the  State  will  be  eli- 
gible for  this  program.  In  1976.  at  the  request  of  Governor  Kneip, 
the  SCS  did  an  evaluation  of  tl;e  Gi-eat  Plains  Conservation  pro- 
gram and  its  effectiveness  against  drought.  The  figures  were  quite 
gratifying;  and.  in  the  interest  of  time,  I  am  attaching  a  summary 
of  that  report  to  this  statement. 

Although  I  have  only  mrntioned  the  Gi-eat  Plains  consenation 
program,  I  would  like  to  add  (hat  other  conservation  prc^i-ams  are 
also  being  used  effectively  in  South  Dakota. 

I  believe  that  it  is  imperative  that  every  man.  woman  and  child 
in  this  Nation  realize  tliat  they  have  a  stake  in  the  conservation  of 
our  basic  renewable  natural  resources.  From  thes?  resources  come 
our  food  and  fiber.  They  help  to  set  our  standard  of  living  and  they 
generate  a  big  share  of  the  new  wealth  that  sustains  this  Nation. 

If  evert'  parcel  of  land  is  used  within  its  capabibilities.  it  will 
sustain  itself  perpetually.  Historv'  sltows  that  nation  after  nation  had 
fallen  primarily  because  their  resources  were  abused  to  the  point 
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where  they  would  no — would  not  renew  themselves.  Let  us  learn 
from  the  mistakes  of  others. 

In  closing,  let  me  state  a  few  of  the  points  I  was  trying  to  make: 
Instead  of  cutting  the  manpower  of  the  SCS,  it  should  be  increased 
so  that  tlie  demands  for  technical  assistance  can  be  met.  We  should 
develop  a  program  similar  to  the  Great  Plains  Conservation  pro- 
gram that  can  be  used  all  over  the  Nation  with  cost-share  and  other 
incentives  so  that  we  can  continue  oui- — to  have  voluntary  conserva- 
tion on  private  lands. 

It  is  easier  and  cheaper  to  take  care  of  our  rraiewable  natural 
resources  now  tlian  to  let  them  deteriorate  to  the  point  of  crisis. 

I  do  thank  you  for  the  opportunity  to  share  a  few  of  my  concerns 
with  you. 

[The  attachment  to  the  statement  follows:] 

Drought  Impact  on  Great  Plains  ConeervatioD  Program  Partidpaats  and  Noa- 
ParticipantB  In  South  Dakota. 

IRTRCHtUCTION 

Soutb  Dakota  is  facing  conaervatioD  problems  caused  by  drougbt.  The  upper 
Great  Plains  states  report  about  50  to  59  percent  ot  normal  moisture  received  in 
1976.  In  response  to  a  request  by  Governor  Kneip  of  South  Dakota,  the  Commit- 
tee for  the  evaluation  of  GPCP  for  "draught -proofing"  (Governor's  Task  Force) 
conducted  a  study  to  compare  present  condition  of  land  units  covered  b;  GPCP 
coDtrAct^"  to  those  not  having  Gl'CP  contracts.  The  purpose  was  to  assess  the  eftec- 
tiveness  of  the  Great  Plains  Conservation  Program  In  stahlllzlng  conditions  dur- 
ing drought  (Advisory  INTERA-SD-12). 

PBOOEDOBE 

Each  field  office  used  five  contracts  that  were  eiplred  or  approaching  expip 
atlon  and  five  non-GPCP  plans  as  a  sample.  These  were  taken  from  travel  gronpa 
to  ensure  uniformity.  Field  office  ])ersonnel  then  completed  a  questionnaire  for 
each  I  air  of  units.  Tlie  qre-tionnaire  Included  such  topics  as  condition  Of  cropland 
cover  Cor  erosion  control,  number  of  acres  affected  by  wind  erosion,  condition 
of  grassland,  adequacy  of  pasture,  hay  and  water  supplies  and  the  status  of  the 
base  herd  size  for  19TQ  (Attachment).  Questionnaires  were  completed  for  each 
of  the  SCS  administrative  areas  containing  GPCP  counties.  Over  400  land  units 
were  surveyed,  half  GPCP  participants  and  half  non-participants. 

RESULTS 

The  principal  conclusions  of  the  study  follow. 

1.  Statewide  average  results  Indicate  that  about  a  35  percent  larger  number  of 
the  non-part Icipatlng  land  units  have  drought  associated  problems  than  of  the 
GPCP  participanU  (table  5,  figures  1-7).  Specifically: 

Require  emergency  pasture 41 

Have  Inadequate  hay  snpply 61 

Require  emergency  hay 80 

Have  inadequate  water  sup|Jy.- 


Acres  of  cropland  have  moderate  to  severe  wind  erosion  damage 88 

Mr.  D.\scHLE.  Wilbert.I  want  to  thank  you  for  the  statement.  As  the 
chairman  said,  we  have  all  of  this  in  the  official  record.  We  will  have 
questions  at  the  end  of  the  hearing,  and  if  you  will  stay  around,  I  am 
sure  there  are  a  number  of  questions  that  both  of  us  would  like  to  ad- 
dress to  you.  And  I  want  to  thank  you  again  for  coming  this  morning. 
Good  to  see  you. 
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Our  next  witness  is  the  president  of  the  South  Dakota  Association  of 
Conservation  Districts.  The  name  is  Vern  Seger.  Vem,  it's  good  to  have 
you  here  this  morning.  If  you  want  to  sit  down,  we  will  take  your 
statement  at  this  time.  The  text  of  your  statement  will  be  in  the  record, 
and  by  all  means  if  you  feel  more  comfortable  just  talking  directly  to 
the  committee,  do  so. 

STATEKEITT  OF  V£BNON  SEOER,   PSESISEirr,   SOUTH  DAKOTA 
ASSOCUTIOK  OF  CONSEBTATION  DISTRICTS,  OELSICHS,  S.  DAZ. 

Mr,  Seoer.  Mr.  Chairman,  members  of  the  committee,  I  am  Vernon 
Seejer  of  Fall  River  County,  S.  Dak.  I  have  been  in  active  leadership 
of  Fall  River  Conservation  District  for  16  years,  and  at  the  State  level 
for  the  past  13  years.  I  am  a  lifetime  farmer  and  rancher. 

I  made  an  application  for  a  Great  Plains  conservation  plan  in  1960. 
My  first  contract  was  accepted  and  put  in  force  in  1961,  which  was  an 
exceptionally  dry  year  in  Fall  River  County.  We  had  cattle  going  as 
far  as  3  miles  for  water.  You  can  imagine  what  the  grass  near  this  stock 
pond  looked  like. 

That  fall  our  ranch  was  able  to  construct  four  large  stockwater 
ponds  thanks  to  GPCP  cost-sharing.  Had  it  not  been  available,  I 
could  not  have  installed  those  watering  facilities.  In  the  spring  of  1962 
the  stock  ponds  were  filled  to  above  average  rainfall.  Our  average 
rainfall  is  14  inches,  if  we  are  lucky.  Tliese  ponds  are  still  in  use  as 
of  now. 

TTnder  this  same  program  we  were  able  to  begin  seeding  marginal 
cropland  back  to  native  grass.  As  time  went  on  we  were  caught  in  the 
cost  price  squeeze  and  our  only  chance  to  stay  in  business  was  to  expand. 
As  we  increased  our  ranch  land,  we  were  very  fortunate  to  be  able  to 
secure  GPCP  contracts  on  our  newly  purchased  land.  It  was  in  a  very 
rundown  condition  and  very  poorly  watered.  As  of  now  we  have  seeded 
1,200  acres  of  marginal  cropland  to  native  grass,  have  installed  water 
spreading  systems,  19  miles  of  livestock  water  pipeline,  cross  fencing, 
deferred  grazing,  and  have  practiced  good  range  management,  as 
agreed  to  in  the  contracts. 

Today  we  have  a  family  operation  that  is  working  very  well.  If  it 
had  not  been  for  the  Great  Plains  conservation  program,  I  don't  think 
we  could  have  obtained  this  success.  We  still  had  to  put  a  good  share 
of  our  money  in  this  program. 

During  my  years  at  the  State  conservation  level,  I  have  witnessed 
the  above-mentioned  experience  time  and  time  again  by  our  South 
Dakota  farmers  and  ranchers, 

I  am  very  mucli  in  favor  of  the  Gi-eat  Plains  conservation  program 
amendment  as  submitted  by  Hon.  Thomas  Daschle,  Representative 
from  South  Dakota,  as  stated  in  the  Congressional  Record  of  Tuesday, 
June  5. 1979. 

We  have  put  a  good  deal  of  conservation  on  the  land  in  South 
Dakota  with  the  agricultural  conservation  program  in  past  years.  It 
serves  a  very  good  nurpose,  but  it  has  too  many  limitations  and  does 
not  cons'itute  a  well-rounded  and  complete  conservation  program. 

At  this  point  I  would  like  to  inform  you  members  of  the  committee 
that  conservation  is  not  a  one-time  thing,  it  is  an  ongoing  procedure. 
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Conserration  practices  deteriorate  and  have  to  be  repaired  or  re- 
placed. 

We  are  working  with  SCS  and  other  aeencies  on  the  Resource  Con- 
servation Act  of  1977.  We  do  not  know  what  it  will  do  for  us.  There  is 
one  great  advantage  of  GPCP,  we  know  that  it  works.  When  we  have 
something  that  is  as  successful  as  this  program  is,  it  would  be  fool- 
hardy to  abandon  it. 

I  wish  to  commend  the  SCS  people  for  the  wonderful  job  they  have 
done  with  the  technical  and  the  administration  work  of  the  Great 
Plains  conservation  program  since  its  inception. 

We  who  live  and  produce  in  this  Great  Plains  area  know  that  it  is 
a  very  fragile  area,  and  very  susceptible  to  erosion  by  wind  and  water. 
We  also  know  that  the  people  of  tnis  great  \ation  are  very  dependent 
on  the  food  we  produce  for  them.  Therefore,  I  think  it  no  more  than 
right  that  they  should  help  ua  to  luiance  the  program  that  can  prevent 
us  from  auotlier  error  of  the  "Dirty  Thirties"  which  I  remember  all 
too  well. 

There  is  some  thought  of  making  conser\-ation  compulsory.  This 
I  am  against  100  percent.  This  sort  of  thing  would  be  the  beginning  of 
the  end.  I  do  think  there  has  to  be  some  incentive  to  bring  open^ors 
into  conservation. 

It  took  some  time  for  the  GPCP  to  be  in  demand  in  South  Df^^ta 
upon  its  beginning.  Now  we  have  so  many  applications  that  we  can- 
not begin  to  honor  them. 

I  thank  you  for  the  time  allotted  to  me  and  will  try  to  answer  any 
questions  you  may  have.  Thank  you. 

Mr.  Daschle.  Thank  you  very  much,  Vem.  It's  good  to  have  you 
here.  And  if  you  will  stick  around  for  a  little  while,  we  will  probably 
be  asking  you  some  questions.  Thank  you. 

The  next  witness  is  the  president  of  the  South  Dakota  Farm  Bu- 
reau, from  Kimball,  S.  Dak.,  Dick  Ekstnim.  Is  Dick  here?  He  may  be 
coming  in  a  little  bit  later.  If  he  isnt  here,  we  will  bring  on  Vemer 
Magnusson  who  is  a  representative  of  the  National  AssociatiMi  of 
Farmer  Elected  Committeemen:  Gnrv  Marten=  of  Mom.  Minn,  He  is 
the  president  of  the  Minnesota  Association  of  Farmer  Elected  ASCS 
Committeemen.  And  John  Ijocken  of  Bath.  Bro\vn  County  ASCS 
Community  Committeeman,  Are  those  three  here  now!  Do  you  want 
to  come  up,  please.  We  are  delighted  to  have  you.  and  if  vou  want  to 
proceed  in  TOhntever  way  you  decided  to,  go  ahead,  we  will  take  your 
testimony  at  this  time. 

STATEUENT  OF  OABY  D.  HAETEKS,  FB£SIDHHT,  KIN]TSSOTA 
ASSOCIATION  OP  FABHEB-ELECTEB  ASCS  COMHITTEEHER,  AC- 
COMPANIED BY  VEBHER  KAGHTTSSON,  PBESIDEHT.  NEBEASKA 
ASSOCIATION  OF  FARMEB  ELECTED  COHMITTEEHEN.  AND  JOHH 
LOCEEK,  BBOWH  COUlTrT  ASCS  COUHTTSnTT  COHXITTEEKAH 

Mr.  Martens.  Thank  you.  Chairman  Jones  and  Conpre^ssman 
Daschle.  My  name  is  Gary  Martens  and  I  am  the  president  of  tlie 
Minnesota  Association  of  Farmer  Elected  Committeemen  and  the 
Mideast  Area  of  the  National  Association  of  Farmer  Elected  Commit- 
teemen. I  was  elected  to  this  position  by  ASCS  Committeemen  from 
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the  States  of  Minnesota,  Wisconsin.  Michigan,  Iowa,  Illinois,  Ohio, 
Indiana,  and  Missouri.  I  am  a  daiiT  farmer. 

I  want  to  thank  you  for  taJdng  time  from  your  busy  schedule  to  re- 
ceive input  from  fanners  as  to  the  problems  we  have  today  in  ftgri- 
culture.  I  will  l>e  speaking  on  energy,  farm  programs,  crop  insurance, 
conservation,  commodity  credit,  and  a  problem  we  have  in  the  area  of 
Minnesota  that  I  represent. 

We,  as  a  Nation,  cannot  continue  to  rely  on  foreign  crude  for  energj-. 
We  import  over  60  percent  of  the  energj-  consumed  m  the  T'nitod  States, 
We  farmers  can  help  reduce  this  imported  energy  by  on-fann  stills 
that  produce  alcohol.  We  now  have  the  tedinology  for  on-fann  stills 
to  use  up  some  of  our  waste  residue,  Tlie  feed  grain  that  we  farniera 
feed  our  animals  could  be  used  to  produce  alcohol,  and  when  the  alco- 
hol is  removed  from  the  gain,  it  could  be  used  as  livestock  feed.  From 
a  bushel  of  com  thei-e  is  2'/^  gallons  of  alcohol  pi-oduced.  TJie  corn  f  i-om 
the  still  has  all  the  protein  and  energy  after  it  is  distilled.  Farmers 
could  install  stills  on  larger  farms.  The  problem  is  regulations  and 
financing.  The  financing  could  i>e  done  through  the  ASCS  offices  with 
the  same  type  of  loan  as  for  the  stoi-age  facility  loon  progi-niu  which  is 
not  at  101^  percent. 

Crop  insurance. — Congressman  Jones,  we  need  a  good  crop  insurance 
program  from  planting  to  harvest.  The  money  needed  to  prepare  the 
soils  for  planting,  fertilizer  and  chemicals  are  rising  every  year.  Some 
lending  institutions  may  not  in  the  future  extend  ci-edit  to  young  and 
marginal  farmers  who  do  not  have  sufficient,  equity  in  their  fanas.  With 
good  crop  insurance,  lending  agencies  would  be  assured  of  the  payment 
in  the  fall  if  we  don't  have  a  crop  through  no  fault  of  the  farmer.  This 
problem  has  to  be  on  a  field-hy-field  basis  and  not  production  from  the 
whole  combined  fann  to  detoniiine  eligibility  for  loss.  The  i-ate  of  loss 
should  not  l>e  over  ■2.'>  percent  to  quali^  for  payment.  Insurance  could 
be  on  a  50-,  60-,  or  7r>-percent  pi-otoctitMi  with  the  Government  picking 
up  a  percentage  of  the  premium.  This  program  would  besold  l)v  pri- 
vate insurance  companies  if  they  would  include  total  protection  for  all 
ri,sk  ci-op  insurance,  I  nni  more  concerned  about  the  quality  of  protec- 
tion than  the  principal  cost.  The  fanner  will  pay  more  for  better 
protection. 

Farm  programx. — The  farm  programs  we  have  today  from  the  1977 
Food  and  Agricultural  Act,  are  much  better  than  the  acreage  allot- 
ment that  we  had  pi-eviously.  Any  fanu  progi-nm  that  we  want  fanners 
to  participate  in  must  be  simple.  For  set  aside  payments  a  farmer 
should  l)e  able  to  sit  down  at  home  and  figure  out  what  he  will  receive 
for  not  planting  a  crop  on  his  diverted  acreaiie.  Any  complicated  for- 
mula needed  for  funu  programs  will  turn  off  farmei-s  and  wo  wilt  not 
get  them  to  pniticipnte  ii  the  pi-ogram. 

Commodity  credit. — We  now  Imve  an  A.SCS  program  whereby  we 
can  use  high  moisture  shelled  com  and  receive  a  loan  from  the  Com- 
mo<lity  Credit  Corporation,  CCC.  Tliis  is  a  step  in  the  right  direction. 
By  using  h'gh  moisture  feeds  we  can  cut  down  on  the  amount  of  en- 
ergy consumed  for  drying,  thereby  rutting  back  on  the  depemVnry  on 
cnule  and  allowing  these  fuels  to  be  used  in  other  places.  This  pro- 
gram should,  however,  l)e  expanded  to  include  hiflrh  moisture  ground 
ear  com  to  be  stored  in  silos.  Tlie  reason  I  say  this  is  because  in  my 
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area  of  the  State,  dairy,  beef,  and  hog  farmers  could  use  high  moisture 
giountl  eai-  corn  to  feed  their  livestock,  thus  eliminating  the  drying 
bins  or  diyers.  The  need  for  combines  and  pickera  conid  be  eliminatfid 
and  less  machinery  would  be  needed.  By  including  high  moisture 
ground  ear  com  to  the  list  of  eligibie  connnodities  we  could  obtain  a 
loan  in  tlie  fall  to  pay  off  our  feitilizer  and  herbicide  bills  and  repay 
the  loan  to  CCC  as  they  are  fed.  Again,  the  cost  to  the  Government  is 
vei-y  small  and  it  would  help  in  savings  on  energy. 

The  last  area  I  will  be  speaking  on  is  conservation.  All  of  us  are  con- 
cerned about  soil  erosion  and  water  quality.  We  farmers  can  and  have 
been  doing  much  in  the  last  few  yeai-s  to  help  water  quality  and  ero- 
sion through  our  3,000  locally  controlled  ASCS  services.  ACP,  agricul- 
tni-al  conservation  program,  which  has  been  in  existence  since  1936, 
has  done  more  than  any  other  agency  to  protect  the  soil  and  water.  In 
1936  ACP  was  authorized  funding  at  $500  million.  After  the  Second 
World  War  every  President  until  President  Carter  has  wanted  to 
eliminate  ACP.  In  the  last  decade  we  have  seen  many  Federal  and 
State  agencies  dealing  with  water  quality  and  soil  erosion  funded.  My 
question  to  you,  Congressman,  how  many  of  these  agencies  have  im- 
plemented any  conservation  on  the  land  through  c^  sharing  with 
farmers  to  correct  any  problems  ?  "What  we  have  had  is  conservation  on 
paper  and  not  on  the  land.  We  in  ASCS,  through  ACP,  can  put  more 
conservation  on  the  land  for  the  least  amount  of  tax  dollar  than  any 
other  agency  because  we  have  offices  now  in  3,000  counties  or  parishes 
and  the  local  elected  people  administer  these  programs.  Who  knows 
better  what  the  problems  are  than  the  people  living  in  an  area  and 
what  it  will  take  to  correct  the  problem.  One  advantage  we  have  in 
ASCS  is  we  are  limited  to  three  3-year  terms  that  a  committeeman 
can  serve  on  the  local  ASCS  committee:  thus  assuring  new  ideas  to 
correct  problems.  And  we  are  elected  by  only  landowners,  thus  elimi- 
nating the  possibility  of  special  interest  groups  controlling  funds  for 
their  own  use  and  not  forthe  frood  of  all  people. 

A  problem  we  now  have  in  northeastern  Minnesota  is  in  the  new 
redirection  of  ACP.  With  the  new  redirection  in  ACP.  we  in  ASCS 
cannot  cost  share  with  farmers  a  savins  practice  because  the  GAO 
report  stated  seedinfr  and  liminir  practices  are  production  practices 
and  are  not  elifrible  for  cost  sharing.  The  majority  of  lendinir  agencies 
in  our  part  of  the  State  do  not  loan  monev  to  farmers  for  limestone. 
Ijimestone  costs  from  $1.3  to  S20  per  ton,  Fnlike  ferti'i7er,  the  farmer 
cannot  have  benefits  from  limestone  for  2  to  3  years  after  the  appli- 
cation on  soils  needinrr  over  three  tons  nf  limestone.  The  farmers  in 
Kanabec  Countv  agreed  that  it  is  a  production  practice,  but  it  is  the 
best  wav  to  keep  the  soil  in  place  successfully.  Farmers  in  north- 
eastern Minnesota  can't  grow  row  crops  snccpsifully  and  be  competi- 
tive with  row  crops  grown  further  south.  In  Minnesota  to  be  eliortble 
for  cost  sharing  under  the  SIy-1,  the  land  must  come  from  a  row  crop. 
We  hfve  a  maioritv  of  the  fer^'pra  thnt  are  in  dnirv  and  beef  pnxiuc- 
tion  and  thev  n-ie  the  maioritv  of  crops  produced  on  their  farms  to 
fee^  livestock.  Therefore  they  do  not  contribute  to  the  overproduction 
of  feed  flrrains-  Our  develonment  committep  in  Kanabec  County,  which 
is  made  up  of  the  ASCS  Committee,  the  Soil  and  Water  Boarid, 
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FmHA,  Forestry,  Soil  Conservation  Service,  the  County  Community 
Committeemen,  the  County  Commissioners,  the  Extension  Agent,  the 
Farm  Bureau,  and  the  Farmers  Union  as  well  as  lending  agencies 
agree  we  must  adopt  another  way  to  get  needed  limestone  on  our  soils 
to  reduce  runoff,  improve  soil  fertilities  so  farmers  can  raise  alfalfa 
which  in  itself  will  produce  up  to  a  hundred  units  of  nitrogen  per 
acre.  The  development  group  stated  we  needed  a  program  for  all 
fanners  in  all  counties  and  not  just  the  low  income  people. 

Using  the  development  committee  recommendations,  we  are  sub- 
mitting the  following:  When  a  soil  test  calls  for  5  tons  of  limestone 
to  neutralize  a  soil  to  a  pH  of  7,  the  farmer  submits  to  the  ASCS  Com- 
mittee a  final  report.  The  committee  reviews  the  report  and  may  grant 
the  farmer  a  loan  for  the  limestone.  The  farmer  pays  for  the  lime- 
stone at  the  rate  of  1  ton  per  acre  per  year  until  the  loan  is  paid 
in  full.  The  interest  rate  would  be  the  same  as  the  farmstead  facility 
loan  program,  which  is  presently  at  lOi^  percent.  The  only  cost  to  the 
Federal  Government  with  this  type  of  program  would  be  some  ad- 
ministration cost  and  the  subsidized  rate  of  interest  over  what  the 
money  costs  the  Government,  I  have  tried  in  the  past  to  have  this 
program  adopted,  but  we  were  told  to  go  to  FmHA  for  funds.  They 
have  money  for  such  projects.  My  question  to  you  is  how  many  farmers 
qualify  for  this  type  of  program  through  FmHA  ?  How  long  would 
it  take  to  receive  the  go-ahead  from  FmHA?  We  in  ASCS  meet  at 
least  2  to  4  times  a  month  and  could  review  and  grant  the  farmer  the 
loan  within  not  more  than  2  weeks  after  it  was  submitted.  In  the 
event  the  fanner  loses  his  place  through  Imd  management  or  otherwise, 
the  next  farmer  would  have  soil  that  will  produce  a  profitable  crop. 
With  a  program  such  as  this  one,  where  can  we,  as  a  Nation,  get  more 
OHiservation  on  the  land  with  very  little  cost  to  the  Federal  Govern- 
ment than  through  this  loan  program  on  limestone. 

Congressman  Jones,  I  hope  your  committee  will  take  a  good  look  at 
this  practice.  We  are  all  concerned  about  wat«r  quality,  pollution  and 
energy.  Give  us  a  chance  to  prove  this  program  will  work  by  adopting  a 
sx>ecial  project  for  northeastern  Minnesota,  Thank  you,  sir, 

STATEHENT  OF  VEKHER  HAGKUSSON,  PRESIDENT,  KEBEASEA 
FAaMEE-ELECTED  COHMITTEEBEN 

Mr.  Magndssox.  Mr,  Chairman,  Congressman  Daschle  and  commit- 
tee, I  am  Vem  Htfagnusson,  Nebraska  president  of  the  Association  of 
Farmer  Elected  Committeemen.  I  have  a  few  statements  concerning 
the  agricultural  conservation  program. 

I  am  here  today  representmg  the  Nebraska  Association  of  Fanner 
Elected  Committeemen  to  provide  some  statements  concerning  the 
ACP.  My  experience  with  this  program  has  also  been  as  a  former 
oonnty  ASC  committeeman  and  as  a  producer  who  uses  the  land  for 
the  production  of  agricultural  commodities. 

Rome  of  the  main  points  that  I  would  like  to  cover  are  as  follows: 
First,  ia  ACP  doing  a  *^ood  job  in  my  county  and  the  State  of  Nebras- 
ka? Nebraska  has  traditionally  administered  a  program  emphasizing 
practices  that  provide  direct  and  immediate  soil  and  water  conserva- 
tion benefits  and  which  improve  the  environment,  Nebraska  was  one  of 
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the  Great  Plains  States  along  witli  other  States  represented  here  frhose 
land  suffered  during  the  1930  drought  years.  Those  of  us  who  are  na- 
tive Nabraskans  who  tilled  the  soil  or  whose  fathers  tilled  the  soil  can 
testify  to  the  fact  that,  because  of  this  program  and  the  support  of 
other  USD  agencies,  XeJaraska's  land  and  water  resources  have  greatly 
improved.  Our  county  committees  identify  problem  areas  and  improve 
those  practices  that  will  best  solve  these  problems.  These  practices  are 
generally  terraces,  water  control  structures,  grass  waterways,  seedings 
and  windbreaks.  Regardless  of  some  criticism,  coun^  committees  in 
Nebraska  with  the  leadership  and  guidance  of  the  State  committee, 
have  utilized  ACP  funding  for  those  practices  that  I  have  mentioned 
that  provide  long-time  conservation  benefits  and  that  do  not  directly 
increase  production. 

You  may  or  may  not  know  that  Nebraska  is  known  as  the  State 
with  the  most  abundant  underground  water  supply  of  any  of  the 
Till  States.  To  us  in  Nebraska,  this  resource  needs  to  be  conserved  and 
utilized  efficiently  for  the  future  production  of  crops.  Approximate- 
ly 7  million  of  Nebraska's  20  million  acres  of  cropland  are  now  ir- 
rigated, with  the  majoritv  being  irrigated  from  wells.  This  irriga- 
tion development  puts  Nebraska  as  1  of  the  3  States  having  the  most 
irrigated  land.  It  is,  therefore,  imperative  for  the  good  of  the  Nation 
and  future  generations  that  ACP  cost-sharing  be  provided  for  prac- 
tices that  will  provide  the  most  efficient  use  of  this  valuable  under- 
ground water  resource.  To  conclude  on  this  point,  I  would  therefore 
say  that,  yes,  the  ACP  through  the  county  and  community  system  is 
doing  an  excellent  job  in  my  county  and  in  my  State. 

Secondly,  should  we  have  more  money  for  ACP!  My  response  to 
tliat  is  a  positive  yes.  As  a  farmer  and  former  county  committeeman, 
and  speaking  for  other  farmers  in  Nebraska,  we  are  willing  to  invest 
some  of  our  own  financial  resources  in  the  conservation  effort  if  there 
is  more  money  available  for  the  program.  I  have  checked  with  our 
State  ASCS  office  and  they  have  advised  me  that  requests  over  a  12- 
month  period  will  average  $10  to  15  million  in  Nebraska.  Yet  Nebras- 
ka's allocation  has  been  dropping  from  a  high  of  about  $6^  million 
to  a  current  $4i/^  million.  We  fanners  are  a'so  aware  that  many  coun- 
ties in  Nebraska  currently  have  requests  for  cost-sharing  on  hand  for 
as  much  as  $200,000  that  catmot  be  approved  because  of  lack  of  funds. 
The  jpoint  T  want  (o  make  is  that  farmers  are  willing  to  invest  ap- 
jiroximately  25  percent  or  more  of  the  $10  million  worth  of  requests 
if  the  fimaing  were  available.  County  committees  have  reported  to 
me  that  during  1979  they  have  received  more  complaints  from  farm- 
ers who  were  willing  to  do  conservation  work  but  are  being  turned 
down  becaiiop  f""d=  wre  ^nt  nvilfhle. 

Three,  should  county  committees  have  more  say  about  which  con- 
servation practiies  si.ould  be  available  in  the  county?  During  the  last 
2  or  3  years  county  committees  have  had  an  opportunity  to  determine 
which  conservation  practices  to  have  in  their  county  program.  I  wish 
to  point  out  BTin.  bowever,  that  in  Nebr-aka,  county  committees 
have  used  sound  judgment  in  determining  which  practices  to  include. 
Our  county,  which  is  Burt  County,  located  in  northeast  Nebraska, 
hn^  always  been  aware  that  sufficient  funds  are  not  available  to  in- 
clude some  practices  that  would  provide  some  conservation  benefit. 
AVe  are  aware,  however,  like  most  county  committees,  that  the  funds 
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si'.ould  be  utilized  for  those  prsctices  that  will  do  the  most  good  for 
lis  and  the  taxpayers  over  a  long  period  of  time. 

Four,  would  you  like  to  see  a  trust  fund  established  to  provide 
funds  for  basic  soil  and  water  conservation  practices?  It  is  our  un- 
derstanding that  a  trust  fund  that  has  been  proposed  by  some  groups 
would  make  money  available  to  perhaps  State  or  local  governments 
or  other  entities  in  the  form  of  a  grant  and  allow  farmers  and  ranch- 
ers to  borrow  from  this  trust  fund  that  would  be  a  revolving  type 
fund.  I  do  not  believe  that  this  type  of  approach  would  be  totally 
satisfactory.  I  say  this  because  everyone  should  be  aware  that  the 
total  amount  appi-opriated  by  Congress  for  ACP  that  has  been  190 
million  the  last  2  years,  goes  directly  to  the  farmer  to  apply  con- 
servation on  his  land  except  6  percent  to  the  Soil  Conservation  Service 
for  technical  assistance.  The  cost  of  administering  this  program  by 
ASCS  is  minimal.  To  take  another  approach  by  establishing  a  trust 
fond  or  similar  type  program  would  then  establish  another  line  of  ad- 
ministrative procedures  that  could  be  costly  to  the  taxpayer.  My  inter- 
est is  seeing  tnat  every  dollar  appropriated  by  Congress  for  conserva- 
tion be  utilized  for  that  purpose  and  not  for  administration  and  plan- 
ning. 

In  conclusion,  it  is  my  opinion  that  this  Nation  cannot  expect  to 
ever  get  the  total  conservation  job  done.  The  Nation  and  the  formers 
who  produce  the  food  must  exercise  patience  and  realize  that  the  total 
conservation  job  cannot  be  accomplished  in  one  or  two  decades.  Pro- 
duction of  food  on  farm  and  ranches  changes  based  on  new  tech- 
niques, and  this  causes  new  conservation  problems  to  arise.  We  must 
all  realize  that  just  because  new  terraces  have  been  built  or  a  new  dam 
has  been  built,  these  practices  do  not  last  forever,  even  with  the  best 
maintenance, 

I  will  say,  however,  thiti  if  our  society,  through  their  delegated 
representatives,  will  realize  that  farmers  and  ranchers  nre  willing  to 
invest  part  of  the  cost  in  the  conservation  effort  and  match  their 
funds  with  public  funds,  we  can  continue  to  make  great  strides  in 
reducing  erosion,  conserving  water  and  improving  the  environment. 
The  ACP  has  worked  through  the  county  committee  system  and  will 
continue  to  work  in  accomplishing  our  goals  if  the  public  will  see  fit 
to  share  in  conserving  our  soil  and  water  for  generations  yet  to  come, 

I  thank  you  for  the  opportunity  to  present  these  statements.  Thank 
you. 

Mr.  Daschle.  Thank  you,  Vemer.  Our  next  one  is  Jon  Locken. 
Jon,  happy  to  have  you.  Go  ahead  and  present  your  statement. 

8TATEKEBT  OF  JON  LOCEEN,  BSOWN  COTTNTY  COUHITTEEUAN, 
BATH,  8,  DAE. 

Mr.  IxKJKEN.  Chairman  Jones,  and  Congressman  Daschle,  my  name 
is  Jon  Locken,  I  am  a  full-time  farmer  here  in  Aberdeen,  S.  Dak.  In 
the  past  year  I  have  been  elected  to  the  Community  Committee  for 
Brown  County,  I  would  like  to  express  my  appreciation  for  your  com- 
ing here  today  and  giving  me  an  opportunity  to  speak- 
First.  I  would  like  to  say  that  I  am  fortunate  to  live  in  an  area  that 
has  been  blessed  with  sound  conservation  practices.  The  effect  of  this 
has  been  increased  productivity,  reduced  soil  erosion  and  increased 
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wildlife  populatiwi  and  far-reaching  off  fann  benefits  for  all  of  so- 
ciety. But  I  would  like  to  point  out  that  the  majority  of  the  practices 
were  begun  before  I  was  Iwi-n  and  I  see  the  extreme  need  to  continue 
the  work. 

>f  !■.  Chairman,  I  strongly  believe  that  this  work  should  continue  to 
bo  carried  out  with  the  ASCS  Committee  working  with  and  for  the 
farmers.  The  men  on  the  ASCS  Committee  have  spent  their  lives  living 
on  the  farm  and  ranch  lands  in  the  different  areas  of  our  diverse  coun- 
try. ^Vhen  you  stop  to  think,  we  are  really  newcomers  to  this  land. 
Wlioreas  a  60-year-old  man  has  experienced  well  over  60  percent  of  the 
changes  in  practices  on  our  land,  and  in  this  we  have  a  vast  amount  of 
experience  we  can  continue  to  tap  Jn  looking  toward  the  future  for 
positive  long-term  conservation  nractices  that  our  farmers  will  use 
with  benefits  for  all  of  society.  We  all  realize  that  tliere  have  been  and 
will  continue  to  be  changes  in  the  practices,  policies,  and  staff  of  the 
Soil  Conservation  Service,  Therefore  I  feel  a  need  for  the  farmers  to 
have  a  continuous  grassroots  medium  to  work  through  the  conserva- 
tion of  our  land  and  water  locally. 

As  an  individual,  I  see  that  the  farmers'  elected  ASCS  committee 
system  is  the  fairest  and  lowest  cost  way  to  administering  of  ACP 
programs.  Each  venr  th<>  A^P  nrogram  is  evaluated  through  the  com- 
mittee sy^em  and  the  feasibility  of  each  practice  is  reviewed  by  the 
people  who  know  the  land  and  its  needs. 

In  general,  I  believe  that  a  farmer  is  still  only  a  temporary  tenant 
on  the  land.  Today's  fanner  has  really  got  his  work  cut  out  for  him  in 
just  trying  to  make  a  living  while  maintaining  the  fertility  and  paying 
the  taxes  on  the  land,  I  know  that  there  are  farmers  that,  for  example, 
would  give  you  their  shelter  belt  land  to  keep  for  the  rest  of  your  life 
if  you  would  just  maintain  the  trees,  control  the  weeds  and  pay  the 
taxes.  The  easiest  way  out  for  the  farmers  would  be  to  leave  conserva- 
tion nn  to  the  coming  fircnemf  ions,  but  we  cant  afford  to  do  that. 

Agriculture  is  still  the  backbone  of  our  economy.  I  think  that  all 
of  us  here  today  realize  that  a  shortage  of  food  would  make  the 
energy  crisis  look  like  a  Sunday  School  picnic.  Therefore  I  believe 
that  conservation  is  an  investment  that  all  society  should  make  for 
our  next  generations.  Farmers  have  shown  their  desire  to  carry  out 
sound  conservation  practices.  The  new  life  needed  in  ACP  should 
come  in  the  form  of  adequate  funding.  The  costs  of  those  programs 
may  seem  high,  but  consider  for  a  moment  the  cost  of  a  failing  agri- 
cultural economy  while  our  Nation's  economy  is  as  troubled  as  it  is 
today.  Thank  you. 

Mr.  Daschle.  Thank  you  very  much,  Jon. 

Mr.  Jones  of  Tennessee.  Let  me  say,  Tom,  to  the  panel,  that  this 
is  very,  very  good  information.  You  are  going  to  get  some  questions. 

Mr,  DaschIxF.  Our  final  panel  this  morning  is  going  to  consist,  Mr. 
Chairman,  of  four  people.  And  I  would  like  to  have  them  come  up 
if  they  would  at  this  time. 

The  first  is  Mr.  Fritz  Rosebrock,  Frederick,  S.  Dak.  Fritz  is  a 
farmer  who  has  been  enrolled  in  the  Great  Plains  Conservation  pro- 
gram. Dale  Engelhart  of  Barnard,  S.  Dak.  is  also  a  farmer  who  has 
participated  in  the  program  to  some  extent.  Carvin  Guy  has  been  in- 
volved with  the  National  Association  of  Conservation  Districts,  and 
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if  Carrin  is  here,  I  would  like  to  h«ve  him  come  up.  And  then  finally, 
Sir.  Leonard  Scholtz  is  a  former  member  of  the  State  Conservation 
Commission.  He  was  the  chairman  of  the  Great  Plains  Commission 
last  year,  National  Association  Conmiission  last  year.  He  is  active  in 
w^ing  the  program  and  farms  in  southwestern  South  Dakota.  So 
Leonard,  are  you  here  now  1 

Mr.  ScHCLTz,  Yes. 

Mr.  Daschle.  Can  you  come  on  up  I  (Sentlemen,  we  are  delighted  to 
have  you  this  morning.  I  think  of  all  the  witnesses,  I  was  interested 
paiticularly  in  yours  oecause  you  are  the  ones  that  work  on  it  on  a 
pi-actical  day-to-day  twsis.  You  are  the  ones  that  have  made  this 
program  a  success.  I  think  it's  rewarding  for  us  to  be  able  to  talk  to 
you  personally.  These  are  the  kinds  of  things  we  don't  often  have 
an  opportunity  to  do  in  Washington.  So  welcome.  And  by  all  means 
proceed  in  any  way  that  you  see  fit. 

8TATEKEBTS  OF  CAKTIH  H.  OTTT,  VEBIEN,  S.  DAK.;  FRITZ  H. 
XOSEBSOCE,  FBEDEBICK,  S.  DAK.;  DALE  S.  EHOELHABT,  BAB- 
HAXD,  a  DAK.,  ASD  LEOHABD  W.  SCHULTZ,  BATESLAITO,  8.  DAE. 

Mr.  Gut.  Well,  I  guess,  Tom,  I'm  goingto  start  this  because  Leonard 
here  has  informed  me  he  is  going  to  finish  it.  I  think  we  will  operate 
JQst  like  the  Government.  Somebody  has  got  to  start  it  and  somebody 
has  got  to  finish  it 

1  think  it's  an  honor  that  I  was  asked  and  I  am  sure  happy  to  be 
a  part  of  this  committee.  And,  Mr.  Jones,  we  will  try  to  inform  you 
cf  what  is  happening  on  a  local  leveL 

And  I  think  that  1  would  like  to  start,  Tom.  I  have  pages  written 
up,  but  I  think  of  all  the  testimonr  that  has  been  here,  I  would  like 
to  just  talk  in  some  areas  that  probably  haven't  been  covered  up  to 
now.  My  name  is  Carvin  Guy.  I  am  a  rancher  in  nortlieastern  South 
Dakota.  I  live  in  the  Lakatou  Hills  which  run  all  the  way  clear  across 
the  northeastern  part  of  our  State,  And  I  constantly  see  the  land 
erosion  in  the  ea.st  and  the  west  and  the  good  lands  of  agricultural 
areas.  And  I  definitely  know  with  good  conser\'ation  or  better  prac- 
tices on  it.  why.  it  \voiiId  eliminate  almost  nl)  this  erosion  because 
in  our  area  we  don't  have  a  large  amount  of  rainfall.  It  isnt  like 
Iowa  where  you  have  40  or  50.  We  have  a  15-  to  18-inch  rainfall.  And 
I  am  definitely  pleased  that  we  could  have  consen'ation  practices 
where  we  could  hold  the  water  where  it  lands  on  the  Innd.  .\nd  I 
think  this  range  of  hills  is  probably  one  place  in  the  Nation  that  we 
have  this  matter  of  about  50  lakes  that  run  through  this  I^akatou  Hills 
and  there  is  no  other  big  waters  that  nm  into  these  lakes  at  all.  And 
there  has  been  a  lot  of  money  spent  looking  into  what  could  bo  done. 
But  I  have  been  on  the  board  as  long  as  most  have  or  after  it  got 
started,  and  verj-  little  is  done  on  the  land. 

In  fact,  we  got  so  mad  over  northea-stem  .South  Dakota  that  we 
only  got  one  man  working  between  Marshall  County  and  Roberts. 
He  spent  100  miles  driving  on  tJie  highway  today,  wliicli  means  he 
tends  to  do  very  little  work  at  all  because  the  highway  is  maintained 
by  the  .State  ,<TOvemment,  not  by  the  conser\ation.  So  we  are  wasting 
his  time  as  well  as  people  that  we  work  with,  and  I  think  I  have  been 
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on  most  all  of  the  local  boards  within  the  county,  a  lot  of  them  within 
the  State,  and  I  do  know  tliat  the  conservation  people  nafiwiwide 
are  the  most  dedicated  people  I  liave  worked  with,  and  it  is  certainly  a 
privilege. 

I  think  the  obvious  aspect  in  the  area  I  live  in,  we  have  a  lot  of 
land  that  has  been  bought  up  by  the  State  and  the  Federal  wetlands. 
And  1  think  It's  a  detriment,  especially  the  Federal  wetlands,  that  they 
buy  this  land  and  they  don't  use  any — I  won't  say  any,  but  none  at 
all  tliat  maintain  tliis  because  tliere  isn't  enough  financing  to  go 
around.  But  it  seems  to  me  like  they  have  the  money  to  buy  the  land, 
but  not  to  maintain  it.  And  I  would  hate  to  be  a  rancher  or  farmer 
operating  like  that;  that  had  money  enough  to  buy  the  land,  but  not 
enougli  to  manage  tlie  land.  And  I  think  that  is  what  conservation 
work  really  is,  that  we  have  to  be  able  to  manage  the  land. 

And  I  would  like  to  believe  tliat  we  are  just  stewards  of  the  limd. 
It  doesn't  make  much  difference  whether  we  are  paying  payments 
for  the  rest  of  our  life  or  we  actually  own  it  or  we  are  a  good  worker 
of  the  land.  We  are  just  stewards  of  the  land,  and  I  think  that  is  the 
reason  wp,  have  to  have  aid  on  all  long  mana,TCment  programs. 

No.  1  in  our  ai-ea  is  trees  which,  like  has  oeen  mentioned,  we  can 
plant  them,  but  we  don't  get  very  much  use  out  of  them.  So  that  is 
the  reason  we  got  to  have  help  on  these  practices.  Another  one  is  the 
grasses.  I  jus^  met  last  week  with  a  county  committee  on  the  programs 
for  next  year  to  get  long  management  for  grasses.  We  liai'e  a  small 
payment  to  get  the  grass  started,  but  then  we  don't  have  any  to  main- 
tain these  graR.s;es.  So  with  the  higher  cost  of  operations  and  the  higher 
cost  of  living  which  the  family  operator  has  to  live  on,  he  isn't  able  to 
manage  these  practices  along.  He  haa  to  have  lielp.  And  I  think  this 
has  been  a  good  program  to  conservation  where  we  aid  the  farmers 
into  starting  this  practice.  But  we  not  only  I'avo  to  start  him,  we  have 
got  to  follow  through  with  it,  I  think  our  practices  have  been  just  like 
a  tot  of  them,  we  have  got  good  intentions  to  get  them  started  but  we 
don't  follow  through  with  them.  I  think  it's  just  about  as  simple  as 
all  of  us  today,  if  we  go"  here,  that  is  l-.alfway.  But  the  other  half  is 
to  get  home.  And  if  we  don't  get  liome,  we  ain't  got  any  farm  to  manage, 
and  that  is  about  the  way  that  these  programs  ai-e.  They  have  been 
getting  less  and  less.  I  see  every  year  when  I  meet  with  the  county 
committee  on  tl-e  finances,  it  is  less. 

We  had  a  lot  of  practice  within  our  country,  and  1  just  got  tliem 
started  witli  work  today.  Wc  got  a  contractor  in  where  the  cost  of  ter- 
racing and  conservation  practices  have  doubled  and  tripled,  and  here 
you  look  at  the  docket  for  the  money  available  for  conservation  prac- 
tices, it's  been  less  each  year.  It's  pretty  hard  for  anybody  to  manage 
with  a  program  like  that.  And  I  think  it  would  be  a  real  disaster  if  tlic 
conservation  policies  or  tie  Great  Plains  progrnm  was  cut  back  be- 
cause look  at  the  years  that  we  have  managed  it.  And  look  at  the  auto- 
mation, we  have  yet  to  be  able  to  tear  it  up.  I  live  on  a  range  of  hills 
and  they  couldn't  even  make  it  with  horses,  and  now  they  have  got 
four-wheel  drives  that  will  drive  straight  up  and  straight  down 
which  the  land  will  lose  within  jnst  a  few  years,  and  we  will  never  live 
long  enough  to  be  able  to  manage  it  and  get  it  built  back. 
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And  I  could  go  on,  I  am  sure,  talking  off  the  cuff  ou  this  conservation 
program  for  the  rest  of  the  day.  But  I  don^t  think  talk  fram  anyone 
has  ever  done  anything.  And  1  think  tliat  is  what  is  happening  now. 
I  know  in  our  lake  area,  in  the  pollution  deal,  the  money  that  lias  been 
spent  just  in  looking  out,  wliat  could  have  been  done  if  it  had  been 
practices  on  the  land,  it  would  liave  been  a  lot  of  help  to  ns.  We  have 
it  right  in  the  lakes  right  now.  We've  had  iiiany  meetings  this  summer 
and  I  have  worked  with  tliem  on  it,  and  tliey  could  be  eliminated. 

It's  just  good  farm  management.  The  farmer  living  by  it,  he  has 
got  a  good  hard  time  to  make  a  living  off  it  without  liaving  any  ex- 
pensive long-range  management,  and  I  think  this  has  been  my  testi- 
mony. I  want  to  thank  you  for  being  able  to  listen  to  us,  and  it's 
certainly  a  privilege  for  us. 

STAIEHEHT  07  FRITZ  H.  EOSEBROCE,  FBEDERICE,  S.  DAE. 

Mr.  RosEBROCK.  Chairman  Jones  and  Congressman  Daschle.  I  am 
Fritz  Kosebrock  from  P'l-ederick.  I  live  in  tlie  nortli  part  of  Brown 
County.  I  entered  into  a  Great  Plains  Conservation  program  contract 
in  1978.  I  am  fairly  new  at  this,  but  the  original  contract  was  for 
2,210  acres.  And  the  cost-share  practices  scheduled  include  5  acres  of 
windbreak,  reestablishing  1"26  acres  of  grassland  and  installing  200 
rods  of  fencing  for  grazing  management  and  to  protect  trees.  In  adtli- 
tion  to  the  cost-share  payments,  the  Soil  Conservation  Service  tech- 
nical assistance  is  provided  for  planning  of  crop  rotation  and  planning 
of  croplands  as  well  as  proper  management  of  tame  grasses  and  native 
grasses.  Under  the  Great  Plains  Conservation  program  I  have  a  com- 
mitment for  technical  assistance  from  the  Soil  Conservation  Service 
for  the  period  of  my  contract  which  could  be  extended  up  to  10  years, 
if  necessary. 

My  contract  was  initially  Rrenarrd  for  3  years  and  it  will  run 
through  December  31  of  1982.  It  commits  approximately  $3,000  in 
cost -share  money.  In  my  case,  as  with  many  others  in  Brown  and  other 
counties,  my  farming  operation  changed  within  the  last  year.  Recently 
I  added  approximately  1,280  acres  to  my  unit  when  my  sons  decided 
t<)  faiTn  with  me.  This  has  somewhat  changed  my  needs  for  conserva- 
tion practices  on  my  original  unit  as  well  as  inci-ensing  my  needs  for 
conservation  work  on  the  land  I  added.  This  tvTW  of  change  is  common 
in  farming  and  ranching  today.  The  Great  Plains  Conservation  pro- 
gram has  the  flexibility  to  add  this  additional  land  to  my  contract  as 
well  as  other  types  of  flexibility  which  I  am  sure  happens  to  other 
farmers,  too. 

The  Great  Plains  Conserv'ation  program  provides  cost-sharo  money 
only  for  long-term  practices.  There  are  approximately  30  such  prac 
fires  avnilable  in  the  program  today.  I  have  attached  on  the  hack  of 
this  te^itimony  here  a  list  of  the  cost-share  practices  available.  The 
availnhle  practices  are  broad  enough  to  cover  nearly  any  tvpe  of  cou- 
servafinn  nroblem  I  cnn  visualize  in  my  area  or  throughout  South 
Dnkotn.  Since  average  co«tfi  for  the  practices  are  updnted  annually, 
it  provides  a  realistic  cost-share  payment  when  the  practices  is  carried 
out.  We  are  all  aware  that  costs  are  increasing  rapidly  and  land- 
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owners  need  a  commitment  for  cost  share  at  a  rate  that  is  kept  current 
if  we  ai-e  going  to  plan  on  a  long-range  basis  which  we  must  do  in 
fanning.  l_    -» 

On  my  farm  I  have  four  different  classes  of  soils  which  makes  it 
difticiilt  and  important  to  have  technical  assistance.  This  is  typical  of 
most  of  the  farms  in  South  Dakota. 

In  Bi-onn  County  the  Gieat  Plains  Conservation  program  was 
started  in  the  early"  seventies  and  to  date,  I  guess,  there  have  been 
26  contracts  covering  35,000  acres  and  providing  $100,000  of  cost- 
sliaring  assistance.  "\\  ith  agriculture  changing  as  it  is  today,  I  antici- 
pate an  increasing  need  for  the  Great  Plains  Conservation  progi-am, 
Thank  you. 

[The  attachment  referred  to  follows :] 

Oreat  Plain  conservation  prooram — Coit-thare  practicei;  BrouM  Counlu,  8.  Dak. 

Ood-fikora 

Practice:  Peremt 

Bstabllsbment  of  permanent  vegetative  cover 76 

Initial  estabilBhuient  of  field  or  wind  stripcroppinB IS 


Initial  eatftblishment  of  contour  strlpcropping— 

ReestaWlshlng    grasalaniia 

Batablishment  of  trees  or  shrubs 

Establlsbmeiit  of  pcrtnanent  watecwujB— 

Terraces  

Diversions   


Grade  stabillsatton  structures 

Diversion  dams  and  spreader  ditclies  or  dikes  to  divert  and  spread 


ReorganiiinK  Irrigation  Gfatems 

Irrigation  land  leveling 

Construction,  enlarging,  nr  sealing  dams,  or  ponds  for  irrigation  water. 

Lining  Irrigation  ditches,  canals  or  laterals 

Wells    - 

Developing  springs  and  speps 

Constructing,  enlarging  or  sealing  dams,  pits  or  ponds 

Pipelines   

Controlling  competitive  shrubs 

Fence!)   

Critical  area  treatment 

Irrigation  tallwater  recovery  system 

Diaprwal   lagoons 

Recreation  land  grading  and  shaping 

Water  storage  facllltiea 

Shnllftw  wnter  area 

HoMlng  Ttonds  and  tanka.. 


Initial  establishment  of  tall  wheatgrass  barriers 75 

Jfr.  DAsruLE.  Thank  you  very  much,  Fritz.  Dale,  you  are  the  next 
one  coming  up. 

STATEHENT  OF  DALE  S.  ENQELEAST,  BASNABS,  S.  DAZ. 

Mr.  ExoFXHAiiT.  Conirre.ssmpn  Jones  antl  Daschle,  my  name  is  Dale 
Enpellmrt.  and  "iv  fnnilv  nnd  T  nm  a  .'i..'>50  acre  prmin  and  cowhmiH 
operation  near  Barnard.  S.  Dak.  I  have  been  involved  in  fnrming  and 
rnnch^nfr  for  22  yenrs,  I  first  liecnme  involved  in  the  Grcft  Plnins  con- 
servation program  2  years  ago  when  I  entered  a  cost-sharing  agree- 
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ment  with  the  program  for  pasture  seeding  of  40  acres.  Presently  I 
hmve  fnture  cost-sharing  agreements  with  GPCP  for  another  300  to 
400  acres  of  pasture  seeding. 

This  is  a  program  that  has  worked  in  the  past  and,  given  the  op- 
portunity, will  continue  to  work  in  the  future.  (Jentlemen,  the  future 
is  what  this  progi-am  should  be  all  about.  I  have  tliree  sons,  all  of 
whom  have  indicated  a  real  interest  in  taking  up  farming.  But  as  all 
of  you  know,  the  young  farmer  just  getting  into  the  business  is  faced 
w^  an  almost  staggering  capital  investment,  one  that  he  needs  all 
the  help  he  can  get.  The  Great  Plains  conservation  program  is  one  of 
the  best  ways  available  to  a  young  farmer,  just  starting  in  the  business, 
to  improve  his  land  and  give  him  a  better  chance  to  succeed  in  a  busi- 
ness be  in;;;  increasingly  dominated  by  big  agribusinesses  and  cor- 
porate farming. 

But  there  is  another  reason  this  program  should  continue,  and  that 
is  the  benefit  it  brings  to  the  land  itself.  Just  recently  I  purchased  some 
adjoining  land,  about  1,100  acres,  and  one  of  the  principal  reasons  I 
bought  it  was  the  shelter  belt  arrangement.  Gentlemen,  those  trees 
were  put  in  place  by  the  very  program  that  we  are  talking  about  today. 
Those  trees  provide  a  piece  of  land  that  is  ideal  for  my  cattle  opera- 
tion and  do  a  service  in  preserving  the  economic  value  of  the  land. 

Before  I  end  my  prepared  remarks,  there  is  just  one  thing  I  would 
like  to  add.  Farmers  and  ranchers  in  this  area  need  programs  like  the 
Great  Plains  conservation  program  to  help  us  preserve  the  land.  But 
since  we  are  the  ones  who  work  the  land  and  know  its  problems  best, 
we  feel  that  we  are  also  the  ones  who  know  best  how  that  land  should 
be  used.  In  all  your  deliberations  on  agricultural  matters,  I  hope  you 
gentlemen  keep  that  in  mind,  especially  when  you  begin  talking  about 
»nd  use  management  plans.  Please  help  us  keep  the  land  in  good  shape 
for  the  children  of  the  future.  Please  also  trust  us  to  use  the  land 
wisely.  Thank  you. 

Mr.  Daschle.  Thank  you,  Dale.  Leonard,  do  you  want  to  summarize 
vhat  the  three  previous  gentlemen  have  said ! 

STATEHERT  OF  lEONABD  SCHULTZ,  BATESLAim,  S.  DAK. 

Mr.  ScHDLTz,  If  I  could  summarize,  I  guess  I  would  have  to  say  my 
four-wheeler  won't  go  up  and  down  those  liills.  But  I  would  like  to 
get  the  son-of-a-gun  on  the  contour,  you  know. 

I  also  am  a  farmer  and  rancher  and  I  had  a  10-year  program  on  my 
place.  I  guess  you  have  to  practice  what  you  preach,  in  my  opinion,  I 
certainly  appreciate  you  fellows  coming  out  here,  and  especially  Con- 
gressman Jones.  I  have  served  on  the  NSCD  National  Committee.  I 
served  under  John  Wilder  as  a  director  on  the  association  for  some 
time.  He  is  a  very  good  friend  of  mine.  And  one  of  the  things  he  kept 
telling  me  was  this  program  would  work  very  well  in  Tennessee.  And 
I  agreed  with  him.  It  would.  I  saw  some  places  in  Tennessee  that  kind 
of  needed  it. 

Tom,  we  are  glad  to  see  you  came  out.  Glad  to  sec  you  out  here  in 
South  Dakota  and  have  a  chance  to  tell  you  what  we  are  doing. 

I  have  completed  a  10-year  program  and  I  have  some  35  miles  of 
terraces  on  the  place.  I  have  about  30  miles  of  trees  that  are  divided  up 
among  wildlife  and  one  row  plantings  and  what-have-you.  I  think  they 
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are  tremendous.  Several  miles  of  waterways.  I  have  put  several  hun- 
dred acres  back  to  p:rass  and  I  am  tlie  hired  man  out  there,  so  I  know 
what  is  going  on.  When  I  first  started  this  program  I  had  ditches  I 
couldn't  get  across.  Today  I  pride  myself  that  I  can  drive  about  any- 
place I  want  to  on  it.  Even  that  four-wheeler  won't  get  stuck.  It's  no 
doubt  a  tremendous  program. 

I  am  a  supervisor  in  my  district  and  I  feel  that  I  am  a  county  official 
in  the  county  that  7  live  in.  I  am  elected  by  all  the  people,  I  feel  that 
this  is  a  concern  of  all  the  people.  And  I  think  we  are  talking  in  a  way 
too  short  a  time.  We  should  be  looking  ahead  100,  20O  years,  because 
I  am  sure  there  are  going  to  be  people  here  that  are  going  to  have  to  eat. 
Food  and  fiber  are  certainly  of  tremendous  importance. 

I  can't  help  but  wonder  about  the  hundreds  of  millions  of  dollars 
we  pay  to  give  away  a  canal,  billions  of  dollars  we  spend  in  Egypt  and 
Israel,  what-have-you.  Maybe  it's  for  a  good  purpose.  But  I  just  won- 
der where  our  priorities  are;  why  we  can't  have  even  $250  million  a 
year  to  maintain  our  food  and  fiber  producing  resourees  in  comparison 
to  some  of  the  other  things  we  can  do.  Wliero  is  our  priorities?  I  won- 
der about  it.  I  wanted  to  tell  you  fellows  how  I  feel  about  it,  too. 

I  think  what  makes  Great  Plains  a  good  program  is  the  fact  that 
we  don't  get  paid  for  things  we  should  do,  mulching,  planting  of 
alfalfa,  legume,  whatever  we  do.  There  are  some  practices  that  we  used 
to  call  permanent.  Very  wrongly  we  did  that.  There  is  no  such  thing 
as  a  permanent  practice.  We  have  got  ourselves  into  trouble  on  that 
score  because  they  must  be  kept  up.  They  must  be  maintained,  espe- 
cially in  the  field  of  terraces.  We  find  many  that  were  put  in  with  the 
best  of  operatoi-s.  They  do  deteriorate  and  they  need  to  be  rechanneled. 
1  think  that  is  something  that  we  need  to  keep  in  muid  when  we  are 
looking  and  planning  ahead.  I  think  we  should  remember  it's  food  and 
fiber  that  we  are  talking  about.  It's  something  that  we  all  must  have. 

Thank  you,  fellows,  for  coming  out.  I  appreciate  the  opportunity. 

Mr.  Dabciils.  Thank  you  very  much.  We  are  delighted  to  have  you 
all,  and  if  you  will  stay  around  we  are  going  to  take  a  couple  more  wit- 
nesses and  then  we  will  probably  have  some  questions  for  you. 

Mr.  Guy.  I  would  just  like  to  sum  this  up  a  little  bit,  Sir.  Jones.  I 
have  been  on  the  board  of  education  for  some  25  years  and  I  think  the 
money  spent  for  conservation  isn't  actually  spent  at  all.  It's  the  best 
investment  and  it's  well  reached  its  return.  I  know  education  is  well 
returned,  but  the  money  spent  on  the  land,  it  will  be  there  forever  and 
ever.  And  I  think  it  will  be  an  investment  that  everyone  in  this  Nation 
or  in  the  world  will  be  happier  witli  the  practice  they  have  done. 

Mr.  Daschle.  Thank  you.  Our  next  witness  was  one  that  we  called 
earlier.  Dick  Ekstrum,  the  president  of  the  South  Dakota  Farm 
Bureau. 

Dick,  we  are  delighted  to  have  you. 

STATEXEHT  OF  BICHARD  EESTRVH,  PBESIBENT,  SOtTTH  DAKOTA 
FARU  BUBEAU  FEDERATION,  HURON,  S.  DAX. 

Mr.  Ekstrum.  I  do  appreciate  the  opportunity  to  present  our  views 
on  this  very  important  matter,  and  also  I  want  to  thank  you  and 
Representative  Jones  for  coming  out  here  and  taking  your  time  for 
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this  Terr  important  matter.  I  might  indicate  I  am  actively  involved 
in  a  farminftoperation  in  south  central  South  Dakota  in  Bnile  County. 
I  drove  u^  from  that  farm  this  morning.  And  I  saw  a  lot  of  wind  and 
dast  blowing  today.  It's  pretty  windy  out  thei-e,  so  I  think  that  prob- 
ably extenuated  the  need  a  little  bit  tor  this  program.  I  have  prepared 
a  statement  here  which  I  would  like  to  read.  And,  of  course,  I  am 
available  for  questions.  We  do,  of  course,  appreciate  the  opportunity 
to  comment  on  the  Great  Plains  program  and  also  the  Farm  Credit 
System. 

Agricultural  land  is  a  valuable  and  irreplaceable  natural  resource. 
Its  cfHiaervation  must  receive  the  highest  priority.  Continuing  losses 
of  agriciiltnral  land  toother  uses  requires  that  wise  land  management 
Ml  the  portion  remaining  in  production  be  continued  and  improved. 

We  believe  the  primary  responsibility  of  wise  land  management 
rests  with  those  who  own  or  operate  the  land.  Local  units  of  govem- 
meat  assisted  by  State  and  Federal  programs  can  aid  in  the  discharge 
of  this  responsibility. 

The  Great  Plains  conservation  program  with  Federal  cost-sharing 
fonds  is  a  program  that  we  feel  needs  to  be  continued.  Bequiring  farm- 
ers and  ranchers  to  pay  a  portion  of  the  cost  is  a  concept  that  we  feel 
creates  a  healthy  and  productive  atmosphere. 

Continued  input  at  the  local  level  is  another  practice  that  we  com- 
mend. This  concept  needs  to  be  used  and  practiced  not  only  in  con- 
servation programs,  but  in  many  other  areas  of  society  as  well. 

I  woula  briefly  like  to  also  address  a  concern  we  have  in  some  con- 
servation proposals  for  the  future.  I  am  referring  to  the  proposal  by 
Bepresentative  Jeffords  of  Vermont,  which  would  tie  price  support 
programs  to  conservation  practices.  Farm  Bureau  members  have 
spoken  very  clearly  in  their  policy  adoption  on  that  issue.  And  I  quote : 

We  are  opposed  to  any  attempt  to  require  farmers  or  ranchers  to  participate 
in  conservation  programs  as  a  condition  of  ellgilililty  for  federally  funded  agrl- 
caitural  economic  assistance  programs. 

Continued  cooperation  and  effort  from  both  the  private  and  public 
sectors  toward  improved  conservation  practices  will  lielp  U.S.  agri- 
culture to  remain  the  breadbasket  of  the  world. 

That  concludes  my  comments  that  I  have  on  conservation,  and  I 
might  also  indicate  that  in  my  own  farming  operation  we  have  par- 
ticipated in  this  program  and  we  are  well  aware  of  its  benefits. 

And  I  also  now  have  a  segment  on  farm  credit. 

The  Cooperative  Farm  Credit  System  provides  a  tremendous 
amount  of  financing  to  farmers  and  ranchers  in  South  Dakota.  I  would 
like  to  address  several  concerns  we  have  with  proposed  amendments 
to  the  Farm  Credit  Act. 

The  Farm  Credit  System  should  not  lose  sight  of  its  primary  pur- 
pose, to  provide  credit.  Related  services  shonld  be  undertaken  only 
for  the  purpose  of  benefiting  borrowers,  and  not  for  the  purpose  of 
building  an  empire  farm  service  business  company.  The  private  mar- 
ket, in  our  view,  is  providing  adequate  insurance  sei-vices  to  the  farm 
market,  and  we  oppose  further  encroachment  by  the  Farm  Credit  Sys- 
tem into  this  area. 

The  proposal  to  authorize  all  Farm  Credit  System  institutions  to 
enter  into  general  loss-sharing  agreements  with  other  Farm  Credit 
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System  institutions  needs  to  be  carefully  analyzed.  These  loss-sharing 
agreements  could  increase  the  possibility  that  individual  institutions 
might  make  risky  loans.  We  recognize  the  benefit  of  sharing  risks  over 
a  broader  spectrum,  but  would  point  out  that  this  could  lower  the  coets 
of  money  to  some  segments  of  the  Fann  Credit  System  and  raise  the 
cost  of  money  to  others. 

The  pei'centage  of  agricultural  producers  used  to  determine  eligibil- 
ity in  borrowing  from  the  Bank  for  Cooperatives  has  been  decreased 
by  amendments  over  the  years.  At  present,  consideration  is  being  given 
to  lower  the  percentage  even  further.  With  the  intention  of  providing 
services  to  agricultural  producers,  we  feel  lowering  the  percentage 
requirement  to  60  percent  will  cause  continued  emp^sis  to  be  placed 
on  service  to  faim  customers  and  also  allow  co-ops  in  more  densely 
populated  areas  to  continue  operation. 

Authorizing  the  Bank  for  Cooperatives  to  be  involved  in  ezport-im< 
port  financing  is  a  very  far-ieaching  proposal.  International  oanking 
IS  a  complicated  and  risky  business.  On  the  surface  it  appears  to  be  a 
long  way  from  the  original  intent  and  purpose  of  the  Farm  Credit  Sys- 
tem. We  urge  extreme  caution  and  detailed  study  before  this  propc^al 
is  adopted. 

In  conclusion,  credit  needs  for  agriculture  are  changing  and  grow- 
ing. Farmers  and  ranchers  need  a  variety  of  credit  facilities  to  meet 
their  expanding  operational  needs.  We  also  urge  closer  coordination 
and  cooperation  between  Production  Credit  Associations  and  Federal 
I^nd  Bank  Associations  wherever  practical  for  maximum  service,  con- 
venience, and  efficiency  of  operations. 

Mr.  Daschlk.  Thank  you  very  much.  Before  you  got  here  the  chair- 
man announced  that  what  he  would  like  to  do  is  have  everybody  pre- 
sent their  statements  and  then  at  the  end  of  the  hearing  we  would  like 
to  ask  questions  of  those  that  presented  their  testimony  prior  to  that. 
So  I  want  to  thank  you  for  your  testimony,  and  if  you  could  stick 
around  for  a  few  minutes,  we  will  probably  have  some  questions  for 
you. 

Mr.  Chairman,  in  South  Dakota,  we  have  what  are  called  conserv- 
ancy snbdistricts  that  represent  a  whole  range  of  issues  and  concerns 
that  affect  South  Dakota.  And  one  representative  of  one  conservancy 
siibdistrict  has  been  here  this  morning,  and  I  noticed  he  was  in  the 
audience.  Curt  Hobn  \»  the  director  of  the  Oahe  Conservancy  Subdis- 
trict.  Curt,  we  would  be  happy  to  have  your  comments  at  this  time. 

8TATEME1IT  OF  GUST  HOHH,  DIRECTOB  OF  TEE  OAHE 
COHSEBVENCY  8UBDISTBICT,  ABERDEEN,  S.  DAX. 

Mr.  HoHX.  Thnrk  you.  Congressman  Daschle  and  Chairman  Jones. 
T  will  only  take  a  few  minutes  to  Rf'/'rese  the  Great  Plains  program. 
And  I  would  like  to  explain,  first  of  all,  Mr.  Chairman,  that  I  am  the 
manager  of  the  Ouhe  Conservancy  Subdistrict  and  the  Oahe  subdis- 
trict  is  one  of  six  locally  organized  elected  bodies  in  South  Dakota  e»- 
tpbl't-hed  for  local  water  resource  development  .We  are  involved  here 
in  this  area  in  a  IS^A  county  subdistrict  in  north  central  South  Dakota, 
and  we  extend  basicaHv  80  miles  to  the  west  of  the  Missouri  River  and 
some  20  or  30  miles  to  the  east  from  Aberdeen.  So  it  covers  quite  a  large 
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The  Oahe  board  has  closely  reviewed  water  resource  needs  in  the 
snbdistrict  over  the  past  few  years  and  has  found  that  the  Great  Plains 
program  holds  a  great  potential  for  assisting  farmers  and  ranchers  to 
help  themselves  and  provide  a  broad  benefit  to  the  whole  community. 

Aside  from  erosion  aspects,  one  of  the  most  attractive  aspects  of  that 
program  is  the  potential  it  provides  for  improving  domestic  livestock 
water,  and  which  enhances  a  major  industry  here  m  South  Dakota  in 
making  grasslands  more  useful  and  productive.  Erosion  aspects  of  the 
program  are  essential  to  agricultural  communities  and  counties  like 
those  in  our  subdistrict. 

As  a  local  body  concerned  with  all  aspects  of  water  resource  develop- 
ment,  we  are  especially  concerned  with  water  quality.  Beduction  of 
erosion  not  only  preserves  the  land  and  enhances  productivity,  but  it's 
essential  for  preventing  turbidity  and  pollution  of  our  prairie  creeks, 
rivers  and  streams.  We  would  urge  the  Congress  continue  the  Great 
Plains  program  and  possibly  expand  it  to  additional  counties  in  the 
State  and  expand  the  amount  of  funds  that  are  available. 

Fanners  and  ranchers  in  South  Dakota,  by  nature,  are  stewards  of 
the  land.  However,  economic  pressures  place  greO't  strain  on  farming 
and  ranching  practices  and  it  becomes  more  difficult  each  year  for  peo- 
ple to  exercise  conservation  practices.  The  Great  Plains  program  and 
other  incentive  programs  are  necessary,  we  feel,  to  encourage  farmers 
and  ranchers  to  practice  conservation  which  is  necessary  to  preserve 
and  nurture  the  land  that  we  all  depend  on, 

I  think  it  is,  as  some  of  the  individual  landowners  testified  here  eai^ 
Her  today,  one  of  the  main  aspects,  one  of  the  most  attractive  aspects 
of  this  program  is  the  fact  that  it  is  a  partnership  between  the  Federal 
Government  and  the  individual  landowner.  The  individual  landowner 
is  very  much  involved  in  South  Dakota.  Our  people  are  very  inde- 
pendent. They  pride  themselves  in  their  ability  to  manage  and  operate 
their  land.  And  we  think  the  Great  Plains  program  is  one  that  defi- 
nitely should  be  extended.  Thank  you  very  much, 

Mr.  Daschle.  Thank  you.  I  want  to  thank  all  of  the  witnesses  for 
their  excellent  testimony  this  morning.  I  know  it  certainly  shed  a 
great  light  on  many  of  the  problems  that  we  are  facing  in  terms  of 
the  Great  Plains  conservation  program  and  conservation  programs  in 
general  as  we  face  them  in  South  Dakota. 

And  this  time  T  think  we  would  like  to  begin  our  questioning.  And, 
Mr.  Chairman,  I  am  going  to  defer  to  you  and  allow  you  to,  by  all 
means,  pursue  your  line  of  questioning. 

Mr.  Jones  of  Tennessee.  Tjet  me  ask  all  the  witnesses  who  have 
appeared  this  morning  to  come  up  here  to  the  microphone.  Tom  and  I 
will  engage  ourselves  in  some  questions  we  would  like  to  talk  about  a 
little  bit. 

Let  me  say  before  we  begin,  you  gentlemen  did  a  fine  iob.  I  enjoyed 
every  bit  of  the  test imonv.  I  might  even  go  a  little  farther  and  say  I 
almost  agreed  with  all  of  it.  But  it  was  good  testimony.  Rut  there  are 
some  things  I  want  to  ask  and  some  things  that  we  need  to  clear  up 
between  us  so  wo  know  what  sort  of  leg-slation  to  propose.  Whatever 
we  propose,  we  can't  always  get  passed,  but  we  try. 

I'm  going  to  ask  Mr.  Gary  Martens  a  question.  You  are  a  dairy 
farmer? 
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Mr.  Marten8,  Eight. 

Mr.  Jones  of  Tennessee.  That  is  what  I  was  raised  on,  a  dairy  farm. 
I  liked  what  you  said  about  ASCS  and  the  ACP  programs.  But  I 
don't  understand  exactly  how  we  can  go  about  this  ag  loan  provision 
that  you  were  discussing.  I  wish  you  would  discuss  t£at. 

Mr,  Martens.  Thank  you,  Mr.  Chainnan.  That  has  been  the  prc^ 
lem  when  I  did  go  to  Washington  with  this,  there  are  no  provisions 
today  for  an  ag  loan  type  of  loan.  And  this  is  what  we  are  asking  for, 
is  some  type  of  a  provision  similar  to  the  facility  loan  program. 

Mr.  Jones  of  Tennessee.  Let  me  make  a  proposal  to  you.  Why  could 
we  not  take  allowed  ASCS  offices.  I  don't  know  what  we  would  have 
to  do  this,  but  I  have  a  problem  with  agricultural  land,  too.  I  dont 
know  what  you  all  have  to  pay  for  it  up  here,  but  it  sure  costs  us  a 
lot  of  money  in  my  county.  Yesterday  in  Hutchinson  County  they 
said  $7. 

Mr.  Martens.  We  are  paying  13  to  20  in  my  part  of  the  State,  and 
it's  small  grain.  You  just  cannot  get  this  money  back. 

Mr.  Jones  of  Tennessee.  Why  don't  we  try  to  work  out  a  deal  that 
would  allow  the  ASCS  offices  to  make  a  long-term  loan  through  the 
CCC  ?  I  think  that  is  what  you  suggested. 

Like  we  did  with  the  facility  loan  and.  Tom,  like  we  have  talked  for 
the  gasohol  stills  on  farms,  I  had  a  proposal  that  T  sort  of  wanted  to  go 
that  wny  with  the  revenue  for  the  alcohol.  I  don't  know  whether  we 
could  have  made  it  or  not.  I  guess  gasohol  is  really  a  complicated  prob- 
lem in  many  respects  and  none  of  us  know  as  much  about  it  as  we  ought 
to.  You  have  done  a  lot  of  work  on  it.  Tom,  and  deserve  a  lot  of  credit 
for  what  you  have  done.  But  I  think  that  we  might  be  able  to  come 
up  with  something  without  le^slation. 

Mr.  Martens.  Can  we  do  that,  though  ? 

Mr.  Jones  of  Tennessee.  We  will  try.  Does  everybody  favor  that 
idea?  This  has  not  been  proposed  to  me  before  or  our  committee,  and 
1  think  it's  a  doggone  good  idea. 

Mr.  Guy.  The  statement  I  would  like  to  make,  after  being  in  Wash- 
ington last  ypfir  nnd  going  through  it,  why  do  we  expect  that  the 
legislature  will  act  because  we.  as  farmers,  and  agriculture,  are  such  a 
small  percentage  of  the  total  population.  I  don't  see  how  we  can  get 
anything  pas-i^d  that  would  Ik»  adequate  to  the  agricultural  program. 
It  seems  to  me  like  it  should  be  handled  in  an  ngricnitural  committee 
with  people  that  actually  know  instead  of  letting  everybody  act  on  it 
that  doesn't  know  what  they're  even  talking  about. 

Mr.  Jones  of  Tennessee.  You  have  to  be  legal  or  you  get  in  trouble. 
And  CCC  has  got  to  be  able  to  lend  that  money  for  that  particular  pur- 
pose. Like  as  identified  in  legislation,  they  can  make  loans  to  farm 
people  for  farm  fneilitv  loans.  An<i  the  Secretary  may  have  this 
authority.  Does  anybody  know? 

Mr.  CAflHD0LL.\R.  He  wouldn't  have  the  authority.  It  would  require 
legislation. 

Mr.  Martens.  Tliis  is  what  I  have  been  told. 

Mr.  Jones  of  Tennessee.  We  might  get  that  in,  though,  in  this 
new  conservation  bill  that  we  have  or  in  something.  I  am  not  sure.  We 
might  persuade  the  Senate  to  try  to  tie  it  onto  some  bill  over  there. 
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Mr.  Gut.  It  would  be  real  simple  to  look  at  it  like  this,  we  have  100 
people  and  say  we  in  agriculture  are  5  percent  of  those,  I  don't  think 
wo  should  let  the  other  95  tell  us  what  to  do,  how  to  do  it  or  what  is 
the  best  way  to  do  it. 

Mr.  Daschle.  I  agree  with  you,  too,  and  I  think  that  part  of  how 
it's  presented  to  the  other  95, 1  don't  think  they  always  take  the  attitude 
that  everything  we  propose  is  automatically  a  bad  deal.  And  so  it 
depends  on  the  chairman  and  on  people  like  myself  on  the  committee 
to  sell  it.  And  if  we  can  sell  it,  you  know,  and  I  think  it's  a  salable 
idea,  and  it's  even  salable  enough  to  make  me  want  to  consider  putting 
it  on  the  Great  Plains  bill,  if  that  is  possible.  But  if  we  can  work  out 
something  like  that,  I  think  it  makes  a  great  deal  of  sense. 

Mr.  Jones  of  Tennessee.  I  would  certainly  favor  it  because  it's  gotten 
to  where  it  runs  into  money.  At  one  time  it  didn't.  It  wasn't  very  bad 
when  it  was  a  dollar  and  a  half  a  ton  in  my  country,  but  now  it  has 
got  to  where  it's  terribly  expensive  and  we  have  got  to  do  the  same 
thing  as  you  do.  This  staff,  be  sure  and  remind  us  of  this  issue  because 
this  is  a  new  one  that  has  not  been  presented  to  this  subcommittee. 
Maybe  we  will  do  something  with  it. 

Sftr.  Martens.  This  is  also  badly  needed  in  Wisconsin,  Michigan, 
the  Upper  Peninsula  of  both  of  those  States. 

Mr.  Jones  of  Tennessee.  The  problem  of  programs  like  that  is  just 
exactly  what  you  said,  the  whole  United  States  doesn't  need  every  bit 
of  this.  They  are  willing  to  overlook  the  area  to  do  this. 

Mr.  Martens.  I  think  we  can  sell  this  one  on  conservation  on  the 
coasts. 

Mr.  Jones  of  Tennessee.  That  is  how  you  would  have  to  sell  it.  Any 
more  comments  on  that  question  ? 

Jlr.  Macnusson.  where  are  you  ?  We  talked  earlier.  I  want  to  tell 
you.  and  I  guess  you  know  this,  I  am  not  sure,  but  this  subcommittee 
made  a  recommendation  and  voted  it  out  for  $250  million  for  ACP.  We 
even  got  to  the  full  committee  with  no  problem.  But  the  Budget  Com- 
mittee cut  us  back  to  190.  see,  and  I  guess  someone  mentioned  that 
President  Carter  is  the  first  man,  first  President  in  my  lifetime,  I 
guess,  or  long,  long  time  anyway,  that  has  recommended  ACP  be  con- 
tinued. And  I  was  real  hopeful  that  we  would  get  $250  million.  It 
looked  pretty  good  at  one  time,  but  Mr.  Whitman  did  what  he  could 
do.  but  it  was  a  big  Budget  Committee.  They  cut  us  back. 

Mr.  Magnusson.  I  know  you  have  done  a  good  iob.  We  almost  lost 
it  here  4, 5  years  ago.  and  it's  been  like  Smith  and  Jones  and  that  took 
care  of  us.  so  we  still  got  the  program  going,  and  we  got  more  moneys 
than  we  did  at  one  time. 

Mr.  Jones  of  Tennessee.  ASCS's  foundation  is  ACP.  No  doubt  about 
that. 

Mr.  Locken.  you  want  our  work  continued  and  you  are  saying  it 
works  well  and  that  we  need  more  of  it.  I  agree  with  you  100  percent. 
It  was  a  good  statement.  It's  the  best  pnn^l  that  T  have  had  in  this 
whole  area  of  hearings.  Tom,  on  conservation.  We  have  been  a  little 
bit  weak  on  this  phase  of  it,  and  I  was  glad  to  get  it  balanced  more. 
Mr.  lyorRKN.  If  there  is  one  point  I  would  like  to  make,  it's  got  to 
be  workable  and  a  lot  of  these  farmers  out  liere  say  they're  going  to  put 
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in  a  shelter  and,  you  know,  they  are  froint  to  ^ve  their  land  up  for 
that  and  it  is  a  problem,  you  know.  We  all  would  like  to  farm  rif»ht 
straight  throujih  and  all  that,  and  somebody  will  give  up  land  for  it 
and  the  inconvenience  and  then  go  and  try  to  work  with  plantine  trees, 
and  maybe  he  has  got  a  favorite  kind  of  tree  he  wants  put  in.  Maybe 
one  tree  will  work  good  in  one  part  of  the  country  and  one  wouldn't 
work  good,  and  if  he  gets  turned  off  on  that,  saying  that  yon  have  fpA 
to  plant  this  kind  of  tree,  he  needs  somebody  to  stand  behind  him  like 
the  county  committee  to  say,  hey,  let's  go  in  and  do  it  the  way  he  wants 
to  because  he  is  making  a  sacriiice. 

Mr.  JoNKs  of  Tennessee.  One  of  the  statements  you  made  that  I  liked 
very  much  is  more  of  it  ought  to  be  directed  to  the  local  leveL  We  had 
that  discussion  yesterday  in  Hutchinson  with  one  or  two  of  the  prob- 
lems. My  experience  has  been,  and  I  believe  this  is  correct,  that  it  8  not 
the  Washington  office  tliat  makes  those  directives.  That  authority  is 
handed  down  to  State  officos  in  most  cases.  But  the  State  offices  tust 
simply  don't  always  put  it  in  the  hands  of  the  local  offices  like  theT 
should,  and  I  think  that  is  something  that  we  can  take  back  and  wore 
on  a  little  bit  more  because  our  Secretary  of  Agriculture  is  very  much 
in  favor  of  that  type  of  an  operation  and  I  also  am  in  favor  of  it.  I  have 
always  said  we  have  got  too  much  government  in  the  Nation's  Capital 
and  not  enough  on  the  local  level.  And  I  appreciated  that  statement 
you  said.  We  had  that  yesterday  two  or  three,  times  too. 

Leonard,  I  want  you  to  know  that  I  have  not  ever  voted  for  foreign 
aid.  I  just  had  to  get  that  in,  because  I  have  supported  programs  here 
at  home.  I  am  just  like  you,  I  think  we  ought  to  take  care  of  our  home 
folks  first.  I  made  a  few  statements  I  probably  shouldn't  have  made  as 
n  public  official.  Comes  from  the  heart,  I  believe. 

Mr.  Ekstrum,  the  paper  that  you  presented  on  conservation  and 
credit  is  a  good  one.  I  followed  you  very  closely  when  you  said  that  we 
are  opposed  to  any  attempt  to  require  farmers  or  ranchers  to  partici- 
pate in  conservation  programs  as  a  condition  of  eligibility  for  federally 
funded  agricultural  economic  assistance  procrams.  I  know  what  yon 
are  talking  about.  I  presume  by  what  you  said  that  you  are  strictly  op- 
posed to  the  piece  of  legislation  that  .Tim  Jeffords  introduced. 

Mr.  Ekstrum.  What  1  know  about  it. 

Mr.  JoiTES  of  Tennessee.  Bob,  Wayne,  can  you  elaborate  on  the  Jef- 
fords bill! 

Mr.  Cashdoli^xr.  The  Jeffords  bill  would  tie  the  benefits  of  commod- 
ity programs  to  nn  agreed  upon  conservation  plan  for  the  farm,  and  80 
that  you  couldn't  get  the  support  loans  or  target  price  benefits  unless 
you  had  an  operating  conservation  plan  on  your  farm. 

Mr.  Jones  of  Tennessee.  Where  is  the  hill ! 

Mr.  CASiroOLt^R.  It's  in  your  drawer. 

Mr.  Jones  of  Tennetsee,  All  right.  I  giioes  we  will  keep  it  there. 

Mr.  Martens.  Congressmen,  if  I  could  comment  just  1  minute  on 
this,  I  have  talked  with  my  district  conservationist  on  this  and  in  my 
county  I  don't  believe  that  we  have  10  percent  of  the  farmers  that 
have  a  farm  plan.  It  takes  anywhere  from  3  to  5  days  to  develop  a 
farm  plan  and  only  the  district  conservationist  can  do  this.  And  we 
have  800  farmers.  You  can  figure  in  your  head  it  isn't  feasible.  It'fl 
a  good  idea,  but  it's  not  feasible. 
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Mr.  Jones  of  Tennessee.  I  have  ^t  some  news  for  you,  too.  A  lot 
of  those  plans  drawn  up  arent  to  date. 
Mr.  Martens.  That's  right ;  99  percent  of  them. 
Mr,  Jones  of  Tennessee.  I  liave  one  at  home,  and  there  are  a  lot  of 
other  people  that  have  them,  too. 

I  want  to  ask  you,  Mr.  Ekstrum,  would  you  favor  some  sort  of  an 
incentive  program  for  conservation  practices;  in  other  words,  some 
incentive  for  a  farmer!  I've  been  in  Congress  11  years  now,  and  I  have 
almost  come  to  the  point  that  I  believe  that  we  are  going  to  have  to 
start  standing  up  on  our  own  feet  and  doing  some  of  the  jobs  that 
we  have  depended  upon  the  Government  to  do  that  cost  so  much  money, 
and  that  is  where  the  bureaucracy  is.  It's  not  in  our  legislative  part  of 
the  Government,  It's  down  in  the,  executive  branch.  All  those  old  rules 
and  regulations  that  you  have  to  comply  with  and  a  lot  of  people 
just  refuse  to  do  it  and  can  do  it  cheaper  by  not  having  to  comply 
with  them. 

That  is  what  these  hearings  are  really  all  about,  that  we  can  develop 
some  plan  for  incentive  conservation  work  to  challenge  you  as  a  farmer. 
If  you  lose  some  advantage  in  some  way  or  another,  if  you  lose  so  and 
so,  you  will  receive  some  additional  compensation  for  your  services. 

Somebody  mentioned  the  trust  fund.  We  built  our  highway  system 
with  a  highway  trust  fund  developed,  saved,  collected  from  gasoline 
tax.  Our  mterstate  system  was  built  that  way.  This  might  be  a  way 
that  we  could  do  something  for  conservation.  There  might  be  a  lot 
of  other  ways  we  could  do  it.  We  liave  had  some  proposals  in  that 
direction.  You  gentlemen,  some  of  you  know  the  National  Limestone 
Institute  is  interested  in  that.  Bob  Cook  has  done  a  lot  of  work  in  that 
regard.  And  NSCI)  has  done  a  great  job  in  that  direction.  And,  of 
course,  the  locals  and  the  State  organizations  have  done  the  same.  But 
I  feel  like  that  we  are  so  far  behind  in  conservation  practices  through- 
out the  country,  and  one  part  of  the  United  States  almost  needs  them 
as  bad  as  another.  Somebody  has  already  said  the  other  day,  I  agree, 
that  the  Great  Plains  program  would  work  in  Tennessee.  It  will  work 
in  a  lot  of  places.  You  are  just  fortunate  to  have  it.  That  is  all.  We  are 
going  to  see  to  it  that  you  keep  it.  Would  you  favor  some  sort  of  an 
incentive  t 

Mr.  Eksthum.  A  lot  would  have  to  do  with  what  that  incentive 

Mr.  Jones  of  Tennes.see.  I  think  what  I  am  trying  to  say  is  it's  some 
sort  of  a  program  that  farm  people  could  help  develop. 

Mr.  Ekstrum.  Yes.  What  I  was  getting  at,  there  was  a  lot  of  talk 
of  this  type  of  program  that  you  shove  something  down  a  farmer's 
throat  that  he  doesn't  want  and  wc  think  that  is  unfair.  I  don't  think 
any  farmer  should  be  forced  to  do  something  he  doesn't  want  in  that 
respect.  In  order  to,  you  know,  take  advantage  of  some  other  program 
he  has  to  comply  in  this  respect  is  not  right. 

Mr.  Jones  of  Tennessee.  Before  I  ask  you  this  next  question,  is 
anybody  with  the  Farm  Credit  System  here  J 

A  Voice.  Yes. 

Mr.  Jones  of  Tennessee.  This  farm  credit  bill  that  we  have  that 
I  have  introduced  on  behalf  of  the  Farm  Credit  Administration,  it 
already  has  some  cosponsors,  I  agree  with  you  wholeheartedly  that 
the  Farm  Credit  System  should  not  lose  sight  of  its  primary  purpose, 


ly  Google 


218 

and  that  is  to  provide  credit.  Now.  the  insurance  part,  of  it,  I  have 
already  been  to  task  \rith  the  Governor  and  the  Fedeml  Board  about 
this  pilot  program  that  they  have.  And  where  is  that  pilot  program^ 

Mr.  Cashdollar.  South  Carolina.  Xew  Orleans,  and  Louisville. 

Mr.  JoN'ES  of  Tennessee.  South  Carolina,  New  Orleans — not  Louis- 
ville. 

Mr.  Casrdollar.  I  thought  it  was  Louisville. 

Mr.  Jones  of  Tennessee.  I  dont  think  it's  Louisville.  But  anyway, 
they  have  got  three  banks  somewhere  in  this  insurance  program.  I'm 
getting  a  lot  of  flack  about  that  because  I  don't  mind  telling  you  there 
is  going  to  be  a  lot  of  opposition  to  a  continued  insurance  pn^ram, 
no  objection  to  credit  life  or  what  they  have  had  and  what  the  majority 
of  the  PCA's  and  FLB's  write,  today.  But  goine  out  into  the  insurance 
sector  is  going  to  be  a  real  undertaking  for  them,  and  it's  going  to 
open  up  a  lot  of  criticism  for  them.  And  I  was  glad  to  see  this  in  your 
statement.  We  had  something  like  that  yesterday  down  in  Hutchinstm. 
We  had  somebody  recommend,  and  I  believe  he  was  in  tlie  banking 
field,  that  the  FLB's  and  the  PCA's  go  tc  variable  intei-est  rates? 

Mr.  Cabiidoll.\r.  A  Farmers  Union  witness. 

Mr,  Jones  of  Tennessee.  Yes,  a  Farmer  Union  witness.  T  don't  see 
how  variable  interest  rates  would  work  with  the  Federal  land  bank. 
Anybody  here  from  a  PCA?  Do  you  all  have  variable  interest  rates! 

A  Voice.  Yes ;  we  do. 

Mr.  Jones  of  Tennessee.  We  do  in  my  country,  too.  But  I  don't  know 
how  you  can  do  that  with  land  bank  loans. 

A  Voice,  I  am  from  the  farm  credit  system,  and  we  have  been  in 
the  variable  interest  rate  program  since  1966. 

Mr.  JoNZB  of  Tennessee.  With  the  land  bank  ! 

A  Voice.  With  the  land  bank.  It's  tied  to  money  costs  and  it's  been 
a  very  good  program,  I  think  it's  been  very  well  accepted. 

Mr.  JoxES  of  Tennessee.  Does  that  mean  that  you  don't  have  any 
more  5  percent  loans! 

A  Voice.  That  is  correct,  sir. 

Mr.  .Tones  of  Tennessee.  Just  what  I  thought  you  meant.  All  the 
banks  don't  do  that ' 

A  Voice.  All  the  land  banks  in  the  whole  system  of  the  United 
States  are  all  on  variable  interest  rates  today.  A  good  example  is  today 
the  highest  money  costs,  the  rate  in  our  district  is  fi^  compared  to 
the  primary  which  we  all  know.  I  think  that  is  tied  to  the  overall 
bond  outstanding  and  it's  looked  at  in  terms  of  the  total  cost,  to  the 
system  and  what  is  required  to  maintain  income  and  reserves  for 
the  system. 

Mr.  .Tones  of  Tennessee.  That  is  what  this  man  was  recommending 
yesterday. 

^^r.  CAsiinoLLAR.  He  was  complaining  about  it,  ITe  didn't  like  it, 

Mr.  Fletciieh.  He  wanted  to  get  away  from  the  vnrinble  rates. 

Mr.  .Tones  of  Tennessee.  Is  that  what  he  said?  I  thought  it  wns  the 
other  way  around. 

Mr.  DAsniLE.  Tomorrow  we  will  be  talking  more  about  your  testi- 
mony and  figuring  out  what  you  said. 

Mr.  Jones  of  Tennessee.  We  have  got  to  read  it. 
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A  Voice.  If  I  may  interject  here,  land  banlc  variable  rates  have 
heen  going  up.  I  think  it's  a  point  and  a  qtfiiter  in  the  past  year.  Isnt 
that  correct! 

A  Voice,  Three-quarters  in  our  district.  It  varies  in  the  districts. 

A  Voice.  It  has  gone  up  from  the,  time  that,  say,  I  signed  up  for  a 
loan,  three-quarters  of  a  point  or  a  point  and  a  quarter. 

Mr.  JoxEs  of  Tennessee.  Are  you  from  Omaha  ? 

A  Voice.  Yes,  sir. 

Mr.  Jones  of  Tennessee.  You  said  something  about  the  export- 
import  financing  bill  in  part  of  your  Farm  Credit  Administration 
recommendations.  You  said  international  banking  is  a  complicated  and 
risky  business.  I  imagine  it  is.  On  the  surface  it  appears  to  be  a  long 
way  from  the  original  intent  of  the  purpose  of  the  farm  credit  .system. 
We  urge  extreme  caution  and  detailed  study  before  this  proposal  is 
adopted.  Let  me  say  to  all  of  you  here,  this  subcommittee  will  need  some 
help  in  that  area  because  we,  at  this  point,  are  not  sure  as  to  what  the 
direction  shouM  be,  either.  We  don't  know.  We  were  in  Hutchinson 
yesterday.  And,  of  course,  you  can  imagine  fliat  they  had  some  testi- 
mony there  tliat  would  be  interested  in  expoiting-impoi-t  financing  by 
the  Farm  Credit  Administration.  But  it's  the  first  that  we  have  had. 
And  I  was  glad  to  see  you  said  what  you  did  here. 

I  won't  take  any  more  time,  Tom.  Thank  you. 

Mr,  Daschle.  I  wanted  to  ask  a  couple  of  questions  in  regard  to  the 
way  the  State,  Federal,  and  the  county  levels  function  together  in 
determining  conservation  practices  in  a  given  county.  How  well  do  they 
work?  Is  there  ever  any  conflict  between  or  among  the  three  levels  or 
is  it  generally  decided  uixin?  Who  has  the  lead  role  in  determining 
county  conservation  practices? 

Mr.  ScHTJLTz.  Are  you  talking  about  Great  Plains? 

Mr.  Daschle.  Primarily  Great  Plains. 

Mr.  ScHULTz.  The  State  has  a  committee.  I  sat  in  as  part  of  it  a  short 
time  ago  where  we  decided  on  the  various  programs  we  felt  would  be 
of  interest  across  the  State,  and  then  it  comes  to  each  district  and  they 
review  that  program  and  practices  and  then  they  liave  the  opportunity 
to  submit  any  better  one  that  they  may  have  that  they  think  has 
promise.  It's  sent  into  the  State  and  into  D.C.  to  be  turned  down,  prob- 
ablj.  But  I  think  it  worlts  quite  well.  We  have  a  say,  is  what  you  are 
trying  to  say? 

Mr.  Daschle.  To  what  degree  does  that  decision  depend  upon  the 
kind  of  interest  there  appears  to  be?  I  understand  now  for  the  Great 
Plains  program  nationwide  there  is  a  waiting  list  of  close  to  6,000 
people.  And  if  you  break  that  down  by  counties  you  find  there  is  quite 
a  waiting  list.  What  factors  are  weighed  into  your  decisions  on  these 
counties? 

Mr.  ScHtn.TZ.  That  is  a  good  question,  you  know.  When  they  lay 
there  so  long  people  lose  interest.  And  in  our  district  we  attempt  to 
not  get  too  manv  in.  If  a  fellow  has  to  wait  too  long,  he  is  going  to  be 
real  discouraged  and  it's  been  such  a  touch  and  go  type  thing  for  so 
long,  that  you  never  loiow  one  year  to  the  next. 

A  Voice.  In  our  particular  area  up  there,  the  supervisors  set  up 
priority  on  these  applications;  in  other  words,  there  is  some  of  them 
that  are  real  emergencies,  you  might  say,  and  some  of  them  are  what 
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we  know  are  long-range  plans.  We  can't  get  them  all  htraored,  you 
know,  so  they  have  to  kind  of  wait  their  turn.  And  the  superViBors  in 
our  particular  district,  local  district,  we  set  those  priorities.  We  have 
five  supervisors  and  they  pretty  well  represent  the  district,  see. 

Ml'.  Daschle.  You  have  a  comment,  too,  on  that  ( 

A  Voice.  Tom,  j'es.  You  know,  Mina  Lake,  10  miles  to  the  west, 
there  is  a  water  quality  improvement  area  involved  there.  It  involves 
three  conservation  districts,  McPherson,  Edmunds,  and  South  Brown. 
As  far  as  determination  on  which  area  gets  the  priority,  which  land- 
owner gets  the  priority,  in  Edmunds  County  we  have  been  operating 
primarily  on  the  basis  that  those  within  the  watershed  to  the  Mina 
Lake  at  present  have  priority.  Xot  only  do  we  use  the  Great  Plains 
program  there,  we  also  use  the  water  planning  program,  which  has 
not  been  mentioned  here,  but  which  is  in  the  testimony  which  was 
presented  by  Xorth  Dakota.  We  are  also  using  a  special  ACP  fund 
that  was  guaranteed  to  us  by  the  State  ASCS  committee. 

Now,  to  answer  the  other  part  of  your  question  as  far  as  how  dock- 
ets are  developed,  as  chairman  of  the  State  conservation  commission, 
I'm  one  of  the  members  that  serves  on  a  State  committee  that  develops 
the  Stjitr  docket  along  with  people  from  South  Dakota  State  Univer- 
sity. Forestry  Service,  and  manv  other  State  and  Federal  agencies. 
This  group  recommends  to  the  State  ASCS  committee  the  practices 
and,  in  many  oases,  priorities  and  patterns  of  cost  sharii^.  But  these 
are  primarily  recommendations.  The  State  ASCS  committee  can  use 
them  or  they  need  not  use  them.  But  primarily  they  follow  the  recom- 
mendations of  this  committee. 

Mr.  Dasciii-e.  Lars,  I  wanted  to  ask  you  a  question  in  regard  to 
that  legislation  that  you  are  proposing  m  Pierre  dealing  with  what 
is  the  tax  credit  that  would  provide  a  writeoff  of  your  investment  for 
shelter  belts  and  other  defined  conservation  practices;  is  that  itt 

Jlr.  Herseth.  No;  that  piece  of  legislation  was  not  very  progres- 
aivo — you  might  say — in  manner,  and  wouldn't  have,  on  an  individual 
basis,  have  meant  a  great  deal  to  each  individual  landowner  unless 
he  happened  to  have  a  great  number  of  acres  in  trees.  But  what  it  did 
was  give  a  tax  credit  to  those  number  of  acres ;  in  other  words,  he  puts 
thase  into  a  shelter  belt  area.  He  is  still,  depending  upon  what  area 
or  what  county  you  are  in,  paying  anywhere  from  50  cents,  I  sup7X)se, 
to  $8  or  $3  an  acre  in  taxes  every  year  on  that  shelter  belt.  You  might 
have  25  or  30  acres  and  still  be  required  to  maintain  them.  What  that 
program  did  was  rebate,  you  might  say,  back  to  the  local  level  Uie 
amount  of  dollars  that  he  had  paid  in  taxes. 

Mr.  Dasthle.  Going  along  with  what  the  chairman  said  earlier,  I 
think  in  trj'ing  to  provide  a  way  of  giving  an  incentive  to  people 
that  conserve  above  and  t)eyond  the  Iwnefit  that  is  derived  obviously 
from  conser^'ation — and  that  is  a  very  discernible  benefit — it  seems 
to  me  (hat  a  tax  credit  has  some  merit.  We  are  talking  about  operating 
costs  that  are  skyrocketing  and  we  are  tryinjr  to  find  ways  in  which  to 
promote  development  of  conservation.  And  it  almost  seems  to  me  that 
we  are  in  a  position  to  deal  with  both  operating  costs  and  conservation 
through  incentives,  thi-ough  that  idea.  It's  an  interesting  one  to  kick 
around.  And  it  would  be  interesting  to  take  a  look  at  it  at  the  Federal 
level.  And  I  don't  know  if  anybody  has  any  comment  on  it,  but  it 
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A  Voice.  NACD  has  brought  up  this  idea  they  call  a  free  ticket, 
I  believe.  They  haven't  really  set  any  guidelines.  Wliat  we  hope  would 
happen  would  be  it  would  oe  taken  over  locally.  In  other  words,  a 
farmer  or  rancher  that  had  accomplished  a  good  job  of  conservation, 
would  be  awarded  a  free  ticket  certificate  or  whatever,  but  in  the 
end  result  I  think  their  hope  was  that  mRvbe  through  tax  rebate  or 
tax  incentive,  local  or  maybe  even  State.  I  dont  know.  It  could  get  to 
be  a  terrifically  large  program  to  manage,  is  the  only  thing.  I  am  not 
against  it,  but  when  you  are  starting  to  think  big,  it  could  get  out  of 
hand.  And  already  the  supervisors  in  every  State  in  the  Union  are 
swarmed  with  work.  But  maybe  something  good  will  come  out  of  it 
after  all.  They  are  doing  a  lot  of  study  on  this. 

Mr.  Harner.  Tom,  if  I  might  just  commemt  on  that,  one  of  the 
problems  we  ran  into  was  that  piece  of  legislation  was  would  the 
benefits  equal  out  the  administrative  cost.  And  there  were,  of  course, 
administrative  costs  involved  between  State  and  local  government. 
And,  you  know,  that  is  part.  I  think,  of  the  difiiculty  of  relying  upon 
the  State  government  and  State  funds  to  finance  conservation  prac- 
tices. 

A  Voice.  Tom,  one  of  my  pet  peeves  is  that  agriculture  or  farmers 
and  rancliers  that  practice  conservation  never  get  any  credit  for  the 
fringe  benefits  that  result  from  the  work  they  do,  and  I  am  talking  for 
one  part,  the  wildlife.  Now,  I  am  not  a  hunter.  In  fact,  if  a  deer  took  a 
look  at  me,  I  couldn't  shoot  him,  I  have  trouble  shooting  skunks  and 
gophers.  But  we  have  those.  We  have  an  abundance  of  wildlife  on  our 
unit.  In  fact,  in  1976  our  unit  was  one  of  three  that  was  picked  by  the 
State  by  the  Isaak  Walton  Ijeague  for  wildlife  conservation.  And 
maybe  this  is  one  of  the  points  that  you  people  on  the  committee  will 
have  to  use  to  sell  this  to  your  urban  counterparts. 

The  point  that  really  peeves  me  is  that  we  are  not  given  any  credit 
for  water  impoundments,  manmade  water  impoun(unent  as  far  as 
what  it  does  for  waterfowl.  In  driving  back  and  forth  from  one  field 
to  the  other,  I  go  by  about  eight  of  these  what  they  call  low-lie  dug- 
outs. They  are  about  a  2,000-cubic-foot  hole  that  has  water  in  it. 
And  I  see  ducks  on  there.  And,  of  course,  1  thought  after  listening  to 
wildlife  biologists  that  these  must  all  be  retarded  ducks  because  Uiey 
aren't  supposed  to  be  using  those.  But  a  study  that  was  made  by  the 
U.S.  Fish  and  Wildlife  Service  back  in  1958  and  was  never  released — 
in  fact,  the  copy  I  got  said  that  it  was  confidential  for  intradepart- 
mental  use  only — stated  or  showed  that  waterfowl  was  using  the  low- 
lie  dugouts  even  more  than  the  national  wetlands.  But  we  are  never 
told  this.  We  are  never  given  any  credit  for  all  these  things  that  we 
have  done.  I  think  it's  about  time  that  our  city  cousins  realize  that 
what  we  do  as  far  as  conservation  has  many  fringe  benefits  over  and 
above  the  wildlife  ones  that  I  have  mentioned. 

Mr.  Daschle.  I  want  to  pursue  just  a  couple  of  other  questions 
before  we  break  up  this  morning.  They  deal  mainly  with  the  legisla- 
tion specifically  that  we  have  in  front  of  us  right  now.  There  were 
some  diiferenccs,  and  I  }ust  want  to  get  your  general  overview  of 
how  you  feel,  what  you  think  of  the  differences. 

There  are  four  bills  pending  before  the  committee.  Some  of  the 
bills  provide  for  limiting  the  Great  Plains  conservation  program  to 
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the  10  States  that  are  carrently  designated.  Some  designate  that 
other  counties  may  be  used  or  may,  once  we  review  this  program, 
enroll  in  the  program.  There  are  bills  that  will  open  this  up  entirely 
to  the  whole  country.  And  I  would  just  be  interested  in  your  thou^ts 
on  how  you  think  that  next  extension  of  the  Great  Plains  program, 
if  indeed  we  can  get  it  passed,  ought  to  be  written.  I  don't  seem  to 
have  a  eonsensuy  in  my  own  mind  on  how  you  feel  about  it. 

Mr.  ScHULTZ.  I  am  glad  you  brought  that  up,  Tom.  I  was  won- 
dering where  we  should  do  it.  I  think  personally  NACD,  as  long  as 
I  have  worked  with  them,  their  standing  has  been  hopefully  for  an 
open-ended  bill  as  far  as  years  and  as  far  as  money  and  include  all 
of  the  counties  in  these  10  States.  Now,  I  noticed  one  bill,  and  I  be- 
lieve Congressman  Jones  had  his  name  on  that,  which  would  allow 
counties  outside  of  this  area  to  be  a  part  of  this.  If  they  do  that,  I 
think  that  is  good.  Not  that  I  like  to  agree  with  you.  but  I  think  this 
is  a  tremendous  program  and  people  outside  should  have  an  O[mor- 
tunity  to  get  in.  And  I  have  been  approached  by  several  people  from 
Tennessee,  and  they  have  an  area  there  that  they  do  have  a  problem. 

Mr.  Daschle.  So  you  are  saying,  Leonard,  it  ought  to  be  open- 
ended,  it  ought  to  include  the  entire  country  and 

Mr.  ScHLi.Tz.  If  you  got  the  money  to  go  with  it.  No.  I  think  it 
would  be  good  anyplace  in  the  United  States  and  it  could  be  regional- 
ized and  that  is  my  opinion.  I  have  held  it  for  some  time, 

Mr.  Hehseth.  You  know,  I  guess  a  little  bit  different  line  is  I  tend 
to  agree  that  it  probably  coula  be  used  thi-oughout  the  country.  But 
depending  on  how  much  financing  you  are  aole  to  get  through  the 
budget  and  through  the  rest  of  the  Congress  as  to  whether  it  will  go 
into  the  program,  if  you  spread  those  doilai-s  too  thin  acros.'i  the  whole 
country,  you  really  don't  nave  a  program  any  more  because  you  have 
certain  areas  that  arc  more  devastated  and  more  susceptible  to  wind 
and  water  erosion,  and  I  think  in — those  might  not  lie  within  the 
10-State  region.  And  perhaps  a  mechanism  should  be  built  into  that 
legislation  where  you  have  a  county  or  croup  of  counties  in  a  given 
State  that  lies  outside  of  that  region  but  nas  a  tremendous  problem  in 
that  area,  that  somehow  through  some  mechanism  they  could  petition 
into  the  program.  To  make  it  open-ended,  I  think  you  would  spread 
yonrdollarssothin  that  pretty  soon  you  wouldn't  handle  any  problems. 

Mr.  Jones  of  Tennessee.  I  think  what  you  gentlemen  are  saying  is, 
you  want  the  Great  Plains  program  continued  and  you  don't  want  any 
damage  done  to  the  funding  of  the  present  program  as  far  as  the  10 
States  are  concerned,  but  you  think  it's  a  good  idea  nationally  if  you 
can  get  the  money,  is  that  what  you  are  saying^ 

A  Voics.  I  concur  with  Lars. 

Mr.  ScHUL-ra.  There  isn't  any  question. 

Mr.  Harner.  It  seems  to  me  that  we  have  had  a  program  that  hasnt 
been  mentioned  here  today  called  resource  conservation  program,  and 
we  have  seen  some  of  these  dilutions  of  money  where  the  pie  stays  the 
same  and  we  get  more  and  more  projects  and  it's  sliced  thinner  to 
accommodate  those  other  projects.  That  is  a  good  example  of  what  we 
are  saying  here.  And  it  would  seem  to  me  that  perhaps  it  wouldn't  be  a 
Great  Plains  program  for  the  rest  of  the  country,  but  there  certainly 
are  possibilities  for  regional  programs  that  are  similar  to  the  Great 
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Plains  program  and  that  are  based  on  the  same  basic  principles  as  the 
program.  But  the  fear  certainly  is  that  if  we  enlarge  the  area  that  is 
covei-ed  by  the  Great  Plains  program,  that  the  funding  will  stay  the 
same  and  be  sliced  down  thinner  and  thinner. 

Mr.  JoxEB  of  Tennessee,  That  is  tlie  big  problem  this  committee  is 
going  to  have  to  really  take  some  notice  of  because  there  is  no  reason  to 
damage  the  Great  Plains  program.  It's  too  good  a  program.  It  may 
have  its  weaknesses  like  all  of  iis  have  weaknesses,  but  at  the  same  time 
I  come  from  an  area  that  needs  help,  and  von  know  that,  Leonard.  I 
wouldn't  want  to  do  something  that  would  be  in  jeopardy  of  this.  I 
don't  know  whose  bill  that  was  that  has  got  my  name  on  it, 

Mr.  ScHULTz.  I  don't  know  which  hill  it  is  on  that.  I  am  like  you, 
again.  I  didn't  bring  it  with  me.  I  had  a  couple. 

Mr.  Makten's.  I  would  like  to  comment  on  the  working  relationships 
between  the  ASCS  offices,  the  SCS  and  the  soil  and  water  boara. 
The  problem  is  in  personnel  and  not  the  agencies.  We  have  gone  from 
a  situation  in  our  county  where  the  door  never  opened  between  the 
two  offices  to  a  point  where  we  have  to  grease  the  doors.  Personnel  is 
the  big  problem. 

Another  thing  on  the  Great  Plains,  we  dont  have  it  in  Minnesota. 
And  I  can  see  just  in  hearing  what  has  been  said  here  that  we  could 
handle  that  through  our  ASCS  system  with  the  development  com- 
mittees working  like  we  do  on  this  limestone.  I  don't  think  we  need, 
if  you  can  excuse  the  expression,  another  bureaucracy.  We  have  it 
here.  We  have  offices  in  .^,000  counties  throughout  the  TTnited  States. 
So  I  guess  what  we  have  got  to  do.  do  we  want  administrative  costs 
or  do  we  want  conservation  on  the  land.  And  this  is  what  your  com- 
mittee is  going  to  have  to  make  a  determination  on. 

Mr,  Daschle,  Dale,  let  me  ask  you,  you  were  enrolled  in  a  program 
how  many  years  now  ? 

Mr,  Encelhart.  Two. 

Mr.  Daschle,  Two.  And  were  you  on  a  waiting  list  before  you  got  in 
there? 

Mr.  Enoelhart.  No. 

Mr.  Daschle,  You  got  right  in.  And  how  about  you,  Fritz? 

Mr.  BosEBROCK.  I  got  in  early. 

Mr.  Dascih-e.  'Where  is  this  waiting  list  coming  from?  Is  it  just  a 
case  of  not  enough  money  or  are  there  other  problems  involved  besides 
the  money  ? 

A  Voice.  I  think  these  two  gentlemen  here  from  Brown  County,  the 
reason  there  was  no  waiting  list  here  primarily  is  Brown  County  is  a 
recent  addition  to  the  Great  Plains  area.  In  the  areas  where  it  has 
been  in  existence  since  the  original  bill,  this  is,  I  believe,  where  the 
waiting  lists  are.  Now,  when  they  see  the  advantages,  it  precipitates  a 
waiting  list. 

Mr.  Guy.  I  think  Brown  County  was  only  added  about  4,  5  years 
ago. 

Mr.  RosEBPocK.  1971. 

Mr.Gcry.  That  long? 

Mr.  Daschle.  So  what  you're  saying  is  the  longer  it's  around  the 
niore  people  want  to  get  involved  and  mainly  it's  a  question  of  fund- 
ing; it  isn't  that  there  are  too  many  papers  to  fill  out  and  applica- 
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tions  and  all  this  that  keeps  you  on  the  waiting  list!  It's  just  that 
your  number  comes  up  as  the  money  becomes  available,  is  that  correct! 

A  Voice.  Frequently. 

111-.  Gap.  1  am  Robert  Gap.  I  am  with  the  McPherson  County  Con- 
servation District  and  we  presently  have  95  active  contracts  in  our 
county.  We  have  10-member  operators  waiting  to  get  on  Great  Plain 
contracts.  So  we  have  about  10  percent  of  what  we  can  serve  that  are 
not  being  served.  And  it's  primarily  because  of  lack  of  funding.  Just 
to  go  a  uttle  further,  our  county  has  only  about  one-third  of  its  land 
that  has  been  under  a.  Great  Plains  contract.  Also  going  back  to  the 
1976  drought,  I  believe  it's  a  matter  of  record  that  the  people  that 
were  on  the  Great  Plains  contract  did  not  need  Federal  assistance  as 
much  or  probably  none  at  all  in  the  emergency  feed  program.  So  the 
Great  Plains  contract  benefits  not  just  the  individual  farmer,  but  it 
benefits  the  whole  Nation  in  that  respect,  that  it  doesn't  call  in  the 
Federal  Government  for  emergency  prt^rams. 

Mr.  Daschle.  You  have  a  big  program  there — 150,000  acres  I  have 
got  listed  here,  approximately  enrolled  in  Great  Plains.  Is  that  about 

a? 

Mr.  Gap.  In  the  county! 

Mr.  Daschle.  Yes. 

Mr.  Gap.  At  present  we  have  a  total  Great  Plains  contract  acreage 
of  259,000.  Active  ones  would  be  approximately  the  figure  you  have. 

Mr.  Daschle.  I  am  talking  about  contracts,  I  guess,  112  contracts! 

Mr.  Gap.  Ninety-five  contracts  that  are  active  at  the  present  time. 

Mr.  Daschle.  We  have  got  the  most  up-to-date  Government  sources. 

Let  me  ask  one  other  question  and  then  close  up  the  meeting.  I  have 
got  a  list  of  all  of  the  practices  that  are  authorized  under  Great  Plains. 
I  am  wondering  as  we  look  at  the  next  10  years,  have  we  left  out  prac- 
tices that  are  authorized  that  shouldn't  be!  How  do  you  look  upon 
the  program  as  it  exists?  Does  it  go  far  enough  or  are  we  authorizing 
some  things  in  here  that  may  not  need  to  he  authorized ! 

Mr.  ScHrLTz,  I  think  each  county  can  weed  tiliem  out.  Some  of  them 
were  left  there  just  in  case  they  maybe  have  value  someplace.  We 
added  one  we  asked  for.  That  has  to  come  from  your  town.  Maybe 
you  could  have  it  and  I  have  neveir  heard  of  it.  But  that,  we  feel,  would 
be  an  erosion  control  because  the  State  has  erosion  control  law.  The 
thing  has  great  possibility. 

A  Voice.  Tom,  another  problem  we  have  in  the  western  South 
Dakota  district  I  think  is  twrsonnel,  SCS  personnel  to  handle  these 
contracts.  In  my  district  I  can't  remember  how  many  contracts  we 
have  got.  Wo  have  got  a  lot  of  them.  But  we  have  got  a  waiting  list 
of  95  or  30  right  now.  We  can't  do  a  thing  with  them  because  we  don't 
have  the  ftmds.  And  if  the  funds  were  to  come  through  tomorrow,  we 
wouldn't  liave  the  personnel.  That  is  true  in  a  lot  of  counties,  and  I 
believe  you  have  got  Brad  Bonhorst  here  from  the  State  office.  Do 
you  agree  with  that! 

Mr.  RoxHimsT.  We  have  a  problem  with  personnel,  yes. 

A  Voirr,  It  isn't  onlv  funds,  it  is  also  personnel.  Of  course,  in- 
directly that  nms  into  funds,  you  know,  at  the  Washington  level. 

Mr.  Dawhle.  Mr.  Chairman,  I  am  out  of  questions.  Is  there  any 
other  coumient  that  somebody  would  like  to  make  before  we  close! 
Chuck  Bellman  is  in  the  back.  Chuck  ! 
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Mr.  Beluiax.  I  un  from  Faulk  Coanty.  Bod  we  hare  about  14  or 
Vi  oa  th«  wftititt^  list  right  now.  The  funds  are  not  available  which 
ererybody  is  talking  about.  This  would  be  a  good  time  to  ask  when 
thoge  funds  would  become  available  because  <>tober  1  was  some  sort 
of  deadline.  .\nd  there  are  some  other  comments  I  will  make,  but 
I  will  present  them  later.  Thank  you. 

Mr.  Daschle.  Next  week  I  think  the  continuing  resolution  will  be 
passed.  And  as  soon  as  that  happens,  funds  will  be  made  available 
for  the  next  fiscal  year.  I  would  guess  no  later  than  the  middle  of  the 
week.  But  that  is  a  very  legitimate  question,  and  it's  not  one  that  I 
like  to  have  to  answer  because  I  think  it  should  be. 

Mr.  Belucax.  I  hope  they  understand  it  freezes  up  here  and  we 
have  frost,  and  water  projects  get  a  little  bit  behind. 

Mr.  Daschle.  If  there  are  no  other  ctmunents  or  questions,  for  me 
this  has  been  a  very  productive  and  informative  session.  Your  testi- 
mony and  information  you  have  provided  is  just  excellent,  and  I  want 
to  thank  each  and  evetr  one  of  you,  I  know  some  of  you  came  from 
long  distances,  and  I  want  y<Hi  to  know  how  much  we  appreciate 
it.  each  and  every  one.  Thank  vou  very  much  for  coming. 

Mr.  JoxES  of  Tennessee.  Tom.  before  you  leave,  1  looked  up  this 
testimony,  and  I  want  to  straighten  that  out  about  the  Farmer  Union 
man.  He  does  oppose  the  variable  interest  rates.  That  means  you  were 
right.  I  wanted  to  be  sure  about  that. 

Mr.  Daschul  Thank  you  alt. 

[Whereupon,  at  12:05  pjn..  the  cmnmittee  recessed,  to  reconvene 
at  1 :30  pan.] 

AITERXOON'   SESSION 

Mr.  Daschle.  At  the  afternoon  hearing  of  the  Conser\'ation  and 

Credit  Subcommittee  of  (he  House  Committee  on  Agriculture,  we  are 
goiogtobedealingwUhagricultiiralcredit.  For  those  of  you  who  don't 
know  me,  I  am  Tom  Daschle  and  I  am  the  Congressman  in  the  first 
distrirt.  With  me  is  the  chairman  of  the  .'Subcommittee  on  Consenation 
and  Credit  of  the  House  Committee  on  Agriculture,  Ed  Jones,  fnun 
Tennessee, 

I  have  a  couple  of  remarks  that  I  would  like  to  make  in  opening  the 
meeting  this  afternoon,  and  then  we  will  take  testimony  from  our 
witnesses. 

One  of  the  most  pressing  problems  confronting  our  Nation's  familv 
farmers  and  ranchers  is  the  availability  of  credit.  According  to  esti- 
mated fiirures  by  the  Farm  Credit  .\dmiristration,  the  debt  has  in- 
creased in  1978  by  $17  billion  to  an  estimated  level  of  $135  billion. 
Tyjans  by  governmental  agencies  contributed  greatly  to  this  increased 
loan  level.  For  fiscal  year  1977  to  fi.scal  year  1978.  agricultural  loans  by 
the  Small  Business  Administration  increased  by  180  percent.  Farmers 
Home  .Vdminislration  by  108  percent,  and  the  Commodity  Credit 
Corporation  loans  by  6.^  percent. 

One  of  the  leading  agricultural  lenders  today  is  the  subject  of  the 
afternoon  session  of  this  hearine.  This  lender,  the  Farm  Credit  System, 
can  be  seen  in  many  South  Dakota  commnnities  as  well  as  in  other 
communities  throughout  the  countrv.  The  popularity  of  the  Farm 
Credit  Svstem  consisting  primarily  of  the  Federal  land  bank.  Pro- 
duction Credit  Association,  and  the  bank  for  cooperatives,  is  evidenced 
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by  the  balance  sheet  of  the  Farm  Credit  System.  The  Federal  Land 
Bank  System  made  over  71,000  loans  totaling  more  than  $6  billion  dur- 
ing 1978,  with  the  Production  Credit  Association  loaning  over  $22^ 
billion  during  that  same  time  period.  Kearly  $i5.3  billion  in  loans  was 
borrowed  in  fiscal  year  1978  from  the  Farm  Credit  System  reflecting 
an  increase  of  over  15  percent  over  that  of  fiscal  year  1977. 

There  have  been  four  main  issues  which  the  Farm  Credit  Amend- 
ments of  1979  address  and  hopefully  that  we  will  address  this  afteraofm 
in  this  subcommittee  hearing.  Among  the  concepts  this  subcommittee 
will  be  examining  will  be  the  deteimmation  of  cooperative  eli^bility, 
whether  or  not  the  number  of  actual  farm  members  of  a  cooperative  can 
be  reduced  and  still  maintain  the  principal  of  farmer  control,  as  well  as 
whether  or  not  to  lift  the  85-percent  lending  limitation  for  Federal 
land  banks  and  allow  them  to  make  loans  in  excess  of  85  percent  of  the 
nppraised  value  of  the  real  estate  security  when  governmental  agency 
guarantees  are  provided. 

Farmers  and  ranchers  have  long  recognized  the  importance  of  proces- 
sing and  marketing  in  the  cost  of  food  products,  and  one  of  the  long- 
range  provisions  of  these  amendments  would  allow  the  Farm  Credit 
System,  "to  expand  the  scope  of  their  services  in  processing  and  mar- 
keting," Finally,  these  amendments  propose  the  authorization  of  banks 
for  cooperatives  to  provide  financing  for  agricultural  export  transac- 
tions where  a  U.S.  cooperative  is  the  Firimary  beneficiary. 

Those  provisions,  as  well  as  others,  including  the  availability  of  serv- 
ices such  as  insurance,  sales  and  the  length  of  PCA  loan  terms  are  all 
areas  which  deserve  close  scrutinization  by  the  subcommittee. 

I  want  to  welcome  each  and  evei^  one  of  yon,  and  I  particularly  want 
to  welcome  and  commend  the  chairman  oi  the  subcommittee  for  com- 
ing before  yon  and  me  this  afternoon  and  assuring  tis  that  the  com- 
mittee in  Washington  can  be  responsive  and  receptive  to  your  interests 
and  your  concerns.  And  I  think  nis  presence  here  reflects  that  concern. 
And  as  we  begin  this  afternoon.  I  just  want  to  extend  a  hearty  welcome 
to  Ed  Jones  from  the  people  of  South  Dakota. 

Mr.  Jones  of  Tennessee.  Thank  you,  Tom,  and  I  want  to  also  say  that 
I  am  delighted  to  be  here.  This  is  the  way  the  subcommittee  should 
operate  in  these  hearings.  Going  out  to  the  communities  to  hear  from 
the  people  who  are  actually  involved,  and  see  how  they  feel  about  the 
new  legislation  as  well  as  the  old  legislation.  I  think  it's  very  appro- 
priate to  meet  here  in  Aberdeen,  because  the  area  is  served  by  the  Dank 
m  Omaha.  As  you  well  know,  it  does  do  a  tremendous  business  in  this 
country.  We  are  just  delighted  to !«  a  part  of  today's  podium.  I  would 
like  to  say  that  Mr.  Hovendick,  president  of  the  Federal  Union  Credit 
Bank  at  Omaha,  has  submitted  a  prepared  statement  for  the  record. 

Mr.  Daschle.  Mr.  Chairman,  if  you  want  to  proceed  as  we  have  this 
morning.  I  think  it  worked  out  very  well.  This  morning  we  had  every- 
body testify  and  then  at  the  end  of  the  testimony  we  brought  everybody 
back  up  and  had  a  discussion  about  those  issues  that  were  raised  dur- 
ing the  testimony.  With  the  exception  of  President  BadclifTe  from  the 
Farmers  Union,  I  think  we  will  proceed  on  that  same  basis  this  after- 
noon. Ben  Radcliife  has  another  appointment  and  cannot  stay  with  us 
the  entire  afternoon.  So  with  that,  I  will  introduce  our  first  witness, 
Ben  Badcliffe,  who  is  the  president  of  the  South  Dakota  Fanners 
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Union,  long  an  advocate  of  issues  concerning  farmers.  And,  Ben,  we  are 
delighted  to  have  you  this  afternoon  and  if  you  so  desire,  we  can  insert 
your  entire  statement  in  the  record.  And  if  y^ou  want  to  summarize 
your  remarks,  we  will  be  glad  to  have  your  testimony  at  this  time. 

STATEHEKT  OF  BEN  H.  BADCLUFE,  PBESISENT  OF  THE  SOUTH 
SAXOTA  FABUEES  UNION 

Mr.  Radclipfe.  Thank  you,  Mr.  Chairman.  My  name  is  Ben  Rad- 
cliffe,  president  of  the  South  Dakota  Farmers  Union  and  a  member  of 
the  executive  board  of  the  National  Farmers  Union.  My  address  is 
Huron,  S.  Dak.  I  continue  to  own  a  family  farm  near  Redneld,  S.  Dak. 

I  would  like,  in  beginning,  to  commend  you.  Congressman  Jones  and 
Congressman  Daschle,  for  taking  time  to  come  to  the  country.  We 
really  appreciate  the  fact  that  you  very  busy  people  have  come  out 
here  to  hear  the  fanners  and  the  cooperatives.  I  also  appreciate  you 

{lutting  me  on  the  program  early  because  I  do  have  to  be  in  Sioux  Falls 
ater  this  afternoon. 

Farmers  Union  has  a  long  history  of  support  for  the  credit  agencies 
authorized  by  the  Farm  Credit  Act  of  1916.  Farmers  today  know  these 
agencies  as  Production  Credit  Associations,  which  provide  operating 
credit;  Federal  Land  Bank  associations,  which  provide  real  estate 
loans;  and  the  district  banks  for  cooperatives,  which  service  the  credit 
needs  of  farmer  cooperntives.  The  onginal  intent  of  Congress  in  estab- 
lishing these  cooperative  credit  institutions  was  to  give  farmers  a 
more  satisfactory  means  of  supplying  themselves  with  credit. 

The  attached  excerpt  from  the  1979  statement  of  policy  of  National 
Farmei-s  Union  further  amplifies  the  attitude  of  our  members  toward 
the  Farm  Credit  Administration  and  its  agencies. 

Now,  I  would  like  to  turn  to  S.  1465  with  comments  on  its  specific 
changes  in  credit  policies  and  structure  of  the  credit  institutions  under 
the  jurisdiction  or  the  Farm  Credit  Administration. 

First,  we  would  like  to  comment  on  the  proposed  amendment  to  the 
Farm  Credit  Act  of  1971,  which  would  authorize  the  FCA  to  charter 
corporations  to  perform  service  and  financial  functions.  Under  present 
law,  district  boards  are  empowered  to  authorize  agreements  between 
institutions  within  a  district  to  provide  for  joint  services  to  borrowers, 
and  to  make  joint  undertakings  between  districts  in  providing  joint 
services. 

Currently,  such  sei-vices  relate  to  record-keeping,  equipment  leasing, 
real  estate  appraisal  service  and  the  sale  of  casualty  and  liability  in- 
surance, credit  life  insurance,  and  crop,  fire,  and  hail  insurance. 

We  strongly  oppose  FCA  agencies  engaging  in  the  sale  of  insurance. 
Such  sales  are  not  a  necessary  function  of  fann  credit  and  constitute  a 
duplication  of  services  that  are  already  available  in  the  private  sphere. 
As  you  will  note  from  the  policy  statement  mentioned  above,  our  dele- 
gates have  expre.ssed  strong  disapproval  of  the  FCA  agencies  engaging 
in  the  sale  of  insurance  except  for  credit  life  insurance.  It  would  b&  in 
order,  therefore,  for  questions  to  be  raised  concerning  this  proposed 
amendment  to  the  Farm  Credit  Act. 

For  example,  would  extension  of  such  authority  to  tJie  Farm  Credit 
Administration  result  in  the  establishment  of  an  insurance  company 
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or  companies  and  expansion  into  other  businesses  t  We  ask  that  the 
subcommittee  seriously  question  the  need  for  such  autiiority.  What  are 
the  long-range  implications  of  empowering  the  FCA  to  diarge  cor- 
porations for  the  purpose  of  extending  services  to  borrowers  which 
are  not  related  to  the  direct  lending  operations! 

Second,  we  would  like  to  comment  on  the  proposed  amendment 
which  exempts  the  FCA  agencies  from  the  Trutn-in-Lending  Act. 
For  several  years,  spokesmen  for  the  agency  have  urged  Congress  to 
exempt  agricultural  credit  from  the  provisions  of  the  Truth-in- 
Lendin^  Act.  This  has  been  the  case  in  spite  of  the  fact  that  the  Farm 
Credit  institutions  provide  only  about  one-third  of  the  credit  used  by 
the  Nation's  farm  families.  We  have  strongly  resisted  the  proposed 
change  and,  on  one  occasion,  debated  an  FCA  spokesman  in  a  public 
Senate  hearing,  making  what  we  think  is  a  sound  case  for  retaining 
full  disclosure  under  the  Truth-in-Tjending  Act  for  loans  made  to 
farmers  by  Farm  Credit  Administration  agencies, 

We  therefor©  urge  the  committee  to  give  careful  examination  to  this 
proposed  amendment.  Certainly  the  information  called  for  by  the 
Truth-in-Lending  Act  is  readily  available  as  loans  are  consummated, 
and  we  see  no  reason  why  this  information  should  not  be  made  avail- 
able to  farmer  borrowers.  We  are  especially  concerned  that  other  lend- 
ers also  be  required  to  comply  wibh  the  Truth-in-Lending  Act. 

Third,  we  would  like  to  comment  on  the  amendment  which  would 
broaden  the  authority  of  the  PCA's  and  the  FLBA's  to  finance  proc- 
essing and  marketing  enterprises  which  would  be  a  part  of  farming, 
ranching,  or  aquatic  operations  of  eligible  applicants  and  borrowers. 
There  are  several  questions  that  we  would  like  to  raise  concerning  this 
amendment : 

First,  would  the  making  of  such  loans,  w<hiah  would  require  addi- 
tional capital  in  this  system,  in  any  way  interfere  with  the  making 
of  traditional  loans  available  through  the  FCA  agencies! 

Second,  would  the  authority  which  this  amendment  would  extend 
result  ultimately  in  the  Farm  Credit  agencies  making  loans  to  busi- 
nes.se3  for  processing  and  marketing,  moving  away  from  the  farmer 
clientele  t^at  it  has  traditionally  served  ? 

And  third,  would  the  extension  of  such  nnthority  interfere  with  the 
lending  operations  through  the  Bank  of  Cooperatives  which  includes 
loans  to  groups  of  farmers  for  processing  and  marketing  purposes! 

Fourth,  another  amendment  sought  by  the  Farm  Credit  Adminis- 
tration would  authorize  the  BC's  to  finance  export  transactions,  in- 
eluding  allowing  the  BC's  to  make  deposits  in  foreign  hanks,  receive 
and  hold  credit  balances  from  banks  and  borrowers,  buy  time  drafts 
payable  by  foreign  buyers,  take  part  in  currency  exchanges,  and  make 
loans  to  facilitate  transactions  to  foreign  cooperatives. 

This  amendment  is  perhaps  the  most  significant  in  terms  of  chang- 
ing the  nature  of  the  lending  operations  of  the  Bank  of  Cooperatives. 

International  banking  is  a  complicated  business. 

Our  domestic  banking  institutions,  for  example,  that  engage  in 
banking  on  an  international  scale  have  a  huge  network  of  overseas 
offices.  It  is,  therefore,  difficult  to  comprehend  just  what  is  to  be  ac- 
complished by  extending  the  banker  cooperatives'  lending  operati<HiB 
r  that  would  be  authorized  by  this  amendment.  We  urge  the 
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committee  to  give  consideration  to  the  impact  of  this  change  and  in 
this  context  to  decide  whethei-  tliis  authority  is  needed  to  give  farmer 
cooperatives  additional  sales  capabilities  in  international  markets.  Cer- 
tainly^ if  it  would  accomplish  that  purpose,  it  would  be  a  step  in  the 
right  direction. 

Fifth,  H.R.  4782  would  lower  the  percentage  of  farmer  members  of 
cooperatives  borrowing  from  MC's  from  80  to  60  percent,  except  for 
rural  electric  cooperatives  where  the  percentage  of  farmer  members  of 
cooperatives  would  be  70  percent.  This  change  has  been  considered 
within  our  membership  ranks  for  some  time,  and  in  the  attached  policy 
statement  you  will  find  that  it  has  the  support  of  our  delegate  body. 

Sixth,  H.R,  4782  would  clarify  and  reaffirm  that  lending  by  the 
farm  credit  system  is  exempt  from  State  usury  laws.  It  is  obvious 
that  such  exemption  does  enable  the  FCA  agencies  to  assure  avail- 
ability of  credit  for  farmers  and  ranchers  in  "tiglit  money"  periods. 
To  the  extent  that  interest  rates  range  above  limitations  set  by  the 
usury  laws  of  individual  States,  fanners  and  ranchers,  of  course,  pay 
a  price  for  the  maintenance  of  exemption. 

The  problem  that  we  see  with  this  amendment  is  that  the  farm 
credit  system  feels  it  is  needed  in  the  first  place.  It  would  obviously 
be  to  the  best  interests  of  fanner  borrowers  from  FCA  agencies  if  the 
credit  available  were  to  be  at  a  reasonable  cost,  hopefully  lower  than 
other  private  credit  sources.  If  such  were  the  case,  the  question  of  ex- 
emption from  usury  laws  would  never  have  occurred. 

Next,  H.K.  4782  would  require  that  only  two  nominees  in  each  dis- 
trict be  voted  on  in  the  election  process  for  district  director,  rather 
than  three  nominees  as  is  required  under  present  law.  The  case  for 
this  amendment,  according  to  FCA  spokesmen,  relates  to  the  fact  that 
two  nominees  would  assure  that  the  elected  district  director  would  re- 
c-eive  a  majority  of  the  votes  passed.  Very  frankly,  we  see  relatively 
little  merit  in  reducing  the  number  of  nominees.  The  three-nominee 
procedure  would  seemingly  be  in  line  with  giving  eligible  voters  addi- 
tional latitude  in  the  selection  of  a  district  director. 

Next,  4782  would  amend  existing  law  to  remove  FCA  employees 
from  the  classification  requirements  of  the  Office  of  Personnel  Man- 
agement but  would  continue  the  salary  ceiling  of  the  general  schedule 
currently  set  at  $47,000  annually. 

Further,  the  FCA  would  be  enabled  under  the  proposed  amendments 
to,  one.  establish  its  own  requirements  for  qualification  for  positions 
in  the  agency:  two,  to  set  salaries  of  the  Farm  Credit  Administratitm 
governor  and  deputy  governors  within  the  perimeters  of  the  executive 
schedule;  to  be  exempt  from  Federal  travel  procurement  and  property 
regulations:  to  be  permitted  portability  of  sick  leave  and  retirement 
between  Farm  Credit  System,  district  retirement  plans,  and  Civil 
Service  System ;  and  five,  to  increase  the  per  diem  of  the  members  of 
the  FCA  Board  to  the  daily  equivalent  of  that  prescribed  for  GS-18. 
There  appears  to  be  some  contradiction  in  these  amendments. 

Spokesmen  for  the  Farm  Credit  Administration  have  expressed 
considerable  pride  on  occasion  on  the  autonomy  of  the  asrencies — the 
fact  that  no  FpdemI  funds  are  appropriated  to  sustain  the  agencies' 
operations  is  often  cited  as  a  major  accc»nplishment  of  the  Farm  Credit 
.Administration. 
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The  conflict,  as  we  see  it,  is  between  the  amendments  that  would 
further  exempt  FCA  employees  from  classification  requirements  of  the 
office  of  personnel  management  and  to  exempt  the  FCA  from  other 
Federal  regulations,  and  the  amendment  to  allow  for  portability  of  sick 
leave  and  retirement  between  Farm  Credit  District  retirement  plans 
and  the  Civil  Service  retirement  system.  These  amendments  move  in 
the  opposite  directions.  The  committee,  therefore,  may  want  to  give 
consiaeration  to  procedures  in  this  connection  which  are  consistent 
and,  at  the  same  time,  reflect  sound  management  policy. 

H.R.  4782  provides  for  other  changes  in  the  operation  of  the  FCA's 
credit  functions.  We  have  attempted  to  comment  on  those  we  think  are 
of  the  greatest  significance.  There  are  s<Hne  Washington  observers  who 
have  cnaracterized  the  changes  in  H.R.  4782  as  moving  the  Farm 
Credit  Administration  and  its  agencies  in  the  direction  oi  a  multi-  or 
full-service  banking  institution.  Whether  this  is  good  for  farmers  de- 
pends on  the  extent  to  which  these  agencies  depart  from  the  historic 
traditional  mandate  of  the  Congress  directing  them  to  serve  the  direct 
needs  of  the  Nation's  farm  families.  This  is  the  yardstick  that  we  urge 
the  committee  consider  as  it  acts  on  the  comprehensive  changes  that 
would  be  authorized  by  H.R.  4782.  Thank  you. 

[The  attachment  referred  to  follows :] 
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Mr.  Daschle.  Thank  you,  Ben. 

Given  your  schedule,  Mr.  Chairman,  are  there  any  questions  you 
would  like  to  addi'ess  to  Mr.  Kadcliffe'j 

Mr.  JoxEs  of  Tennessee.  I  realize  the  tight  schedule  that  we  are  un- 
der, Tom,  and  I  believe  not.  His  testimony,  and  I  made  some  notes  on 
it.  very  clearly  illustrates. the  position  of  the  Farmers  Union,  and  I 
tliink  we  can  take  the  testimony  and  discern  it  without  any  trouble  at 
all.  It's  veiy  good,  Mr.  Kadcline.  I  want  to  thank  you  for  your  state- 
ment. We  had  a  good  statement  from  Mr.  Daley  in  Hutchinson  yes- 
terday. 

jSIr.  Daschle.  There  are  a  number  of  things  in  your  testimony  that 
I  would  like  to  pursue  with  you  further,  but  tnat  can  be  done  at 
another  time.  I  want  to  thank  you  very  much  for  coming  before  the 
subcommittee. 

Mr.  Radcliffe.  Thank  you  for  allowing  me  to  appear. 

Mr.  Daschle.  The  next  witnesses  will  be  a  panel.  They  will  probably 
be  representing  Federal  Land  Bank  and  Farm  Credit  Associations. 

Leo  Allmendinger  from  Selby  is  here.  He  is  the  Omaha  district 
director  of  the  Farm  Credit  Administration.  Warren  Grebner  is 
here.  He  is  manager  of  the  South  Dakota  Wheatgrowers  in  Aberdeen. 
Virgil  Fodness,  president  of  East  River  Electric  Power  Cooperative 
in  Madison,  James  Heiser,  vice  president  of  the  Federal  Intermediate 
Credit  Bank  of  Omaha,  and  Roland  Chicoine,  the  director  of  the 
Sioux  Falls  Federal  Land  Bank  Association,  a  successful  farmer  in 
Union  County.  At  this  time,  we  will  take  your  testimony. 

Gentlemen,  we  are  very  delighted  and  especially  appreciative  to 
each  one  of  you  for  coming  the  distances  you  have.  I  don't  think  there 
is  a  one  hei-e  that  had  less  than  150  miles  to  come,  and  I  appreciate  it 
very  much.  I  know  how  difficult  it  is  to  get  away  with  your  busy 
schedule,  and  for  you  to  appear  this  afternoon  is  very  helpful  to  the 
coiiunittee.  and  you  can  pursue  in  any  fashion  as  you  see  fit.  I  hope 
that  each  one  of  you  will  take  a  moment  to  provide  us  with  your  views. 

STATEHEITC  OF  LEO  A.  ALLUEnSINOEB,  OHAHA  SISTBIGT  DIKEC- 
TOE  OF  FA£H  CREDIT  ADHIHISTBATIOH,  ACCOHFAmED  BT 
WABBEN  QSEBNEB,  MANAOEA,  SOUTH  DAKOTA  WHEATGROW- 
EBS;  VIRGIL  FODNESS,  PRESIDENT,  EAST  RIVER  ELECTRIC 
POWER  COOPERATIVE;  MUES  HEISEB,  VICE  PRESIDENT,  FED- 
ERAL INTERUEDIATE  CREDIT  BANE;  AND  ROLAND  CHICOINE, 
DIRECTOR,  SIOUX  FALLS  FEDERAL  LAND  BANK  ASSOCIATION 

Mr.  Allmen'dinoer.  Tliank  you  very  much.  On  behalf  of  this  panel, 
I  would  like  to  take  this  opportunity  to  welcome  Mr.  Jones  to  South 
Dakota.  We  are  certainly  verj'  pleased  that  you  would  come  out  and 
see  lis  and  give  us  this  opportunity.  Congressman  Daschle,  we  appre- 
ciate you  coming  back  and  listening  to  us. 

I  am  Leo  Allmen<linger.  I  am  a  fanner  from  Selby,  S.  Dak.,  and  a^ 
a  member  of  the  Farm  Credit  Board  of  Omaha,  Eighth  Farm  Credit 
District.  We  have  loans  outstanding  to  nearly  80,000  farmers  and 
ranchers,  550  cooperatives  in  South  Dakota,  Iowa,  Nebraska,  and  Wyo- 
ming. As  a  district  director,  I  represent  these  farmers  and  cooperatives, 
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and  I  appreciate  this  opportunity  to  express  my  views  as  a  farm  credit 
director  and  also  as  a  farmer  supporting  H.!R.  1782,  the  Farm  Credit 
Amendment  of  1979. 

The  Farm  Credit  Act  of  1971,  which  we  are  asking  to  amend,  reads 
as  follows: 

To  Improve  the  Income  and  well-being  of  American  farmers  and  nincheiB  by 
fami&bing  sound,  adequate  and  construct  credit,  closer  related  seirlces  to  them, 
tbelr  cooperatives  and  to  selected  farmer-related  buslnesBes  necessary  for  effi- 
cient farm  operations. 

During  the  pa^  2  years  considerable  study  and  discussion  has  been 
given  by  both  management  and  farm  members  of  the  system  to  pro- 
posals wliich  would  better  and  more  completely  serve  the  credit  needs 
of  American  agriculture.  And  as  a  result,  at  the  outset  4,081  proposals 
for  omitting  the  Farm  Credit  Act  of  1971  were  initially  submitted.  And 
through  more  study- — and  a  lot  of  study,  I  might  add — the  system  real- 
ized or  we  realized  that  it  was  very  necessary  for  us  to  come  before  you 
with  a  group  of  proposals  that  we  could  all  support.  So  last  April  the 
Federal  Farm  Credit  Board  unanimously  recommended  to  Congress 
that  28  amendments  be  enacted  into  law.  And  although  there  are  28 
amendments,  1  would  briefly  like  to  highlight  just  five  of  the  proposals. 

First,  House  bill  4782  would  authorize  the  bank  for  cooperatives  to 
finance  agricultural  export  transactions  which  benefit  U.S.  coopera- 
tives and  the  farmers  who  own  them.  And  really,  the  export  market 
today  is  one  of  the  big  bright  spots  in  the  future  of  Ajnerican  agri- 
culture. And  it  is  also  one  of  the  oig  bright  spots  when  we  look  at  wil- 
ancing  world  trade. 

Second,  the  bill  would  require  that  at  least  60  percent  of  the  voting 
members  of  a  cooperative  must  be  farmers  to  be  eligible  to  borrow  from 
a  bank  for  cooperatives,  and  the  present  minimum  is  80  percent. 
And  today  many  cooperatives  have  to  service  more  rural  residents 
than  they  did  in  1971.  And  so  man^  cooperatives  now  find  it  very 
difficult  to  meet  the  eligibility  requirement. 

Third,  the  legislation  would  broaden  the  authority  of  Federal  land 
banks  and  production  credit  associations  to  finance  processing  and 
marketing  activities,  these  that  are  directly  related  to  the  a^icultural 
producers'  operations  of  bona  fide  producers.  This  proposal  is  intended 
to  assist  farmers  and  ranchers  wlio  are  not  eligible  to  borrow  from  the 
system  to  acquire  or  improve  processing  and  marketing  capaibiUties 
from  their  own  agricultural  production. 

Four,  this  legislation  would  permit  the  Federal  land  banks  to  make 
loans  for  more  than  85  percent  of  the  present  value  of  farm  real 
estate  when  these  loans  are  guaranteed  oy  a  Federal  agency  such 
as  FHA  or  by  a  State  government. 

The  last  proposal  I  would  like  to  summarize  is  extremely  important 
for  the  future  success  of  the  farm  credit  system.  The  legislation  would 
improve  the  ability  of  the  Farm  Credit  Administration  to  recruit,  hire, 
and  retain  qualified  people  to  examine  and  supervise  the  $50  billion 
farm  credit  system.  Specifically,  the  ability  would  delegate  to  the 
Federal  Farm  Credit  Board  tlie  authority  to  set  within  limits  tjie 
salaries  of  the  Governor  and  Deputy  Governor  of  the  Farm  Credit 
Administration.  It  would  authorize  -uie  Farm  Credit  Administration 
to  manage,  first,  salaries  below  the  deputy  governor  level;  second, 
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employees'  qualification  requirements;  third,  procurement  and  prod- 
uct policies.  And  it  would  also  provide  improved  portability.  And  I 
think  this  is  an  area  that  is  extremely  important  when  we  look  at  the 
future  of  the  farm  credit  system.  It  is,  indeed,  very  hard  to  attract 
and  retain  the  kind  of  people  that  we  need  to  head  up  the  Farni  Credit 
Administration  under  the  present  setup.  And  the  farm  credit  bank 
is  not  a  prolit-orient«d  corporation  or  business.  We  are  a  SOTvic* 
organization.  And  there  is  no  way  that  we  can  be  of  better  service  or 
be  a  better  organization  than  the  people  that  we  have  running  it. 
And  I  feel  this  is  very  important  to  the  future  of  the  farm  credit 
system.  I  would  like  to  emphasize  that  the  proposed  changes  would 
not  require  appropriated  funds. 

The  banks  and  the  associations  of  the  farm  credit  system  are  orga- 
nized as  cooperatives,  completely  owned  by  their  borrower  members 
and  use  of  Federal  money.  While  the  Farm  Credit  Administration  is 
a  Federal  agency,  its  budget  is  met  by  the  system,  rather  than  with 
public  fun»te. 

These  five  major  proposals  constitute  the  heart  of  the  Farm  Credit 
Act  Amendments  of  1979.  The  remaining  amendments  contained  in 
the  legislation  are  designed  primarily  to  clarify  existing  laws  or  are 
of  importance  to  internal  operations  of  the  system. 

I  would  also  like  to  emphasize  that  House  bill  4782  is  truly  a  fanner 
and  rancher  bill.  As  a  farmer  member  of  the  farm  credit  system,  I  can 
also  assure  that  the  Farm  Credit  Act  Amendments  of  1979  are  designed 
to  help  keep  this  system  responsive  to  the  credit  needs  of  all  types,  all 
sizes,  and  all  ages  of  borrowers  having  a  basis  for  credit  as  specified 
in  the  objectives  of  the  Farm  Credit  Act  of  1971.  The  bill  was  devel- 
oped after  a  lot  of  hard  work  from  the  grassroots  level  of  rural 
America.  And  I  want  to  add  that  the  director  and  members  of  the 
system  who  worked  so  hard  on  these  proposals  are  also  mranbers  of 
various  farm  and  commodity  organizations  and  other  agricultural 
groups. 

And  in  conclusion,  I  would  like  to  say  that  I  support  the  Farm 
Credit  Act  Amendments  of  1979,  not  only  because  I  am  a  farm  credit 
director,  but  also  because  I  am  a  farmer  who  depends  on  the  farm 
credit  system  for  my  credit  needs.  And  I  truly  believe  that  this  legis- 
lation will  help  assure  the  continued  growth  and  success  of  American 
farming.  Thank  you  very  much. 

Mr.  DAecHu:.  Thank  you  very  much.  The  last  time  Leo  and  I  talked 
was  on  an  airplane  and  we  talked  about  these  various  things,  and  I 
appreciate  having  a  chance  to  see  you  again. 

[The  prepared  statement  of  Mr,  Allmendinger  follows :] 

Pbepabed  Stateuekt  of  Leo  A.  Aixuehdingeb,  Ouaha  Fasu  CRmir  Baitkb 

Mr.  Cbalrman  and  members  of  the  commfttee,  my  name  is  Leo  Allmendinger. 
I  am  a  Director  of  the  Farm  Credit  Banks  of  Omaba,  headqaartered  in  Omaha, 
Nebraska.  We  are  part  ol  the  Farm  Credit  System  providing  loan  funds  to  fartn- 
ers,  ranchers,  and  cooperatives  through  the  Federal  Land  Bank,  Federal  Interme- 
diate Credit  Bank,  and  Bank  for  Cooperatlfes  fn  Iowa,  Nebraska,  South  Dakota, 
aod  Wyoming. 

I  appreciate  the  opportunity  to  appear  b^ore  you  today  to  dlscnss  H.R.  4782. 
Speclflcally,  I  would  like  to  dismiss  the  portion  of  the  bill  that  addresses  incorpo- 
ration of  System  service  entities. 
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One  of  the  proposed  amendmenta  to  the  Farm  Credit  Act  of  1971  would  enable 
tbe  Farm  Credit  Administration  to  charter  corporations  to  be  owned  by  one  or 
more  of  the  Farm  Credit  Banks. 

The  amendment  would  allow  the  Banks  to  organize  a  corporation  for  the  pur- 
pose of  performing  any  function  or  service  preflously  authorized  by  Congress  to 
Ute  Banks.  The  biU  would  permit  the  Banks  to  apply  for  charters  and  at  tliat  time 
tdentt^  the  olijectlves  of  the  corporation,  tbe  powers  to  be  exercised,  and  the 
■errice  to  l>e  performed. 

Our  Banks  as  well  as  our  Associations  are  continually  seeking  to  work  together, 
particularly  in  areas  where  we  can  achieve  a  common  purpose  and  experience 
substantial  cost  savings.  In  many  of  these  Instances  It  would  t>e  very  helpful  to 
the  Farm  Credit  System  if  a  separate  corporation  could  be  formed  to  assist 
in  providing  services  to  the  Banks. 

Following  are  examples  of  some  areas  where  our  Banks  presently  work  to- 
gether, on  a  Joint  basis: 

OFFICE  OF  JOINT  SEBVICES 

In  most  Districts,  tbe  three  Banks.  (I^ind  Bank,  Intermediate  Credit  Bank, 
and  Bank  for  Cooperatives)  hire  joint  employees  and  work  together  In  the  area 
of  employee  benefits,  salary  administration,  purchasing,  print  shop,  employee 
cafeteria,  parking  facilities,  public  relations  projects,  training  projects,  and  simi- 
lar "noncredlt"  functions. 

FIBCAI.   AGENCT 

The  37  Farm  Credit  Banks  market,  administer,  and  redeem  obligations  of  the 
Banks  through  a  Fiscal  Agency  located  in  The  Well  Street  area  of  New  Tork 
City.  The  Fiscal  Agency  presently  la  administering  Joint  obligations  of  the  Banks 
in  an  amount  In  excess  of  fSO  bllUon  annually. 

FABUBANK    SEBVICES 


Human  Regourcei  and  Pertottnel  Bervicet. — The  objective  is  to  improve  bnman 
resources  capabilities,  [wovlde  for  employee  mobility,  achieve  cost  savings  and 
efficiency  of  operations  through  coordinated  personnel  services,  coordinate  and 
communicate  services  and  acdvlties  among  the  Districts  and  effect  ^dency  of 
Joint  services  operations. 

Betearch  Service  {Farm  ReteariA  Information  Service) .—Tbe  objective  Is  to 
provide  the  basic  research  which  will  generate  information  to  suivort  important 
managem^it  decisions. 

Record*  Management  Syatem. — -The  objective  Is  to  have  available  a  generalized, 
flexible  centralized  flllng  system  speclflcally  tailored  to  handle  the  changing  record 
managements  needs  of  the  Farm  Credit  Banks.  It  would  have  provisions  for  all 
aspects  of  any  well-organized  flllng  process — Indexing,  retrieval,  retention,  access, 
control,  security,  etc. 

Joint  System  Management  Development  and  Training.—Ihe  objective  Is  to 
provide  coordinated  management  development  and  training  opportunity  for  direc- 
tors and  employees  of  the  Farm  Credit  System  covering  a  wide  range  of  Iden- 
tifled  needs,  from  conceptual  to  technical  skills,  supportive  to  the  mission  of  the 
Farm  Credit  System. 

Insurance  Services. — The  objective  is  to  develop  surety  bond  and  Insnrance 
programs  for  employees  of  the  Farm  Credit  System  which  are  placed  with  pri- 
vate insurance  carriers.  This  bill  does  not  authorize  creation  of  an  Insurance 
company. 

RATIONAL    DJ 


The  Land  Banks  have  created  by  agreement  a  National  Data  Processing  Center 
which  performs  a  substantial  portion  of  the  data  processing  required  bg  the  Fed- 
eral Land  Banks. 

Our  Banks,  when  operating  through  the  Office  of  Joint  Services,  Farmtiank 
Services,  Fiscal  Agency,  National  Data  Processing  Center,  etc.,  function  on  a 
coat-sharing  basis.  Tbe  Joint  operations  have  created  problems  in  entering  into 
contracts  with  vendors  or  providers  of  services  because  the  vendors  fe^  the?  are 
dealing  with  a  "nonentity"  without  flnaadal  resources  or  stability. 
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I  h«ll«ve  If  ODF  Baoka  were  able  to  orxsniae  cotporadoiw,  the  diAculUn  en- 
coantered  In  oar  preaent  Joint  operadMu  (so*.^  ma  wben  dMling  wttta  reodon) 
would  he  plimlnated.  Tbe  availability  of  m  corporate  ■tmctnre  slioald  enconiate 
Kre«t«r  enoperatioti  and  MmitUnatloB  b«tw«eii  onr  Banks  utd  remit  in  a  more 
efficient  orgaaliatloa  and  aervicea  to  American  asrtcnltiuv. 

Under  the  amendmeat.  the  Goremor  ot  the  Farm  Ctcdlt  AdmJiiiatiatlDn 
wooM  bAre  the  a.atbority  to  prescribe  the  terma  ot  the  eharter,  ajwcove  bylftwa, 
provide  for  the  organization  of  the  corpora tlcHi.  and  to  direct,  a 
ctianscfl  In  the  diarter  as  he  may  find  neccaaai?  to  acoompUali 
the   Farm   Credit    Act.   Tbe   GoremM-   woold   be  ajtecilleaUT   i 

1.  Corporate  name. 

2.  General  corporate  powers. 

3.  EllglUllty  for  manbenhlp  on.  and  tbe  powers,  compoaitian,  ariectton,  terms, 
Bod  compensatloD  of  the  iioard  of  directors. 

4.  ClasMA.  iMuaoce.  value,  and  retirem^it  of  stock. 

5.  ikmrcea  of  operating  funds. 

6.  Dlafwlntton,  Uqnldatlon,  and  distrlbotlon  of  assets  of  Uqiddatloa. 

7.  Application  and  distrlbntlon  of  eamtngs. 

Any  corporation  organised  pnisoant  to  these  pravlsloae  woold  be  a  part  of 
tbe  Farm  Credit  System  and  subject  to  the  same  snpenislon  and  examlnatton 
as  tbe  Banks. 

I  want  to  lie  snre  it  is  understood  that  the  capital  fnndlng  and  opaatins 
eii>enaes  of  these  service  corpwatloDB  would  be  paid  entirely  by  tlie  Faun 
Credit  Banks,  and  no  federal  dollars  woold  be  inrolved. 

I  strongly  encourage  your  support  of  these  efforts  to  provide  a  more  progtesslve 
Farm  Credit  System  for  agriculture  through  H.B.  4782. 

Mr.  Daschle.  \^'ho"s  going  to  be  next? 

STATEHEHT  OF  WABB£N  Q.  OBEBNES,  KASAQE&,  SOUTH  DAKOTA 
WHEATGKOWESS  ASSOCIATION,  ABBTtTimw,  8.  DAK. 

Mr.  Grebn'er.  Mr.  Chairman,  Congressman  Daschle,  I  am  Warren 
Grebner,  manager  of  the  South  Dakota  Wheat^rowers  Association 
and  it's  headquartered  here  in  Aberdeen.  Presently  we  are  providing 
moi'e  than  1,500  farmers  and  ranchers  with  production  and  marketing 
services  for  their  operations.  Last  year  tlie  South  Dakota  Wheat- 
growers  had  a  total  sales  of  more  than  $50  million,  and  of  that  total 
nearly  $30  million  was  in  members'  grainj  primarily  wheat.  This  year 
our  cooperative  will  receive  $60  miUion  in  sales,  including  a  signifi- 
cant increase  in  the  grain  business.  And  so  that  is  why  it's  important 
for  me,  representing  the  4,500  fanner  members,  to  discuss  the  export 
provisions  of  the  proposed  amendments  to  the  Farm  Credit  Act  in- 
troduced as  H.R.  4782. 

Farmers  have  recognized  exports  as  a  key  to  improving  the  eco- 
nomics of  their  business  for  many  years.  They  have  continued  to  di- 
rect their  cooperatives  into  the  export  business  of  wanting  to  increase 
the  cooperative  share  of  the  exports  upward  from  the  present  10 
percent  level.  Because  of  the  key  role  that  the  bank  for  cooperatives 
play  in  financing  our  cooperatives,  it  is  natural  to  return  to  them  for 
assistance  in  providing  export  financing  services.  International  export 
transactions,  as  you  are  no  doubt  aware,  are  extremely  complex  ar- 
rangements. The  handling  and  exchange  of  commodities  in  mtetna- 
tional  markets  requires  such  things  as  deployed  payments,  inventory 
financing  and  deposit  and  transactions  with  and  from  domestic  and 
foreign  banks. 

In  order  for  cooperatives  to  secure  the  necessary  services  at  the 
present  time,  you  must  work  with  lenders  that  are  not  familiar  with 
our  operations  and  our  total  financial  structure.  Since  financing  coc^ 
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eratives  is  the  only  business  of  the  bank  for  cooperatives,  it  is  de^rable 
from  the  stockholder  viewpoint  that  they  are  able  to  provide  financing 
services  for  expoits.  The  bank  for  cooperatives  can  help  expedite  the 
transactions  wnich  are  essential  in  exporting  any  commodity.  The 
bank  for  commodities  provides  these  services  at  a  minimal  cost  to 
cooperatives  which  translate  to  the  maximum  profits  for  farmers. 
And  farmers  would  like  their  cooperative  to  have  a  larger  part  in 
the  XJ-S.  export  market  to  give  them  greater  confidence  that  the  prices 
they  receive  fairly  reflect  world  market  value  of  their  products. 

Farm  products  are  the  most  important  commodities  we  have  to 
offer  in  trade  from  the  United  States.  It  is  one  of  the  few  alternatives 
to  offset  the  huge  cost  of  imports  of  oil.  Farm  exports  are  projected 
to  exceed  $50  million  in  the  near  future.  This  year  they  will  exceed 
more  than  $30  million.  It's  estimated  they  will  be  $32  million.  Half  of 
our  wheat  is  sold  overseas  along  with  one-third  of  our  feed  grains.  A 
study  has  shown  that  a  25-percent  increase  in  farm  exports  can  raise 
farm  receipts  11.4  percent  and  net  farm  income  51.2  percent. 

Once  again,  the  point  should  be  made  that  these  benefits  accrue 
without  massive  or  costly  Government  programs.  The  increased  ex- 
ports will  provide  additional  production  incentives  for  one  of  tlie  most 
productive  segments  of  our  economy.  We  would  not  be  asking  Con- 
gress to  allow  the  bank  for  cooperatives  to  become  active  in  export 
financing  if  we  didn't  believe  they  could  be  competitive.  This  compe- 
tition can  only  do  one  thing,  lower  the  cost  or  export  financing  or 
improve  the  services.  Any  attempt  to  stabilize  or  lower  costs  or  tc^ 
improve  services  for  agriculture  has  our  wholehearted  support. 

This  country  needs  expanded  exports  and  that  means  agriculture 
has  to  play  a  vital  role  in  our  economy.  In  turn,  farmers  and  ranch- 
ers need  cooperatives  to  help  them  maintain  a  high  level  of  efficieocy 
in  production.  I  hope  you  agree  and  request  your  approval  for  thft 
export  provisions  in  the  farm  credit  legislation  of  H.R.  4782,  Thank 
you  for  this  opportunity. 

Mr.  Daschle.  Thank  you  very  much,  Warren.  Good  statement.  Vir- 
gil, you  are  next. 

STATEHEHT  OP  TIRGU  L.  TOSKESS,  FBESISENT,  EAST  RIVER 
ELECTRIC  POWER  COOPERATIVE,  INC.,  UADISON,  S.  DAE. 

Mr,  FoDNEfls.  Mr.  Chairman,  Congressman  Daschle,  I  am  Virgil 
Fodness  from  Lennox,  S.  Dak.  In  addition  to  a  full-time  farming 
m>eration,  I  presently  serve  as  president  of  East  River  Electric  Power 
Cooperative,  Inc.,  at  Madison,  S.  Dak.  I  appreciate  the  opportunity 
to  appear  before  you  today  to  discuss  the  portion  of  the  bill  that 
addresses  the  cooperatives'  eligibility  to  borrow  from  the  bank  for 
cooperatives. 

The  legislation  the  bank  for  cooperatives  are  presently  operating 
under  specifies  utility  cooperatives  are  required  to  have  at  least  70 
percent  of  their  voting  stoclc  held  by  farmers  and  ranchers,  while  other 
cooperatives  are  required  to  have  80  percent  producer  ownership.  The 
legislation  before  you  reduces  that  minimum  eligibility  to  60  percent 
for  all  types  of  cooperatives.  The  proposed  change  will  enable  more 
cooperatives  to  have  access  to  competitively  priced  money  and  services 
available  from  the  bank  for  cooperatives. 
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Rural  Electric  Cooperatives  experience  eligibility  problems  pri- 
marily because  of  the  area  of  coverage  rule.  This  rule  requires  an 
electric  or  telephone  cooperative  to  service  all  residences,  businesses 
and  entities  in  its  service  area.  The  cooperative  therefore  has  little,  if 
any,  control  over  the  composition  of  its  membership. 

I  think  it  is  important  for  you  to  understand  the  evolution  that  has 
occured  in  rural  areas  from  the  time  that  rural  utility  cooperatives 
started  to  form  many  years  ago.  When  the  first  powerlines  started 
crossing  the  rural  areas,  there  were  many  more  farmers  and  ranchers 
to  be  served.  Over  time  production  efficiencies  have  resulted  in  fewer 
but  larger  farms  and  ranches.  The  population  leaving  the  farm  has 
swelled  towns  and  cities.  The  change  has  not  diminished  the  need  for 
utility  .services  in  the  rural  areas.  But  the  demographics  of  change  is 
signincant.  In  sparsely  populated  rural  areas  it  may  take  only  one  or 
two  small  or  intermediate  size  farms  to  create  some  eligibility  prob- 
lems. We  cannot  deny  the  residences  the  benefits  and  services  of  the 
rural  electric  cooperatives.  So  just  as  economic  practices  and  demo- 
graphics have  changed  the  senice  patterns  of  our  cooperative  in  the 
rural  area,  we  need  changes  in  tlie  operating  procedures  and  require- 
ments of  the  bank  for  cooperatives  asa  primarj' lender. 

As  a  farmer  I  have  observed  another  factor  affecting  eligibility  to 
borrow  from  the  bank  for  cooperatives ;  tlie  success  of  cooperatives  for 
specialized  services  such  as  transportation,  livestock  and  processing  of 
agricultural  production.  We  are  also  experiencing  a  new  regional  coop- 
erative structure  that  includes  both  cooperative  and  noncooperative 
membership.  In  most  cases  they  are  formed  to  insure  adequate  supplies 
of  petroleum,  fertilizer  and  chemicals.  There  has  also  been  interast  in 
forming  transportation  cooperatives  to  help  combat  the  ongoing  dif- 
ficulties faced  by  shippers  of  agricultural  commodities.  Once  again,  we 
are  seeing  an  evolution  in  the  business  structure  serving  agricultural 
communities. 

Two  viewpoints  have  been  expressed  about  lowering  eligibility  re- 
quirements to  60  percent.  One  opinion  is  to  keep  eligibility  require- 
ments at  the  present  high  level  to  assure  agriculture  retains  control  of 
the  system.  The  other  opinion  has  come  primarily  from  EEC's  whose 
needs  could  !«  more  adequately  met  with  even  lower  than  60  percent 
producer  control.  I  know  that  the  Farm  Credit  System  has  worked 
with  this  issue  long  and  hard  to  make  sure  our  request  for  the  60  per- 
cent requirement  is  in  the  best  interest  of  agriculture.  I  believe  that 
all  cooperatives  need  access  to  many  sources  of  credit.  I  also  believe 
that  access  to  the  bank  for  cooperatives  produces  additional  competi- 
tion, healthy  in  all  forms  of  business.  Cooperatives  ineligible  to  bor- 
row from  the  bank  for  cooperatives  do  not  receive  the  full  amount  of 
servico  and  ownership  benefits. 

As  a  farmer  and  an  REC  director,  it  has  been  my  observation  that 
the  Farm  Credit  System  is  committed  to  one  clear  objective,  improv- 
ing the  income  and  well-being  of  our  producers  of  food  and  fiber.  In 
South  Dakota  the  need  for  credit  for  agricultural  cooperatives  will 
continue  to  increase,  I  believe  the  eligibility  requirements  of  the  banks 
must  be  updated  to  reflect  the  current  trends  in  agriculture. 

I  encourage  your  support  of  these  efforts  to  provide  a  more  progres- 
sive Farm  Credit  System  for  agriculture  through  H.R.  4782. 

Mr.  D.\8CHLK,  Thank  you  very  much. 
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STATEKEHT  OF  JAKES  C.  HEISEB,  VICE  FRESIDEHT,  FEDEEAI 
IHTERHEDIATE  CSESIT  BAHK,  OHAEA,  HEBB. 

Mr.  Heiser.  Mr.  Chairman,  Congressman  Daschle,  I  am  James 
H^ser,  vice  president,  of  the  Federal  Intermediate  Credit  Bank  of 
Omaha.  The  Federal  Credit  Bank  of  Omaha  and  the  40  associations 
in  this  district,  which  is  Iowa,  Nebraska,  South  Dakota,  and  Wyo- 
ming, are  currently  serving  21,500  farmers  and  ranchers  with  $1.8 
billion  in  loans  outstanding. 

I  appreciate  this  opportunity  to  present  the  Farm  Credit  Bank  of 
Omaha's  views  on  H.K.  4782,  but  more  particularly  on  that  portion 
pertaining  to  financing  eligible  farmers'  and  ranchers'  processing  or 
marketing  needs. 

As  Mr.  Allmendinger  stated,  one  of  the  objectives  of  the  system 
is  to  improve  the  income  and  well-being  of  American  farmeis  and 
ranchers.  We  believe  that  we  have  been  responsive  in  that  re^)ect  in 
financing  farmers  and  ranchers  of  all  types,  sizes,  and  ages.  In  1977 
we  made  a  study  which  indicated  a  little  better  than  25  percent  of 
our  membership  of  20,000  borrowers  served  by  PCA's  were  35  years 
of  age  or  younger.  Ajid  presently  65  percent  or  12,500  borrowers 
borrow  $60,000  or  less. 

One  of  the  objectives  of  the  Farm  Credit  Act  of  1971  was  to  mod- 
ernize and  improve  the  authorization  and  means  for  furnishing 
credit.  In  this  respect,  financing  of  the  processing  and  marketing 
activities  of  bona  fide  farmers  and  rancliers  by  PCA's,  Federal  land 
banks,  is  a  feature  we  believe  is  ven*'  important.  Under,  again,  the 
Farm  Credit  Act  of  1971,  the  land  banks  are  authorized  to  make 
loans  to  farmers  and  ranchers  for  agricultural  purposes  and  other 
credit  needs  of  the  applicant.  PCA's  are  authorized  to  make  loans 
to  bona  fide  farmers  and  ranchers  and  producers  and  harvesters  of 
aquatic  products  for  agricultural  purposes  and  other  requirements  of 
such  borrowers. 

We  believe  that  Congress,  in  the  law,  recogni?-ed  that  credit  beyond 
production  needs  of  farmers  and  ranchers  was  necessary  to  enhance 
their  operations  and  income,  and  by  doing  so  the  opportunity  is  pro,T 
vided,  such  as  due  processing  and  marketing,  for  them  to  become 
"price-makers"  in  many  instances  rather  than  "price-takers,"  lim- 
itations now  exist  wherein  the  farmer  engaged  in  production,  if  he 
is  engaged  in  processing  or  marketing,  cannot  obtain  credit  from  the 
Farm  Credit  System  if  those  enterprises  exceed  50  percent  or  his 
throughput  of  such  processing  or  marketing  is  less  than  50  percent 
of  the  throughput  of  that  busmess.  In  other  words,  if  it's  40  percent, 
the  PCA  or  the  Federal  land  bank  no  longer  can  lend  money  to  that 
farmer  for  that  purpose,  only  for  agricultural  production  purposes 
allowed. 

We  believe  the  Farm  Credit  Amendments  of  1979  and  financing  of 
the  processing  and  marketing  business  of  farmers  and  ranchers  would 
clarify  the  intent  of  Congress,  and  we  believe  it  would  relieve  the 
burdens  now  placed  on  the  farmer  and  rancher  who  in  borrowing  from 
his  own  cooperative  credit  institution  and  is  successful  beyond  the  ini- 
tial farm  production  stage,  finds  himself  in  a  position  of  not  having 
credit  available  from  such  institutions  for  those  purposes.  It  is  our 
opinion  that  this  is  counterproductive  to  the  objective  of  the  Farm 
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Ciedit  Act ;  that  is,  to  improve  the  income  and  \\'ell-being of  the  farmer 
and  rtiiiL'her.  The  reasons  are  that  he  is  forced  to  seek  for  an  addi- 
tional lender  of  credit.  He  must  deal  with  two  lendws.  This  can  lead 
to  loss  of  lender  experience  and  continuity  in  his  operations.  Present 
i-cquiremciits  to  seek  another  lender  when  processing  or  marketing 
interests  exceed  production  interests  could  lead  to  inadequate  eredit 
for  either  the  farmer,  the  processine  or  marketing  or  both  because  of 
dilution  of  security  between  the  two  Tenders,  differing  loan  administra- 
tion or  different  security  or  loan  repayment  demands.  Also  there  would 
be  an  inability  to  gain  the  advantage  of  obtaining  a  broader  coverage 
of  credit  which  can  limit  competitive  forces  at  processing  or  marketing 
points  resulting  in  lower  prices  for  producers. 

The  Farm  Credit  Amendments  of  1979  do  provide  the  limitations 
that  prevent  excessive  shift  of  financing  by  PCA's  or  Federal  land 
banks  to  processing  or  marketing.  This  is  done  in  that  the  farm 
credit  district  directors  who  are  elected  by  the  farmers  and  ranchers 
must  determine  the  percentage  of  throughput  of  farmers'  or  ranch- 
ers' own  i>roduction  mto  processing  or  marketing.  It  recognizes  that 
needs  will  be  different  across  the  country  and  therefore  provides  that 
those  closest  to  the  pi-ass  roots  of  agriculture  will  determine  what 
constitutes  cxcpj^sivc  business  interests  in  processing  or  marketing 
which  dilutes  the  farming  or  rancning  industry  of  one  of  the  sideline 
investments  rather  than  it  being  a  viable  extension  of  the  farm  or 
ranch  unit.  We  believe  the  amendment  will  result  in  a  more  sound  and 
constructive  credit  service  where  these  needs  exist  and  will  contributu 
positively  to  the  best  interests  of  fanners  and  ranchers  in  rural 
America. 

We  appreciate  the  opportunity  to  appear  before  you  today.  Thank 
you. 

[The  attachments  to  Mr.  Heiser's  statement  are  held  in  the  committee 
files,] 

Mr.  Dasciilk.  Thank  you  ver>'  much.  That  is  an  excellent  statement, 

Roland,  you  are  next,  I  guess.  Glad  to  have  you  before  the  com- 
mittee. 

STAIEHEKT  07  KOLAHS  A.  CHICODn:,  DIRECTOR,  FEDERAL  lAlTD 
BANE  OF  SlOnZ  FALLS,  S.  DAE. 

Mr.  Chicoixe.  Chairman  Jones  and  Congressman  Daschle,  my 
name  is  Roland  Chicoine.  a  farmer  from  EUc  Point,  S.  Dak.,  and 
director  of  the  Federal  Land  Bank  Association  of  Sioux  Falls.  I 
farm  1.400  acres  in  Union  County.  S.  Dak.  It's  a  diverse  feed  opera- 
tion, mainly  com  and  soybeans. 

The  Federal  Land  Bank  Association  of  Sioux  Falls.  S.  Dak.,  makes 
loans  in  9  counties  in  southeastern  South  Dakota.  This  association 
is  one  of  39  Federal  Land  Bank  Associations  in  the  Farm  Credit 
historj'.  This  district  services  farmers  and  ranchers  in  Iowa,  South 
Dakota,  Nebraska,  and  Wyoming. 

I  am  goin^  to  discuss  with  you  the  amendment  to  increase  the  85 
percent  lending  limit  for  Federal  Land  Banks  where  the  loan  is  guar- 
anteed by  either  State  or  Federal  Government.  The  reason  why  1  am 
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so  very  much  interested  in  this  legislaticHi  is  that  it  reflects  the  Land 
Banks'  ability  to  serve  young  and  beginning  fanners. 

Tlie  Federal  Land  Bank  of  Omaha  has  b^n  working  closely  with 
tlie  Farmers  Home  Administration  in  our  4  States,  usin^  simultaneous 
loans  as  well  as  coordination  of  Farmers  Home  Administration  loans 
to  assist  many  eligible  farmers  who  would  not  qualify  for  lending 
bonk  loans.  Since  the  inception  of  the  Farmers  Home  Administration 
simultaneous  loans  program  in  1971,  a  total  of  nearly  5,CXX)  loans 
have  been  made  amountmg  to  $260  million  in  South  Dakota.  Of  this, 
1,379  loans  were  made  in  the  amount  of  $62,900,000.  One  interesting 
note  about  these  loans,  the  age  of  the  borrowers  from  1975  through 
1979,  the  average  age  was  37  years  on  an  all  land  bank  PHA  simul- 
taneous loan ;  where  the  average  age  of  all  land  bank  loans  made  in 
our  district  during  the  same  period  was  46  years.  Since  the  Farmers 
Home  Administration  is  emphasizing  the  guaranteed  loan  program 
rather  than  the  simultaneous  loan  program,  it  appears  to  me  that 
the  service  to  serve  the  young  and  beginning  farmer  is  going  to  be 
substantially  reduced  if  the  85  percent  Umitetion  presently  imposed 
on  land  banks  is  not  lifted. 

Many  of  the  loans  that  the  land  bank  has  written  in  cooperation 
with  the  Farmers  Home  Administration  were  approved  at  the  90-per- 
cent level.  Because  of  the  stock  requirements  on  the  land  bank  loans, 
we  were  only  about  to  loan  80  percent  of  the  appraised  value.  In  addi- 
tion to  this,  there  is  a  1-percent  fee  associated  with  the  guarantee  that 
will  be  passed  on  to  the  borrower.  It  is  critical  that  you  understand 
that  even  if  the  land  bank  were  permitted  to  make  these  guaranteeing 
loans  at  above  80  percent  of  the  appraised  value,  we  still  would  not 
make  loans  where  the  applicant  was  not  able  to  project  an  adequate 
income  to  handle  the  loan  repayment  in  an  orderly  fashion.  In  other 
words,  it  wouldn't  be  a  soft  loan  program,  but  one  where  progressive 
operators  would  get  credit  even  though  they  had  a  slim  equity  situation. 

The  State  of  Minnesota  also  has  a  guaranteed  loan  program,  and 
similar  programs  are  being  introduced  in  other  legislatures  through- 
out. The  land  bank  would  very  much  like  to  be  in  a  position  to  par- 
ticipate in  such  loan  programs  as  well  as  the  Farmers  Home  program, 

T^e  Omaha  Land  Bank,  my  local  bank  a.ssociation  and  myself  are 
very  sincere  in  our  desire  to  assist  yonng  and  beginning  farmers.  There- 
fore, it  is  our  belief  the  lifting  of  the  85  percent  lending  limit  on  guar- 
anteed loans  is  very  important  because  we  have  got  to  think  of  our 
young  fanners  in  the  future,  where  they  are  going  to  get  financing. 

I  strongly  encourage  your  support  m  these  efforts  to  provide  im- 
proved financial  service  to  agriculture  in  rural  America  through  the 
Farm  Credit  System  by  the  passage  of  H.R.  4782, 

Mr.  Chairman,  this  concludes  my  testimony,  and  I  would  like  to 
heartily  welcome  ynu,  when  youVe  got  time,  to  come  back  and  shoo^ 
good  South  Dakota  pheasant  and  geese. 

Mr.  Daschle,  I  want  to  thank  the  panel  for  coming  before  the  com- 
mittee. As  we  stated  earlier,  if  you  can  find  the  time  to  stay  around, 
we  would  like  to  psk  some  questions  after  the  testimony  has  been 
presented.  Thanks  a^in  for  coming. 

Our  next  witness  is  Lester  Boehmer.  He  is  the  Assistant  District  Di- 
rector of  the  Fanners  Home  Administration.  We  are  delighted  to  have 
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Mr.  Boehmer.  At  tliis  time,  if  he  will  come  forward,  we  will  take  his 
testimony. 

Mr.  BoEiiHER.  Good  afternoon.  I  thinit  somewhere  along  the  line 
we  have  a  breakdown  in  commimication  on  this,  Mr,  Weiland,  my  State 
director,  advised  me  that  I  would  not.  be  testifying  today  and  that  he 
would  personally  forward  his  recommendations  pertaining  to  this  loan 
to  yon  at  a  later  date. 

He  did  say  if  there  are  any  particular  queations  regarding  the  Farm- 
ers Home  Administration,  that  he  would  either  get  you  an  answer  or  he 
would  be  in  contact  with  you. 

Mr.  Daschle.  I  think  that  lie  did  indicate  that  he  wanted  to  provide 
written  testimony,  but  couldn't  be  here  today,  and  for  that  reason 
asked  that  his  testimony  be  inserted  in  the  record.  If  there  are  no 
objections,  we  will  certainly  do  that.  I  appreciate  your  coming  here 
today.  What  I  would  like  to  do  is  ask  you  to  come  up  to  the  panel 
discussion  following  the  testimony,  if  you  will,  and  we  will  produce 
some  of  our  questions  at  that  time. 

Mr.  Boehmer.  I  will  be  happy  to  do  so.  Thank  you  for  inviting  us. 

Mr.  Daschle.  The  next  witness  this  afternoon  really  needs  no  intro- 
duction to  South  Dakota.  He  goes  way  back  to  the  early  days  of  bank- 
ing in  South  Dakota.  His  father  and  he  ran  a  v^ry  successful  banking 
operation  in  the  State.  He  was  a  State  legislator  and  is  a  leader  of 
fann  financing  in  the  State.  At  this  time  I  would  like  to  welcome  a 
friend,  and  certainly  an  expert  in  farm  financing,  Roger  McKellips. 

STATEKEHT  OF  SOOER  D,  HcEEIXIPS,  PRESIDENT,  STATE  BANX 
OF  AXCESTEK,  ALCESTEB,  S.  DAK. 

Mr.  McKellips.  Thank  you,  Tom.  Mr.  Chairman,  Congressman 
Daschle,  I  am  Roger  McKellips.  I  am  president  of  the  State  Bank  of 
Alcester,  Alcester,  S.  Dak.  I  do  appreciate  the  opportunity  to  testify 
on  hearings  that  center  around  agricultural  credit  programs. 

As  a  smalltown  rural  farm  banKer,  I  can  see  some  ominous  signs  in 
the  future  as  to  the  availability  of  farm  credit,  particularly  for  the 
smaller  farm  operator  and  the  young  farmer.  Although  I  don't  agree 
with  the  premise  that  regulation  Q,  which  places  a  ceiling  <m  interest 
paid  to  savers,  could  be  eventually  revoked,  but  apparently  it's  going 
to  take  place  and  there  is  probably  nothing  we  can  do  to  stop  it.  In  my 
opinion,  when  this  liappens,  rural  areas  and,  in  particular  smaller 
banks,  simply  are  not  going  to  be  able  to  attract  and  to  pay  the  inter- 
est that  the  major  metropolitan  financial  centers  will  be  offering.  As  a 
result  of  this  development,  which  looks  like  it  is  predestined,  it  will 
put  an  additional  crunch  on  the  farmer  as  he  tries  to  secure  adequate 
financing  for  the  ever-increasing  cost  of  operation  in  agricultare 
today. 

That  is  why  I  welcome  these  hearings,  and  I  wholeheartedly  support 
any  of  the  amendments  to  the  Farm  Credit  Act  of  1971  that  will  make 
available  to  agricultural  borrowers  meaningful  lines  of  credit,  I  would 
particularly  encourage  and  support  programs  like  are  now  being  used 
by  the  Farmers  Home  Administration  and  the  Small  Business  Ad- 
ministration where  they  work  in  tandem  with  commercial  lending 
institutions  imder  the  guaranteed  programs.  I  like  to  believe  that  many 
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farmers  prefer  to  deal,  whenever  they  can,  with  the  local  bank  or 
banker.  And  we  also  like  to  think  that  the  local  banker  can  supervise 
and  monitor  the  Qnancial  progress  of  the  farmer  as  well  as  anyone. 

So  I  would  hope  your  amendments,  particularly  with  the  PCA  and 
the  proposed  PCA  participating  certificates,  would  make  possible_  a 
standard  pr^ram  of  sharing  lines  of  credit  between  commercial 
banks  and  PCA's.  I  think  this  would  be  a  valuable  tool  and  one  that 
we  are  going  to  need. 

However,  I  think  at  the  same  time  commercial  banks  and  Federal 
land  banks,  the  PCA's  and  banks  for  cooperatives,  all  need  to  occa- 
sionally pause  and  reflect  and  realize  that  we  all  enjoy  a  special  place 
in  our  financial  structure  in  this  country.  Commercial  banks — whether 
we  like  to  admit  it  or  not — do  enjoy  some  special  privileges.  We  are 
still,  although  it  may  not  be  for  very  long,  the  only  place  you  can 
write  a  check.  We  are  protected  by  charters.  I  think  all  of  us  in  the 
commercial  banking  field  should  recognize  that  we  do  have  an  obliga- 
tion not  only  to  provide  a  safe  place  for  the  deposit  of  money,  but  we 
do  have  a  further  obligation  to  try  to  provide  tlie  legitimate  credit 
needs  of  the  area  in  which  we  serve. 

I  think  we  are  seeing  improvements  year  after  year.  But  we  still 
have  a  way  to  go.  I  thmk  in  some  areas  and  some  communities  there 
still  needs  to  m  a  considerable  amount  of  progress.  Furthermore,  I 
think  the  Federal  land  bank  and  the  PCA's  ^ould  realize  that  they  do 
have  the  favored  position  in  our  economy  because  they  have,  more  or 
less,  an  unlimited  source  of  funds  usually  at  a  cost  that  is  less  than 
other  lending  institutions  can  get.  And  it  seems  to  me,  particularly  in 
recent  years,  the  Federal  land  banks  policy  has  been  to  make  only 
the  choice  loans,  more  or  less  the  cream  of  the  crop,  and  shy  away 
from  anvthing  that  wasn't  exactly  "gilt  edged."  I  am  not  suggesting 
that  the  Federal  land  bank  system  should  make  unsound  loans.  I 
think  their  first  criteria  of  adequacy  of  collateral  must  be  a  prime  pre- 
requisite. However,  I  think  in  recent  years  they  have  placed  another 
finme  prerequisite  and  that  is  cash  flow.  And  even  though  the  col- 
ateral  is  there  and  plenty  of  land  security,  if  the  cash  flow  isn't  there, 
many  managers  are  prohibited  from  approving  this  type  of  loan.  And 
I  think  there  are  some  instances  when  they  perhaps  are  not  com- 
pletely f)ilfilling  the  obligation  and  the  original  intent  of  the  Federal 
land  bank. 

There  comes  to  mind  two  examples.  One  is  a  young  farmer  that 
is  trying  to  purchase  some  ground  and  has  not  developed  a  large 
cash  flow.  I  think  in  many  instances  the  managers  would  like  the 
leeway  to  use  their  judgment  in  selecting  a  few  young  farmers  who 
they  think  have  potential  and  be  allowed  the  freedom  to  make  some 
of  these  loans.  In  another  instance,  and  I  think  we  are  seeing  this 
more  and  more,  when  a  farmer  approaches  his  late  fifties,  early 
sixties,  and  although  he  hasn't  been  the  greatest  moneymaker  in  the 
world  and  he  doesn't  have  that  cash  flow,  he  still  has  sufficient  colla- 
teral in  the  line  of  real  estate,  he  is  rejected  because  of  cash  flow. 
And  I  think  many  managers  would  like  to  have  that  option  to  make 
that  loan  because  if  they  don't,  we  in  the  commercial  lending  field 
are  placed  in  that  uncomfortable  position  of  having  to  decide  whether 
to  move  this  man,  who  perhaps  is  only  4,  5  years  away  from  retire- 
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ment,  move  him  off  the  farm  into  something  that  be  has  never  done 
before  in  his  life.  I  have  seen  cases  of  a  man  60  years  old  with  an 
unencumbered  80,  probably  worth  $70,000  or  $80,000,  refused  a  Fed- 
eral land  bank  loan  because  he  doesn't  have  the  cash  flow.  And  I 
am  wondering  whether  we  are  justified  in  making  a  man  of  this 
age,  who  has  done  nothing  in  his  life  but  farm,  asking  him  at  that 
time  to  find  another  way  to  make  a  living.  It  seems  to  me  it  might 
be  better  for  society  and  probably  the  best  for  the  farmer  to  let  him 
stay  right  where  he  is  until  retirement, 

I  would  like  to  emphasize  tliat  many  managers,  I  think,  of  the  Fed- 
eral land  bank  ofHces  would  like  to  be  able  to  make  loans  of  this  type 
and  simply  can't  because  the  guidelines  set  down  prohibit  them. 

So  in  summary,  I  hope  that  you  will  pass  some  meaningful  farm 
amendments.  I  hope  these  amendments  would  include  provisions 
that  facilitate  cooperation  and  shared  Hnes  of  credit  with  commer- 
cial banks.  I  also  hope  any  amendments  would  allow  for  management 
flexibility  on  a  local  level  in  the  decisionmaking  process.  Thank  you 
very  much. 

Mr.  Daschle.  Thank  you,  Roger.  I  would  appreciate  it  if  you  will 
stick  around. 

We  have  another  panel  now.  Pete  Waletich  is  a  hog  farmer  fitHn 
the  Langford  area.  Dennis  Larson  is  a  farmer  from  Groton.  Pete 
and  Dennis,  we  are  very  delighted  to  have  you.  I  have  known  these 
two  men  for  a  long  time,  and  think  that  the  perspective  we  get  from 


farmers  who  an  a  daily  basis  have  to  work  with  farm  credit  is  of 
immense  value  to  the  subcommittee.  I  am  delighted  that  you  have 
taken  the  time  out  of  your  schedule,  and  I  would  appreciate  it  now 


immense  value  to  the  subcommittee.  I  am  delighted  that  you  have 
taken  the  time  out  of  your  schedule,  and  I  wc     ' 
if  you  would  present  us  with  your  statements. 

STATEMENT  07  DENNIS  K.  LARSON,  GBOTON,  S.  SAE. 

Mr.  Larson'.  Mr.  Chairman.  Mr.  Daschle,  my  name  is  Dennis  Lar- 
son. I  am  a  farmer  from  the  Groton  area.  I  would  first  like  to  thank 
Congressman  Jones  and  Congressman  Daschle  for  bringing  this  sub- 
committee to  South  Dakota. 

I  would  like  to  address  my  remarks  mainly  to  three  areas:  Co- 
operative eligibility ;  the  85  percent  lending  limitation  on  Federal  land 
banks;  and  finance  processing  and  marketing  activities  of  bona  fide 
farmers. 

I  believe  that  the  suggestions  to  lower  the  farm  member  eligibility 
requirement  for  BC  financing  to  60  percent  of  the  voting  members 
or  such  higher  percentage  as  district  boards  may  establish  is  a  good 
one  and  should  oe  written  into  the  new  credit  act, 

I  would  strongly  recommend  that  the  85  percent  lending  limita- 
tion on  Federal  land  banks  should  be  removed  when  guarantees 
by  governmental  units  are  involved.  Guarantees  by  the  State  govern- 
mental agencies  is  an  area  that  I  feel  should  be  explored  fully,  e^>e- 
cially  for  young  starting  farmers  with  limited  resources.  With  the 
use  of  tax-exempt  bonds,  the  interest  cost  could  be  greatly  lowered 
to  these  young  farmers. 

Another  area  where  the  guaranteed  loans  should  be  used  is  when 
farms  are  sold  on  contract  for  deed  or  notes  or  mortgages  from  the 
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sellers.  I  also  feel  an  attractive  tax  credit  system  should  be  set  up  if 
a  landowner  sells  his  farm  to  a  young  farmer,  if  the  landowner  agrees 
to  sell  at  a  fair  price  and  finances  71  percent  of  the  selling  price  on 
a  long-term  contract  for  deed  or  note  and  mortgage.  This  type  of 
system  could  have  many  benefits  for  both  the  buyer  and  the  seller, 
and  go  a  long  way  in  keeping  the  control  of  farm  land  in  the  hands 
of  the  family  farmer. 

The  idea  of  Federal  land  banks  and  PCA's  should  be  able  to 
finance  processing  and  marketing  activities  for  bona  fide  farmers  is 
a  good  one  and  ^ould  be  written  into  the  law.  Marketing  is  one  of 
the  largest  problems  farmers  have  today.  And  anything  we  can  do 
to  improve  marketing  could  greatly  increase  farm  income.  Thank 
you. 

Mr,  DA6CHI.E.  Thank  you,  Dennis. 

Pete,  you  and  I  have  corresponded.  We  have  talked  a  lot  about 
things,  and  I  have  been  looking  forward  to  having  your  testimony 
this  a^cmoon.  I  appreciate  your  time  right  now. 

STATEKEHT  OF  FETEB  H.  WALETICH,  LAHOTORD,  8.  SAX. 

Mr.  Waleticm.  I  would  like  to  thank  Congressmen  Daschle  and 
Jones  for  giving  me  this  opportunity  to  appear  before  you  today. 
Since  Congressman  Daschle  asKcd  me  to  testily  before  the  House  Agri- 
culture Committee  I  have  done  some  thinking  on  what  1  should  say. 

First  of  all,  I  would  like  to  give  you  a  short  rundown  of  my  back- 
ground. Our  farm  consists  of  1,970  acres  of  which  190  acres  are  rented. 
It  is  located  l.'i  miles  from  Langford.  S.  Dak.  We  farrow  between  1,000 
and  1500  pigs  per  year  and  feed  out  between  300  to  400  of  the  pigs  far- 
rowed. We  also  have  about  7.5  stock  cows  that  are  calved  in  the  spring 
of  the  year  and  the  calves  are  sold  in  tlie  fall.  We  put  in  about  8w 
acres  of  wheat,  barley,  oats,  and  rye.  The  remaining  acreage  consists 
of  pasture  and  hay  land. 

5Iy  family  work  force  consists  of  myself,  my  wife,  Lorraine,  cms 
daughter  and  two  sons. 

The  main  problem  I  have  run  into  this  last  year  is  inflation.  First 
of  all,  inflation  is  good  in  some  aspects  and  pretty  detrimental  in  the 
other.  It  makes  some  rich  and  some  poor.  In  mv  case  I  am  not  sure 
which  way  it  went.  When  I  see  my  banker,  he  tells  me  my  net  worth  is 
going  up  each  year  mainly  due  to  the  inflation  on  my  land.  But,  on  the 
other  hand,  our  products  we  sell  have  not  kept  up  with  the  inflation. 

Let's  take  a  look  at  the  hog  situation.  Roughly  figuring  we  lost  atmut 
$20,000  just  on  the  hogs  we  raised  this  year  by  the  reduced  he^  prices 
over  the  Inst  year.  Along  with  this,  look  at  the  inflationary  price  of  our 
fuel  we  will  be  needing  this  coming  year. 

When  we  started  fanning  in  1968  we  purchased  an  820  John  Deere 
tractor  which  used  2  gallons  per  hour  that  cost  17  cents  per  gallon  or  a 
total  of  .3.5  cents  per  hour,  I  hired  a  man  to  run  it  for  $1  per  hour 
which  means  in  1968  I  could  run  a  tractor  in  the  field  for  $1.35  per 
hour.  Since  then  we  purchased  a  larger  tractor  that  bums  7  gallons 
per  hour  at  a  cost  of  90  cents  which  comes  to  $5.60  per  hour  for  fuel. 
This  year  I  have  (o  pay  $3.60  for  a  man  to  nm  the  newer  tractor ;  $6.60 
for  fuel  plus  $3.60  for  labor  amounts  to  $9.20  as  compared  to  $1.35  in 
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1968.  The  difference  in  price  is  $7.85  per  hour  more  just  for  fuel  and 
help.  A  10-hour  day  amounts  to  $78.50  more  per  day. 

When  purchasing  this  newer  tractor  I  had  great  hopes  of  paying 
part  of  it  with  some  of  the  profits  from  the  pigs,  but  the  way  the  prices 
on  hojrs  are  today,  it  doesn't  paint  too  bright  of  a  picture. 

I  have  got  some  reserve  grain  to  sell,  but  the  elevator  man  says  he 
can't  take  it  because  of  the  Tack  of  storage  due  to  the  strike  at  Duluth 
and  also  because  of  the  boxcar  shortage. 

My  next  step  was  to  check  with  my  friendly  banker  to  see  what  can 
be  done  about  paying  the  bills  this  iaW.  I  asked  him  for  his  thoughts 
on  fann  credit.  This  is  what  he  told  me :  that  the  funds  available  are 
getting  scarce.  Some  of  the  problems  are  caused  by  an  excessive  num- 
ber of  regulations.  Competition  for  funds  comes  not  only  from  other 
banks  in  his  area,  but  also  from  the  Government.  Government  securi- 
ties can  be  obtained  at  competitive  rates  with  merely  a  phone  call. 

Savings  and  loan  associations  are  given  an  edge  bv  law  in  that  they 
can  pay  a  little  higher  rate  on  savings.  Savings  and  loan  associations 
never  have  been  a  prime  provider  of  credit  to  agriculture  in  any  area 
of  the  country.  So  every  dollar  which  should  have  been  saved  in  the 
community  bank  that  goes  to  the  saving  and  loan  never  gets  funneled 
into  that  community's  economy.  We  then  all  become  losers  since  the 
old  saving  remains  true,  "It  takes  monev  to  make  money." 

Besides  this,  the  banks  have  lending  limits  as  to  how  far  they  cut 
go  with  an  individual.  Well,  once  you  get  to  that  point,  where  do  you 
eol  You  can  go  to  the  Federal  land  bank,  PCA,  FHA.  or  others. 
Now,  here's  a  place  where  you  have  to  kind  of  have  to  sit  back  and 
ask  yourself  what  should  I  do.  Here  are  some  of  the  alternatives: 
First.  I  can  remortgage  mv  land  so  I  can  keep  on  buying  this  expen- 
sive machinery,  fuel,  repair  bills,  and  whatever  else  comes  along  to 
run  a  farm  so  that  someday  my  daughter  and  sons  might  have  a  chance 
to  fann  so  they  can  produce  food  for  our  tables  in  the  future  at  a 
reasonable  price ;  second,  I  can  throw  up  my  hands  and  say  the  hell 
with  it,  why  fight  if.  Hang  up  a  sale  bill,  sell  out  and  take  the  profits, 
if  there  are  any  left  over,  and  invest  them  in  the  money  market  which 
today  is  over  10  percent  interest.  T  believe.  That's  a  lot  more  than  you 
can  possibly  make  trying  to  opeiflte  at  today's  prices. 

What  really  makes  me  wonder  is.  who  is  going  to  be  doing  the  farm 
work  and  producing  food  for  our  tables  10  to  20  years  down  the  road. 

Since  we  started  farming  in  1968,  nine  farmsteads  in  our  township 
have  either  sold  their  land  or  have  rented  it  out.  Now,  remember,  a 
township  is  a  6  bv  6  mile  area  or  36  st^uare  miles,  which  is  not  too  big 
an  area  to  be  able  to  afford  to  lose  nme  families.  There  are  another 
three  families  that  are  about  ready  to  throw  up  their  hands  and  say 
why  fight  it, 

I  have  heard  rumors  that  oven  the  floorsweepers  are  getting  over  $8 
per  hour  in  Dulutli  that  were  on  strike.  When  you  hear  this,  you  kind 
of  wonder  why  am  I  out  there  frying  to  raise  wheat  for  $4  per  bushel, 
rye  for  $2.  barley  for  $1.80  and  pigs  for  35  cents  per  pound. 

If  wo  are  going  to  got  tins  country  back  on  its  feet,  wo  have  all  got 
to  pitch  in  and  try  to  work  together  for  the  welfare  of  all  mankind. 
Like  President  Kennedy  once  said,  "Ask  not  what  our  country  can  do 
for  you,  but  what  you  can  do  for  our  country," 
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We  liave  to  get  some  incentive  to  work  for,  especially  for  the  young 
farmers.  I  hate  to  see  the  day  when  we  can  say  our  family-type  farm 
has  become  extinct. 

Here  are  a  few  items  that  I  feel  we  can  do  to  help  these  young  ag- 
gressive family-type  farms  stay  alive  and  produce  food  that  all  Ameri- 
cans can  be  able  to  afford  to  eat.  One  way  I  would  suggest  is  that  by 
keeping  this  interest  rate  the  same  for  everyone.  It  seems  to  me  we 
are  always  looking  out  for  the  underprivileged.  In  some  cases  it  pays 
to  goof  off  enough  in  order  to  get  down  to  that  level  where  interest 
rates  would  be  lower  for  certain  individuals. 

I  would  like  to  see  a  system  set  up  that  would  level  some  of  the 
highs  and  lows  out  of  our  marketing  system.  It's  pretty  hard  for  both 
the  lender  and  the  borrower  when  the  income  fluctuates  by  one-third 
in  one  year's  time. 

In  summary,  I  would  like  to  see  some  sort  of  a  system  set  up  that 
would  give  an  incentive  back  to  the  working  person  who  really  wants 
to  go  out  in  the  world  and  produce. 

I  thank  you. 

Mr.  Daschle.  Thank  you  very  much,  Pete  and  Dennis.  I  appreciate 
vour  testimony  very  much.  In  just  a  moment  we  will  be  bringing  you 
back  to  ask  some  questions. 

Our  last  witness  certainly  in  the  Aberdeen  area  needs  no  introduc- 
tion. He  is  a  leader  in  insurance  and  in  the  whole  area  of  insurance 
business  and  knows  rural  people  as  well  as  people  in  the  urban  areas. 
Karl  Graeber  is  the  president  of  the  Independent  Insurance  Agents 
of  South  Dakota.  I  believe  he  is  going  to  be  accompanied  by  Goland 
Benson,  the  executive  vice  president.  We  will  ask  you  to  come  up  to 
the  table  and  let  us  hear  from  you. 

STATEHEKT  OF  EARL  F.  GRAEBER,  FBESIDEKT,  Iin)EPENI)EIIT 
XHSURAHCE  AOEITTS  OF  SOUTH  DAKOTA,  ACCOMFABIED  ST 
ROLAin)  A.  BENSON,  EXECUTIVE  VICE  FRESTDEKT 

Mr.  Ghaebeh.  Mr.  Chairman,  Congressman  Daschle,  thank  you  for 
the  opportunity  to  be  here  this  afternoon.  My  name  is  Karl  Graeber. 
As  you  indicated,  I  am  president  of  the  Independent  Insurance  Agen- 
cies of  South  Dakota.  Koland  Benson,  who  is  our  executive  vice  presi- 
dent, will  make  our  presentation.  We  combined  our  thing  together  so 
it  wouldn't  be  quite  so  long. 

So  with  that,  I  will  turn  it  over  to  Rollie. 

Mr.  Bensox.  Thank  you.  Karl. 

I,  too,  want  to  thanli  both  of  you  for  allowing  us  to  be  here  toda^. 
We  have  been  told  that  PCA's  were  established  by  the  Farm  Creait 
Act  of  1971  primarily  to  serve  the  credit  needs  of  farmers.  The  act 
also  permits  them  to  sell  certain  limited  lines  of  property  and  cas- 
ualty  insurance,  but  only  if  the  need  for  such  service  has  been  es- 
tablished. Our  association  is  quite  concerned  about  this  because  the 
Farm  Credit  Administration  has  permitted  these  cooperatives  to 
enter  the  property  casualty  insurance  business  without  providing 
persuasive  evidence  that  similar  services  are  not  being  provided  ade- 
quately by  others  in  the  community.  There  is  also  controversy  as  to 
exactly  what  types  of  property  casualty  insurance  coverages  these 
cooperatives  can  be  permitted  to  sell  upon  demonstration  of  need. 
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There  is  specifically  language  in  a  conference  report  to  the  Farm 
Credit  Act  of  1971  that  indicates  that  it  was  not  intended  for  these 
cooperatives  to  sell  liability  insurance  or  insurance  on  any  property 
that  was  not  collateral  for  a  loan.  In  spite  of  this,  FCA's  are  selling 
farmowners  and  homeowners  packages,  and  as  one  solicitation  put  i^ 
practically  everything  with  the  exception  of  suto. 

We  are  not  against  fair  competition,  but  FCA's  enjoy  SBTeral 
competitive  advantages  over  unafBliated  insurance  agencies.  They 
liave  detailed  knowledge  of  a  client's  financial  profile  and  existing 
insurance  coverages  and  expirations.  They  are  able  to  reduce  coats  with 
the  income  generated  by  insurance  sales  and  pass  those  overhead 
sav-ings  on  to  their  customers  through  reduced  loan  rates.  Finally, 
they  enjoy  a  number  of  local  and  State  tax  advanto^  and  can 
borrow  money  from  the  Federal  Intermediate  Credit  RaSk  which  are 
exempt  from  Federal  income  tax, 

An  independent  agent  has  none  of  these  advantages.  For  these 
reasons  Congress  was  careful  to  limit  PCA  insurance  agents  to  in- 
surance on  collateral  for  loans.  Moreover,  this  insurance  coverage  was 
offered  only  after  the  Fann  Credit  Administration  determine  that 
adequate  insurance  coverage  was  otherwise  unavailable  to  PCA  cus- 
tomers. PCA  insurance  activity  in  the  three  pilot  program  indicates 
that  there  restrictions  liave  not  been  observed.  1  have  Uus  in  a  report 
from  my  counterpart  in  Arkansas.  His  name  is  Zeno.  He  is  the 
executive  vice  president  of  the  Independent  Insurance  Agents  of 
Arkansas.  Just  last  week  he  phoned  my  office  and  asked  me  if  I  was 
going  to  attend  this  hearing.  He  said,  if  at  all  possible  be  there  and 
tell  these  people  what  is  going  on  in  the  insurance  business  with 
these  PCA's. 

As  a  result  of  this,  we  would  recommend,  one,  that  the  current  Farm 
Credit  Administration  pilot  project  for  PCA  insurance  activities 
not  be  expanded ;  and  two,  that  Congress  require  the  Farm  Credit 
Administration  to  establish  formal,  explicit  rulemaking  procedures  for 
determining  a  need  for  PCA  insurance  activities  and  specify  loca- 
tions before  approving  such  activities.  We  believe  that  tne  goals  of 
improved  insurance  service  for  farmers,  if  found  to  be  necessary, 
could  better  be  obtained  by  the  PCA's  instituting  a  systematic  prt^ram 
of  providing  printed  information  and  materials  to  banks,  to  co- 
operatives and  farmer  members,  young  farmers  on  how  best  to  me^ 
their  insurance  needs  using  existing  insurance  sources.  Such  an  ap- 
proach would  be  then  more  in  keeping  with  Congress  initial  inteDti<Mis. 

The  report  of  the  Commission  on  Agricultural  Credit,  whose  recom- 
mendations led  Congress  to  >  permit  farm  credit  institutions  to  un- 
dertake financially  related  services,  specified  with  regard  to  such 
services  that  "The  availability  of  competing  services  through  other 
normal  business  channels  should  be  recognized,  and  where  they  are 
provided  at  reasonable  cost,  the  system  should  not  develop  competins 
services,  but  assist  members  in  the  profitable  use  of  such  servic^^ 
We  believe  this  approach  would  be  far  preferable  to  the  one  takea 
because  it  would  not  result  in  unfair  competition  with  unaffiliated 
independent  agencies. 

To  summarize  my  remarks,  we  oppose  any  ezpaoBion  of  the  pilot 
project  through  which  a  limited  number  of  PCA*s  now  offer  property 
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and  casualty  insurance.  We  support  FCA  rulemaking  that  details  tiie 
procedure  for  determining  a  need  for  PCA  insurance  activities,  and 
we  support  f  urther  congressional  clarification  of  the  kind  of  in- 
surance PC A's  are  permitted  to  ofFer  and  under  what  conditions. 

Thank  you,  gentleman. 

Mr.  Daschle.  Bollie,  thank  you  very  much.  Do  you  have  anything 
to  add  to  that,  Karl  t 

Mr,  Grabber.  No,  I  don't. 

Mr,  Daschle.  Very  good.  I  appreciate  your  coming.  I  think  these 
gentlemen  are  the  last  of  the  witnesses  that  we  have.  I  would  like  to 
ask  each  of  the  witnesses  who  have  testified  to  come  up  again  and 
sit  in  the  chairs  up  here  in  the  front,  and  we  will  proceed  with  the 
second  part  of  the  nearing  at  this  point,  and  that  is  the  question  and 
answer  portion.  So  please  come  up  anead. 

Chairman  Jones,  I  think  I  would  like  to  pursue  as  we  pursued  this 
morning.  You  seem  to  have  a  good  handle  on  all  these  issues,  and  I 
would  oke  to  have  you  proceed  with  your  questions  first  and  I  will 
follow. 

Mr.  Jones  of  Tennessee.  All  right  Tom.  Let  me  say  to  the  panel  that 
I  really  appreciate  the  fine  testimony  given  this  afternoon.  I  dont 
know  how  it  could  have  been  any  better.  It  was  excellent  testimony 
and  I  must  admit  that  I  agree  with  the  majority  of  your  philosophies. 

I  was  especially  interested  in  what  the  banker  had  to  say,  because 
we  dont  hear  from  as  many  bankers  as  we  do  from  other  people,  and 
I  really  appreciate  what  you  had  to  say  in  that  regard. 

I  want  to  emphasize,  Tom,  that  I  think  this  hearing  has  allowed  the 
subcommittee  to  get  closer  to  the  grass  roots  of  some  of  our  problems, 
more  so  than  we  can  get  in  Washington,  D.C,  when  you  come  or  some- 
body else  comes  in  your  place,  I  am  just  pleased  to  no  end  with  what 
the  various  groups  had  to  say. 

Mr.  McKellips,  I'm  going  to  reread  your  testimony  again  because 
I  did  not  digest  all  of  it.  I  did  get  one  emphasis  that  I  think  you  made 
that  I  can  wholeheartedly  agree  with  you  on,  and  that  is  that  the 
FLB's  are  not  as  aggressive  as  they  should  be.  An  experience  of  my 
own  in  the  area  I  represent,  they  do  a  marvelous  job.  But  I  do  think 
that  we  could  update  some  of  the  things  they  have  twen  doing. 

I  was  especially  pleased  to  see  the  panel  stress  a  desire  on  the  part 
of  the  FLB's  removing  85-percBnt  appraisal  and  moving  on  up  in 
the  valuation  of  our  land.  I  think  all  of  our  records  show,  I  think  I 
read  this  in  some  reports  last  week,  that  one  of  the  best  investments 
in  the  whole  world  today  is  farmland,  I  was  a  part  of  the  1971  update 
of  the  Farm  Credit  A<A  when  we  moved  from  a  low  figure  up  to  as 
much  as  85  percent  of  the  value  of  the  land.  I  would  like  to  see  a 
move  on  further  because  I  see  no  way  that  they  can  lose  mimey  in 
that  regard  as  long  as  they  are  doing  the  appraisal  as.  they  should, 
and  they  will. 

Tom,  I  have  no  specific  questions  to  ask  because  it's  a  little  bit  of  a 
renm  of  what  we  got  yesterday.  There  is  no  use  to  ffo  into  repetition. 

Mr.  Benson,  do  you  know  whether  Mr.  Zeno  is  going  to  be  m  Mem- 
phis for  the  hearing  tonight ) 

Mr.  BsNSON.  I  would  suspect  he  would  be  as  long  as  he  was  so  con- 
cerned that  I  attend  this  one. 
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Mr.  Jones  of  Tennessee.  It  might  be  a  good  idea  for  you  to  return 
a  call  to  liim  and  insist  that  he  come.  We  will  be  there  Thursday  and 
Friday  in  the  Federal  Building.  I  am  sure  he  knows  that. 

Mr.  Cashdollah.  He  is  on  the  schedule. 

Mr.  Jones  of  Tennessee,  Good.  You  made  a  statement  that  I  want 
to  see  if  I  understand.  You  said  you  oppose  any  further  expansion  of 
the  pilot  projects  of  PCA.  Do  you  mean  by  that  that  you  support  the 
three  they  have?  Would  you  like  to  see  them  all  relaxed! 

Mr.  Benson.  Wb  would  like  to  see  them  all  relaxed.  I  realize  that  is 
probably  a  hard  thing  to  do.  Right  now  we  are  mainly  concerned  with 
not  expanding  theprogram. 

Mr.  Jones  of  Tennessee.  It  is  strictly  a  pilot  program  and  they 
admit  that,  of  course.  I  have  to  tell  you  in  all  honesty,  that  I  have  been 
on  your  side  and  against  their  position  on  the  insurance  part  of  what 
they  are  doing  today  in  the  three  bank  areas.  I  believe  there  are  three 
that  are  doing  that.  I  dont  think  that  they  need  to  be  in  the  insurance 
business.  I  told  them  so  a  number  of  times. 

Mr.  Benson.  Thank  you, 

Mr.  Jones  of  Tennessee.  I  hope  that  we  are  able  to  correct  that.  I 
suspect  that  the  subcommittee,  if  necessary,  will  recommend  to  our  full 
committee  that  we  get  a  little  tougher  with  some  of  the  report  language 
than  we  have  now.  Now,  we  may  not.  I  dont  know.  I  can't  guarantee 
that.  But  that,  at  least,  is  my  position  because  I  am  for  them  all  the 
way  writing  the  credit  life  insurance  and  all  of  that.  There  is  no  prob- 
lem there  at  all.  And  I  think  that  is  what  they  should  do,  Qetting  out 
into  another  Reld  that  is  a  part  of  another  profession  is  something  that 
I  really  object  to  as  a  member  of  this  subcommittee. 

Mr.  Benson.  Thank  you,  Mr,  Jones.  That  is  really  all  that  we  could 
hope  for  at  this  hearing  here  was  that  we  could  get  your  support  in 
our  thinking  along  those  lines  also. 

Mr.  Jones  of  Tennessee.  In  turn  for  that,  I  want  you  to  do  some- 
thing for  me.  Our  subcommittee  has  a  bill,  it's  going  to  be  up  in  a  few 
days,  H.R.  4119,  Federal  Crop  Insurance  Act. 

Mr,  Benson.  I  am  aware  oi  it. 

Mr.  Jones  of  Tennessee.  I  want  you  to  all  lay  off  us  now. 

Mr.  Bbnson,  I  am  afraid  you  are  too  late,  Mr,  Jones, 

Mr.  Jones  of  Tennessee.  But  I  must  say  and  admit  to  you  in  all 
honesty,  I  think  you  are  wrong  when  you  are  fighting  that  bill.  I  dont 
think  you  Imow  what  you  are  doing.  I  am  really  honest  about  that, 
because  if  you  sit  where  we  do,  not  as  Members  of  Congress,  but  as 
people  who  are  trying  to  formulate  farm  policies  for  tne  future.  I 
think  you  would  have  to  agree  that  the  Federal  Crop  Insurance  bill, 
and  I  don't  need  it  in  my  district  because  we  don*t  have  those  disasters 
that  a  lot  of  people  do  over  the  Nation,  and  I  am  thankful  for  that, 
but  I  think  that  you  have  to  agree  that  the  Federal  Crop  Insurance 
program  as  designed  will  benefit  you  as  an  insurance  representative. 
You  will  be  selling  it,  if  you  want  to.  In  addition  to  that,  we  will  be 
building  for  disasters  with  the  premium  incomes  that  we  have.  I  dont 
think  there  is  any  doubt  in  the  world  that  the  private  agents  can 
participate  in  the  subsidy  too. 

Mr.  Cashdollar.  Yea.  Through  the  reinsurance  program  or  selling 
on  a  commission  basis. 
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Mr.  Jones  of  Tennessee.  I  wish  you  all  would  look  a  little  closer,  give 
a  little  more  examination  as  to  wnat  you  are  doing. 

Mr,  Benson.  Mr.  Jones,  I  think  that  you  are  protobly  right  in  what 
you  are  saying,  in  what  you  believe  vou  are  saying,  I  guess  I  should 
say.  I  think  probably  the  concern  of  our  association  more  than  any- 
thing is  that  the  flood  insurance  program  started  out  this  w^,  too, 
with  the  private  industry  cosponsoring  the  program  with  the  Federal 
Government.  As  a  result  of  this,  it  only  took  1  or  2  years  before  tiie 
Federal  Government  took  over  the  whole  thing  and  the  private  indus- 
try was  left  out  completely.  I  think  this  is  probably  our  main  ewi- 
cem  on  the  program- 
Mr.  Jones  of  Tennessee.  I  don't  think  you  will  have  that  problem. 
We  have  had  crop  insurance  for  38  years  already.  We  just  havent  had 
it  in  as  broad  a  way  as  this  bill  proposes.  I  think  that  you  will  find  that 
you  won't  be  dealmg  with  the  same  crowd  with  flood  insurance  that 
you  are  dealing  with  with  farm  legislation. 

I  believe  that  is  all  I  have.  I  just  want  to  thank  everybody  for  the 
good  set  of  hearings  we  have  had.  You  farmers  took  o£r  and  took  the 
time  to  come  down  here  from  what  you  E^ould  do,  but  I'm  sure  glad 
you  didnt  stay  home, 

Mr.  Daschle.  Mr.  Chairman,  I  want  to  thank  you  for  coming. 

I  would  like  to  follow  up  just  on  a  couple  of  remarks  that  you  made 
and  then  pursue  just  a  couple  of  questions.  But  I  would  like  to  tell 
Karl  and  Rollie  from  the  point  of  view  at  the  other  end  of  the  table 
here,  the  chairman,  of  course,  is  at  the  head  of  the  table  and  he  speaks 
with  a  great  deal  of  authority  in  our  subcommittee.  But  I  would  like 
to  think  that  those  of  us  freshmen  on  the  committee  also  speak  with 
some  authority,  and  certainly  have  a  vote  in  these  issues  as  well.  I  want 
to  assure  you  that  my  vote  lies  with  the  chairman  when  it  comes  to 
expanding  insurance  coverage.  I  dont  think  that  is  their  business.  I 
think  that  is  your  business  and  I  would  like  to  see  that  happen.  I  think 
it  will  happen  in  talking  with  other  members.  But  in  any  case,  I  ap- 
preciate having  your  thoughts  because  I  can  assure  you  of  this,  we  are 
going  to  be  sharing  them  with  other  members  of  the  committee.  And 
before  it's  all  over  with,  they  are  going  to  have  quite  a  bit  of  comments 
from  me  on  particular  issues  that  relate  to  insurance  and  the  BOA'S. 
So  thank  you  very  much  for  giving  us  ike  benefit  of  your  thinking  on 
this. 

I  would  like  to  ask  those  that  have  made  comments  with  regard  to 
the  guarantee  loan  program  and  how  you  think  it  affects  young 
farmers  or  new  farmers,  do  you  not  believe  that  one  of  the  concerns 
that  people  entering  agriculture  have  is  with  interest.  It  goes  beyond 
iust  being  able  to  provide  pecurity  or  some  kind  of  a  loan  arrangement, 
but  it  deals  with  the  whole  issue  of  whether  or  not  an  individual  can 
pay  for  the  high  interest.  Yet  it  seems  from  the  testimony  this  after- 
noon that  ffiinnintp^  loan  programs  alone  will  help  young  farmers. 
I  would  just  like  to  have  you  pursue  that  a  little  bit  more  in  detail,  if 
yon  could. 

Mr.  Allmenbinoer.  At  the  present  time  whui  you  talk  about  hidi 
interest,  the  FmHA  interest,  rate  now  has  been  raised  considerahly. 
I  dont  know  really  what  it  is.  Do  you  know  what  it  is,  Jim?  Nine 
percent,  about  9  percent.  And  so  there  isn't  going  to  be  a  lot  of  savings 
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insofar  as  the  interest  rate  is  concerned.  One  real  advantage,  as  I  see, 
though,  that  it  has  is  that  the  Federal  Land  Bank  Asaociatim  can 
just  take  care  of  the  whole  loan  with  the  Govemniient  ccHning  in  and 
guaranteeing  that  portion  of  it  that  the  land  bank  cannot  carry.  And 
it  makes  a  much  smoother  operation  and  a  much  smooths  loan  t»  work 
with  where  you  dont  have  another  lender  involved.  And  I  think  it 
would  be  very  helpful  to  a  low-equity  fanner  to  ha^  one  place  to 
work  instead  of  several,  and  it  would  make  it  much  smoother  and  a 
much  better  credit  package. 

Mr.  Daschle.  Roland,  most  of  your  testimony  was  related  to  that. 
I  would  be  interested  in  your  thoughts  on  how  you  think  interest 
relates  to  this  whole  problem. 

Mr,  Chicoine,  We  would  like  to  go  back  to  when  we  had  cheap  nit* 
interest  with  FHA,  way,  way  back  when.  But  we  cant  go  bock.  We 
are  going  forward.  It's  going  to  be  tough  for  these  youne  farmers. 
We  don't  like  to  call  them,  necessarily,  young  farmers,  but  Dcginning 
farmers  to  get  started  in  this  day  and  age  with  the  way  things  are 
bouncing  around.  But  it  will  be  a  big  help  if  we  can  get  all  the  mtmey 
in  one  spot,  like  I-eo  says,  because  generally  speaking  FHA  is  always 
out  of  money  and  you  are,  well,  6  months  down  the  road.  And  by  tbat 
time  somebody  else  has  picked  up  the  piece  of  property  and  so  then 
you  have  got  to  wait  another  year.  Well,  Uien  no  property  c«nes  up. 
So  there  you  sit.  And  so  it  would  be  a  big  advantage  for  the  young 
farmers  ii  he  could  get  all  his  credit  right  there  that  is  needed  at  the 
present  time. 

Mr.  Daschle.  Virgil,  you  were  talking  about  the  area  coverage  rule 
and  how  problematic  that  is  for  REA's.  What  I  would  like  you  to  do 
is  just  describe  in  a  little  greater  detail  how  the  area  coverage  rule 
would  be  affected  in  a  favorable  way  by  dropping  the  requirement 
from  80  to  60  percent.  That  is  not  clear  in  my  own  mind  as  to  how  that 
would  be  a  positive  thing  for  you. 

Mr.  FoDXESs.  It's  a  changing  membership.  Years  ago  it  was  practi- 
cally all  farmers.  And  in  the  area  I  live,  wnich  is  just  south  of  Sioux 
Falls,  our  local  distribution  system  bumps  right  up  to  Sioux  Falls.  And 
in  fact,  Sioux  Falls  has  taken  part  of  our  system  into  their  city  limits, 
the  residential  growth  is  in  that  direction.  So  in  our  local  system  we 
are  getting  a  lot  of  nonfarmers  there  that  weren't  there  before,  and  I 
think  we  are  probably  more  interested  on  a  regional  basis.  Basin  Elec- 
tric at  Bismarck,  N.  Dak.,  furnishes  about  55  percent  of  our  energy. 
And  they  are  very  capital  intensive,  and  to  qualify  for  various  types 
of  loans  they  also  have  to  meet  this  standard.  And  they  serve  farmers, 
industry,  small  towns,  and  the  like.  So  it  covers  a  big  area.  And  if  it 
was  lowered  it  helps  a  lot  of  them  meet  that  qualification  for  member^ 
ship. 

Mr.  Daschle.  I  notice  that  the  Farmers  Union  supported  lowering 
it  and  I  think,  if  I  recall,  most  of  the  farmers  do  want  it  lowered, 
which  suprised  me  a  little  bit. 

Mr.  FoDNESs.  I  think  they  also  recognize  the  changing  membership. 
It's  much  different  than  it  was  years  ago.  Whether  it's  good  or  bad, 
that  is  the  way  it  is,  and  that  is  the  way  you  have  to  try  and  run  your 
business. 

Mr.  Daschle.  Roger,  I  was  going  to  ask  you  about  this  Regulation 
Q  in  terms  of  what  it  has  meant  to  you  personally  in  cost  ana  how  it 
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affects  small  community  banks.  We  talked  about  it  on  a  personal  basis, 
and  I  just  think  for  the  committee's  interest  this  would  be  a  very  good 
time  to  just,  if  you  could,  just  elaborate  a  little  bit  more  on  what  it's 
doing  to  you  personally,  because  I  understand  it's  causing  you  a  tre- 
mendous amount  of  additional  cost  in  administration. 

Mr.  McKellips.  It  is.  Regulation  Q  and,  of  course,  your  truth-in- 
lending  law  along  with  it,  it's  just  inconceivable.  The  interpertation 
that  the  regulatory  authorities  have  given  to  that  truth  in  lending 
and  Regulation  Q,  isn't  what  you  people  in  Congress  intended  at  all, 
I  am  sure.  You  have  got  an  overkill  that  you  just  can't  believe.  For 
instance,  to  figure  an  interest  rate  correctly  they  have  got  a  formula 
that  includes  90  alegbraic  equations  tliat  you  would  first  have  to  put 
in  your  calculator  to  make  sure  you  have  got  it  right.  You  know,  a 
smalltown  bank  is  lost. 

It  does  add  to  the  cost.  And  we  are  spending  more  time,  I  think,  on 
reglations  trying  to  see  that  we  are  in  compliance  than  we  are  serving 
our  customers.  It's  frustrating  especially  for  an  older  banker. 

Mr.  Daschle.  Isn't  this  retroactive,  too  ? 

Mr.  McKellips.  Yes.  And  you  know,  we  have  had  several  com- 
pliance examinations  and  now  they  are  going  back — and  we  passed 
those,  apparently,  and  now  they  are  going  back  to  1974  and  making 
US — determining  if  we  have  got  to  refund  any  number  of  claims  on 
that  thing.  But  regulation  Q,  I  think,  is  a  very  serious  thing  for 
farmers  in  small  towns.  Apparently  they  are  going  to  take  off,  and 
I  don't  know.  Chairman  Jones,  do  you  agree  with  that  premise,  that 
they  are  going  to  lose  r^ulation  Q  sometime,  this  ceiling  on  interest  t 

Mr.  Jones  of  Tennessee.  I  would  imagine. 

Mr.  McKellips.  And  if  that  happens,  it  looks  to  me  like  smalltown 
banks  are  going  to  have  a  hard  time  competing  for  funds.  And  when 
you  don't  have  loanable  funds,  there's  just  no  way  you  can  loan  money. 
And  it  scares  me  because  your  aggressive  financial  institutions,  your 
financial  institutions  in  trouble,  they  are  going  to  pay  anything  they 
possibly  can  to  get  the  money  to  see  it  float,  and  I  think  you  have  got 
real  dangers  in  that  thing.  But  it  looks  like  it*s  predestined  to  happen 
and  we  are  probably  going  to  have  to  live  with  it.  But  we  will  have  to 
be  probably  buying  money  is  what  we  will  have  to  do  to  get  loanable 
funds  for  the  farms.  And,  boy,  I  tell  you,  it's  going  to  drive  your 
cost  up. 

Mr.  FoDN'ESS.  I  would  like  to  make  one  more  comment.  I  suppose  a 
lot  of  people  are  wondering  what  rural  electric  interests  are  here. 
The  interest  rate  on  Basin  Electric  Plant  bv  1982,  it's  estimated  that 
will  be  our  largest  single  cost,  that  will  be  higher  than  the  coal.  That 
is  hard  to  believe,  that  it's  going  to  be  higher  than  the  coal  to  generate 
the  costs.  So  we  like  the  competition,  and  the  more  people  that  we 
are  able  to  borrow  from,  the  better  it  is. 

Mr.  McKeltjps.  I  mi?ht  say,  Tom,  the  sad  part  of  it  is  the  farmer 
is  one  of  the  few  industries  that  can't  pass  their  interest  cost  on.  Most 
everybody  else  can.  But  they  don't  set  the  price  and  that  is  what  makes 
it  doubly  tough. 

Mr.  Daschle.  I  am  out  of  questions.  If  anybody  has  any  other  com- 
ments or  questions  that  they  would  like  to  pursue,  this  is  the  time  to 
do  it.  Yes. 
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Mr.  Brake.  Mr.  Chwnnan,  Congreesman  Daschle,  I  un  Dtm  Brake, 
fanner  from  the  Worthiiyiton,  Minn,  area,  I  am  a  Farmer  Union 
member,  Production  Credit  Asstxaation  member,  and  FederaJ  I^and 
Bank  member. 

I  would  like  to  ctHnment  about  the  property  insurance.  It  was 
implied  that  the  PCA  insurance  is  not' a  private  insurance.  I  guesB  I 
don^  understand  that.  PCA's  pay  Federal  and  State  income  taxes  on 
every  dollar  profit  that  they  make  f  rcnn  selling  insurance,  just  like  the 
independent  agents.  In  addition,  what  income  is  left  after  taxes  beiw- 
fits  all  PCA  borrowers  by  reducing  the  cost  of  borrowing  the  mon^. 
PCA's  in  the  setup  farm  districts  have  about  $1  a  loan  for  every  $2 
of  other  lenders  in  agriculture  production  loans.  If  tha  PCA's  start 
telling  farmers  what  to  do,  and  they  don't  want  to  do  it,  the  farmer 
will  take  his  loan  elsewhere  because  he  has  a  right  to  do  that.  The 
members  will  vote  out  the  PGA  directors  and  the  employee  involved 
will  lose  his  job.  As  a  result,  I  don't  believe  farmers  will  be  pressured 
into  buying  PCA  insurance.  In  ray  community  it  seems  that  after  the 
insurance  is  sold,  many  times  the  service  almost  stops.  And  when  a  loss 
occurs,  a  farmer  finds  his  coverage  has  been  inadequate.  Th^  is  not 
convenient  for  the  farmer.  Last  year  our  area  experienced  several 
buildings  destroyed  by  weight  of  snow.  These  fanners  were  generally 
uninsuml  because  the  present  insurance  industry  does  not  offer  and 
promote  coverage.  Thanlt  you. 

Mr.  Dabchli:.  I  appreciate  your  ccunmente.  Any  other  cwnmentst 
A  Voice.  Is  it  not  true,  Tom,  that  local  banks  sell  insurance  or  do 
they  have  an  agent  connected  with  the  bank ! 
Mr.  Daschu^  Boger,  you  can  better  answer  that. 
Mr.  McE^LLiPS.  I  think  you  have  a  c(»nbination  of  hoih.  Some 
banks  in  small  towns,  some  nave  independent  agents  with  the  main 
bank.  I  think  in  South  Dakota  it's  prohibited  in  towns  under  5,000. 
Mr.  Graebbr.  Five  thousand. 

Mr.  McKellips.  Five  thousand.  And  I  guess  there  is  s(Hne  justified 
criticism,  maybe. 

A  Voice.  I  know  several  banks  in  my  local  area  that  are  selling 
insurance. 

Mr.  McKsiiiPS.  There  are  a  lot  of  small  towns  that  don't  have  small 
town  agencies.  But  on  the  other  hwid  if  they  don%  this  would  be  <me 
less  employee  in  the  bank. 

Mr.  Daschle.  I  want  to  thank  each  and  everjf  one  of  the  members 
that  came  before  the  committee  this  afternoon.  I  cant  think  of  a  more 
productive  session  and  I  very  deeply  appreciate  your  all  taking  the 
time  and  traveling  to  Aberdeen.  It  certainly  means  a  great  deal  to  me 
Mid  this  information  will  not  only  be  used  by  Ed  and  I,  but  ceitainly 
by  the  other  members  of  the  committee  in  determining  our  actiMi  aa 
the  amraidments  before  us. 

So  I  reiterate  my  thanks  to  you  and  my  appreciation,  and  again,  to 
the  chairman  of  the  committee  for  coining  not  onlv  from  Washington, 
but  from  Tennessee  to  consider  the  views  of  South  Dakotans  on  these 
issues.  Once  again,  thank  you. 

[Whereupon,  at  3 :30  p.m.,  the  subcommittee  hearing  was 
adjourned.]  ,  ,  ,,        _ 

[Additional  material  sutautted  to  the  subcommittee  follows  :J 


ly  Google 


D,g,t,..=  b:,  Google 


.djicnc    1 


DigiNze.  by  Google 


D,g,t,..=  b:,  Google 


can   loid  ptopK  dovn  to   long  th»n  ttticLtn 

H.    ■Did    aur    p.ck.9t    to    our    .Cat.    l.^i.l.tg 
■■>l(t*d   It  -oold  h.lp  cDn>ld>r.blr    in  tp. 

*C*rt.    .tyinq    .inc.    th.    .c.t..    .r.    h.lplng 


ty    for   balplnv 

t    cnlv    to    our   1"* 
■parity   «■    ...k. 


DigiNze.  by  Google 


mr.  Ctainu  and  ■wters  af  tin  subOM^ttM.  I  ■■  Dowld  L.  Ikwniick, 
Praldent  of  Urn  Fadcral   IntwawlUte  Cradit  hnt  of  (kvhi.     Th*  Federal 
InUivaiUta  Cradit  Biak  of  (Mtn  obUlm  lOM  fundi  for  and  prmldK 
lUfwnlilon  t»  tM  40  Pr«*Ktlon  Crodit  AxtocUtlBn  In  the  Eighth  Fan 
Credit  DIttnct  contitlng  of  Iom.  Retreilu.  SonU  MkoU,  inl  Hyolng. 
The  h-oductlon  Credit  taiodetloni  In  the  Eighth  Fii*  Credit  DlitHct    ere 
fenw/renchar  anned  onperatlvei  idildi  cwrently  hiya  over  V.t  billion  In 
lows  to  II.SOO  aoAer  borroMn.     The  txalve  Federal   Intcniedlate  Credit 
Bants  and  the  429  Prnductlon  Credit  Aisodatlons  are  lurt  of  the  Fira  Credit 
Sjntn  together  irltk  tlm  Federal  Land  Bants,  tha  Federal  Land  Beak  fUioclatlom. 
and  the  Bants  for  CoDparetlva.     Iha  Fara  Credit  Systoi  provides  tSO  bllllaa 
or  aiifireiilBately  1/3  of  awr  Htlon'i  total  agricultural  credit.     Thti  Is  done 
entirely  fn  the  true  coo^aretlve  spirit  irithaut  the  use  irf  tax  fundi.     As  a 
representative  of  the  Fara  Credit  Banks  of  Oaahi.  I  appreciate  tlie  opportunftjr 
to  present  our  vloa  concerning  H.R.  47S2,  tlie  Fan  Credit  Act  nainihiiiti   of 
lg79. 

This  legislatloa  repreicMt  the  camanias  effort  of  the  entire  Fara  Credit 
SysbB.    The  Fan  Credit  Ad  IMntents  of  1V9,  H.R.  47BZ.  Is  a  unified 
product  of  the  Fara  Credit  SystiB.    He  urge  passage  of  thli  legislation  at  It 
IMS  Introduced  ao4  also  urge  this  sulnuwlttee  to  use  Its  authority  and  Influence 
tc  prevent  Hentaentt  to  the  legislation. 

It  Is  iBpartint  to  unterstand  the  Fan  Cridit  AcU  AatndMnt  of  1979. 
H.ft.   *7K.  dues  nt  contali  any  prwrlilom  relating  to  tha  Credit  related 
services  Dfferad  by  the  AiioclatlDni  to  Uielr  aobers.     Theie  lervlcn  Inclade 
an  electrmlc  fan  recordkeeping  pregr^  ind  credit  related  Insurance  services. 


„  Google 


Vt  are  nnr*  tote  orgaMutlons  Dish  to  move  tlw  Fan  Credit  Systoi'* 
existing  authority  to  Bike  naUable  Insurance  services  to  ai 

m  Credit  Act  of  1971,  by  awndlng  the 
1979,  H.a.  4782.     iMurarKB  Is  an  Integral 
lated  service*  provided  by  the  Fan  Cred 


as  provided  b)'  Congr 

Fan  Credit  Acts  AmendKnts  of 

and  Ipportant  part  of  the  credit 


It  Is  laportant  to  understand  all  credit  related  services  are  cnvlctely 
optional  to  the  ■■*crs. 

Imunnce  offered  by  a  Far*  Credit  Association  nay  only  be  purchased  by 
■onber  torraueri.     In  the  event  Insurance  Is  required  as  a  loan  condition, 
the  aoMier  has  the  option  to  purchase  such  Insurance  fr<B  any  available 
source.     Me  go  to  considerable  lengths  to  assure  the  optionally. 

The  costs  of  fanlng,  as  In  any  builneis,  have  Increased  draaatlcally  over  ttit 
years.     Prudent  financial  ■anagnient,  applicable  to  business.  Industry. 

all  buiinaii  risks.    In  eualnlng  Insurable  risks,  decisions  lust  be  Bade 
regarding  uKat  ll  the  probability  of  risk,  what  nnint  of  lasses  can  be 
absorbed  by  the  enterprise,  and  idiBt  risks  should  be  Insured.     Production 
Credit  Aiieclatian*  In  the  Eighth  Fan  Credit  District  assist  ■ubtri  with  their 
risk  Mnagcaent  pragrias  by  offering  three  Insurance  prograas. 

The  greatest  threat  to  the  fara  Is  the  Toss  of  the  operator.    Credit  life 
insurance  has  enabled  Bany  operations  to  continue  as  f ail ly'Oimad  units  after 
the  death  of  the  operator,     credit  lire  Insurance  beiwfits  haye  reduced  the 
need  for  the  Insured's  lurvlvon  to  tell  real  or  personal  property  to  Beet  final 
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uptnlel.     The  cradlt  Ilf*  pragrM  provided  fay  Production  Credit  AlMcUtlon 
In  tlM  Eighth  Fan  Credit  District  h»  returned  90  ctnti  of  •very  prialui 
to  ■aAer-bon-OHeri  either  directly  or  Indirectly  over  the  iMt 


Another  threet  li  the  ■■*«r  boirmtr  My  bacw*  dliibled.    Fming  H  the 

■ost  huardous  occupation.     Credit  disablltty  Insurance  prmldn  rundi 
for  replacoMflt  Ubor  and  hosplulliatjon  expenses.    This  coverage  has 
prevented  the  unnecessary  iccwjUtlon  of  addltlonel  debt  to  the  disabled 
iner  or  rancher.     In  I97S,  one  out  of  every  tU  Credit  disability  policies 
sued  by  Production  Credit  Associations  In  the  Eighth  Fan  Credit  DIstHct 
nutted  In  benefits  being  paid  to  Miters. 

The  loss  of  *  crop  resulting  fra>  hati  could  be  catastrophic  to  aeny  farweri. 

This  loss  HOuId  Include  both  production  eipenses  and  potential  profit.     Crop 

t  coverage  provides  protection  against  these  losses.    Last  year,  one  out 

If  every  three  policies  sold  by  Production  Credit  Associations  In  the  Eighth 

redit  District  had  at  least  one  elala. 

surince  progrm  are  beneficial  to  the  ■aefaar  borrmers  of  the  Fara 
Credit  Systn  In  other  Mys.     Insured  lotns  reduce  the  risk  of  losses  to 
the  Fara  Credit  Association  lender.     Reduction  of  loan  losses  reduces  the 
t  of  credit  for  other  aober  borrovers.    No  aeployecs  receive  any  cc^Hilon 
m  nor  1s  their  coapensatlon  based  on  Insurance  sales.    Ttie  Far*  Credit 
Systea  has  strict  regulations,  vigorously  enforced,  concerning  taployce 
coapensatlon  and  the  sale  of  Insurance.    Any  Incoae  frae  truurance  Is  used  to 
defray  part  of  the  Association's  general  operating  enpenses.    Again  this  results 
lover  cost  Of  credit  to  all  aober  borroiiers. 
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I  of  a>erclMi  concerning  the  sale  of 
Iniurance  fmi  sow  outside  the  Fm  Credit  Systoi,  M  have  Investtgited 
those  few  fnsUiices  where  a  forva)  cmplalnt  Ui  been  filed.     After  rlgorou 
investigation  of  each  and  every  cvplalnt,  M  in  the  Eighth  Fan  Credit 
District  are  proud  to  itite  no  charge  has  ever  bnn  5ubst«ntlattd. 


The  Insurance  progrius  offered  by  the  Fane  Credl' 
coapetltton  In  the  insurance  Industry.    National 
Credit  Disability  program  are  undenn-ttten  by  e 
Crap  hail   insurance  is  underwitten  by  twnty-fl' 
prograw  are  in  coapetltlon  with  the  agency  forci 
The  focal  point  of  the  coivctltion  is  servl 
the  desire  and  the  ability  to  provide  excel 
Fan  Credit  Systoa's  insurance  prograas  Is 
enterprit'—th*  backbone  of  the  very  foundi 


SystBi  have  led  to  greater 
',  the  Credit  Life  and 
rven  insurance  carriers. 
>  Insurance  carriers.    These 
:  of  these  saae  carriers. 
'he  Fan  Credit  Systsi  hu  both 
lervice.    Opposition  to  the 
e  spirit  af  fn* 
of  our  country. 


As  stated  previously,  H.R.  4782,  th«  Fara  Credit  A> 
not  contain  any  provisions  regarding  the  credit  related  services  offered  hy 
tie  Fan  Credit  Systv.     There  Is  no  Intent,  either  lapllclt  or  explicit,  to 
expand  the  existing  insurance  service  authority  now  authorized  by  Congress  under 
the  Fane  Credit  Act  of  1971.    Therefore.  I  urge  you  to  preserve  the  authority 
of  the  Fan  Credit  Systoe  to  continue  offering  Insurance  services  to  Miber- 
n  an  optional  basis  by  passing  H.R.  47BZ  irlthsut  aiv  changes  or 


Thank  you  for  the  privilege  of  presenting  testlaony  concerning  the  Fan  Credit 
s  of  1979. 
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I  am  ■  faznwr  fron  Haiahatl  County,  South 
(amad  for  nanT  Teari  and  am  old  •nough  t 
1930a  in  tbli  atata. 


.1  tafca  placa  in  thla  part  of  tha 
cnlng  tha  land  and  soil.   Namr  aerai  of  traaa, 
both  alngla  row  and  mltlpla  row  ■halterbalti  hava  baen 
plantad  in  our  araa.   Uowavar,  many  mora  ara  madad  and 


■•■  naed  to  ba  raplaead. 

da  varlacy  In  tha  land  ta 


land  Is  alDost  perfaactly  level  whd 
and  qulta  hilly.  Soil  varta*  froB 
gunbo.  Dua  to  tha  vide  variety,  a 
sarvatlon  praetlcaa  are  needed  to  i 
water,  for  Instance  on  our  Level  i 
plant  trees,  strlpcrop,  saad  panui 
vater  to  distribute  grazing  to  proi 
the  rolling  or  hilly  land  ue  need  1 
farming,  giaasad  watarvaya,  permani 

t  faal  tha  Agricultural  Consarvatii 

food  Job  to  conserve  our  soil  end  i 
n  the  1930'*.  Hottavar,  I  aUo  fei 
work  left  to  be  dona  If  we  ore  goim 
and  water  for  our  children,  grandchj 


lling 
vary  sandy  to  clay  or 
nunjier  of  different  con- 
:onserva  our  soil  end 


Under  ACF,  tha  farmer  and  „_ 

doing  a  number  of  different  conaervi 
tices  ara  salactad  on  the  county  la\__  _ 
and  tha  program  la  aAilniitered  by  County 
know  tha  conaervaClon  probli —  *-  -'■ - 


County  Itself, 
other  land  is  r 


:  covar.  provide 


(ACF)  has  dona  a  very 
:er  since  its  Inception 

that  there  is  eucti 
I  CO  conserve  enough  soil 
Idren  and  future  generations. 


eal  proElam* 

i:  Coenlttees  nho 


Money  allocated  to  fund  ACF  has  remained  at  approzlmaCely 
the  some  level  for  the  past  number  of  years.   Since  the  cost 
of  everything  Including  doing  conservation  work  hes  rlaan 
very  substantially,  I  feel  that  there  must  be  more  money 
allocated  for  this  program  or  there  may  not  ba  anough  aoil 
left  to  feed  our  future  generations. 
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Stateheut  of  a.  C.  BurrinQTon  oir  Bbhalf  or  tHS  Fedekai.  L&kd  Bank 

OF  Omaha.  Fbdbbal  Intsbueoiatk  Crsdit  Bark  of  Ouaha,  and  Pbodcc- 

TioN  GaEDiT  Absociaiioks,  £iorth  Diamcr  or  tbx  Faui  Csekt  Stsibu 
Hbadqoabibbxd  IK  Omaha,  Nebb. 

Mr.  Chairman  and  members  of  the  Committee.  My  name  is  A.  G.  Bnfflngton. 
I  am  President  of  Tbe  Federal  Laud  Banlc  of  Omaha,  Omaha,  N^raaka.  The 
Federal  l«iid  Bank  of  Omaha  eeires  fammaaiid  ranchers  In  the  four  states  of 
Iowa,  Nebraska,  South  Dakota,  and  Wj<aaing.  The  Bank  preaentl;  has,  through 
Its  39  Federal  Land  Bank  AssodaUons,  64,000  loans  with  ^6  bllUon  outstanding. 

I  would  like  to  discuss  two  portions  of  HR-1782  that  would  Impact  on  the 
Federal  I,Bnd  Banks  and  Production  Credit  Associations. 

The  first  ameudmeat  I  wish  to  speak  to  deals  with  loan  partlcl]>atloa  This 
amendment  would  authorise  Institutions  of  the  Farm  Credit  System  to  Invest 
and/or  participate  In  loans  with  other  lenders,  both  Inside  or  outside  the  Farm 
Credit  System.  For  Instance,  the  Land  Banks  are  not  presently  authorized  to 
invest  or  participate  In  first  mortgage  real  estate  loans  with  commercial  banks 
or  with  other  Farm  Credit  System  units  (the  Federal  Intermediate  Credit  Banks, 
Production  Credit  AsBOdatlouB,  or  the  Bank  for  Cooperatives ).  If  the  Land 
Banks  were  authorized  by  the  enactment  of  this  legislation  to  Invest  and/or 
participate  with  other  lenders,  we  could  better  serve  those  people  who  already 
have  a  working  relationship  established  with  commercial  lenders  or  the  other 
Farm  Credit  units  but  Where  the  current  lender  has  an  inability  (loan  limits, 
lending  fund  avallebillty,  etc.)  to  serve  the  full  needs  of  the  borrower. 

If  thlB  authorisation  were  given  to  the  Land  Banks,  our  System  would  be 
able  to  ofFer  a  service  that  at  times  Is  badly  needed  in  many  parts  of  the  Eighth 
Farm  Credit  District.  Tbe  Eighth  Farm  Credit  District,  coiiq>osed  of  Iowa, 
Nebraska,  South  Dakota,  and  Wyoming,  has  many  email  rural  banks.  Many  of 
these  banks  often  find  themselves  faced  with  credit  overllnes  on  borrowers  or, 
as  tkappened  several  years  ago.  a  severe  credit  cnmch  developed  wblcb  limited 
the  amount  of  credit  available.  The;  often  And  ft  Inconvenient  to  work  with 
correspondent  banks.  Our  local  Associations  would  be  better  able  to  work  with 
these  local  commercial  banks,  Production  Credit  Associations,  and/or  other 
lenders,  to  better  serve  farmers  and  ranchers. 

Further,  capital  requirements  for  such  farmers  as  beginning  farmers  and 
operators  experiencing  adversity,  often  are  at  a  level  where  the  success  prob- 
ability Is  heavily  dependent  on  a  carefully  designed  credit  package — a  credit 
package  requiring  the  utmost  in  coordination  and  communications  between  the 
lenders  Involved  and  the  farmer  being  financed.  A  strong  working  relationship 
In  such  cases  certainly  adds  to  the  benefit  of  the  farmer.  We  feel  that  loan 
participation  will  contribute  to  the  further  enhancement  of  this  relattonehip. 

This  service  has  been  authorized  for  the  Federal  Intermediate  Credtl  Bank/ 
Production  Credit  Association  system  and  has  proved  to  be  successful  for  them 
and  has  been  well  accepted  by  other  local  lenders. 

I  would  certainly  encourage  your  support  of  this  needed  amendment  to  assist 
In  the  alleviation  of  any  credit  dlfflcultleB  developing  in  rural  America. 

The  second  part  of  my  testimony  Is  In  connecttoB  with  tbe  ameDdlneut  that 
would  permit  "Production  Credit  Aseodatlona  to  issue  partlclpatloii  certlflcates." 
Under  Part  B,  Section  2.15(a}  of  the  Farm  Credit  Act  of  1971,  "Bach  Produc- 
tion Credit  Association  .  .  .  may  make,  guarantee,  or  partlclpata  with  other 
lenders  In  short-  and  Intermediate-term  loans  and  other  similar  assistance  .  .  ." 
Further,  Part  B,  Section  2.13<e)  recites  that  "Participation  certificates  may  be 
Issued  to  persons  eligible  to  harrow  from  the  association  to  whom  voting  stock 
is  not  to  be  Issued."  and  Section  2.18  (f )  of  the  Act  required  that  "Each  borrower 
from  the  association  stiall  be  required  to  own  at  the  time  the  loan  is  made  voting 
stock  or  participation  certificates  as  provided  In  the  bylaws  of  the  associa- 
tion ,  .  ."  The  standard  bylaws  of  Production  Credit  Associations  reqnlre  the 
purchase  by  and  issue  of  participation  certificates  to  borrowers  in  whose  loans 
it  partidpstes. 

Since  the  passage  of  the  Farm  Credit  Act  of  1071,  a  number  of  Production 
Credit  Associations  have  provided  a  source  of  funds  to  local  commercial  banks 
by  paiticlpating  In  eligible  agricultural  loans  of  farmers  and  ranchers  made  by 
such  commercial  banks.  As  of  June  30,  1979,  ten  Production  Credit  Associstions 
In  the  Farm  Crenllt  System  had  171  such  partidpatlott  loans  with  conunerdal 
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baohs  for  a  total  of  ^,721,466.  This  has  provided  those  local  banks  the  capa- 
bility to  service  farmer  and  rancher  loans  beyond  their  loan  limits,  or  provided 
financial  relief  where  the  banks'  loan-to-deposit  ratios  were  considered  too  high. 
We  believe  tbls  source  at  fnnds  to  the  conunerdel  banks  has  beoi  of  eondder- 
able  benefit  to  them,  and  in  many  cases  has  enabled  the  fanner  or  rancher 
borrower  to  retain  hla  local  source  of  credit  according  to  his  needs  rather  tban 
being  flnanced  on  a  restrictive  basis. 

Because  the  current  law.  as  recited  In  Part  B,  Section  2.18(f),  leqniree  that 
each  borrower  own  "participation  certlflcatee"  as  evidence  of  ownership  In  the 
capital  of  the  Production  Credit  Association,  some  banks  are  hesitant,  or  do 
not  enter  into  loan  participation  agreements  wltb  Production  Credit  Aasoeiatltms 
even  though  It  may  be  of  benefit  to  their  borrower  and  thtir  operation  In  gen- 
eral. The  reason  for  this  Is  that  they  do  not  wish  to  make  the  purchase  require- 
ment of  their  borrower,  or  if  the  bank  makes  the  purchase  to  support  t  par- 
ticipation loan  it  must  be  recorded  In  the  borrower's  name  on  the  books  of  the 
Association  and  as  a  result  the  bank  loses  control  of  the  asset.  Including  any 
dividends  that  may  be  declared  on  such  participation  certlflcatea. 

It  Is  our  opinion  that  the  Farm  Credit  Amendments  of  l&TB,  which  would 
amend  Section  2.13(e)  of  the  Farm  Credit  Act  to  authorize  PCAs  to  issue  par- 
ticipation certificates  to  commercial  banks  and  other  lenders,  would  facilitate 
participation  programs.  By  permitting  the  direct  lender-to-lender  relationship, 
we  believe  a  greater  Interest  by  commercial  banks  and  other  tenders  would  be 
taken  and  as  a  result  farmers  and  ranchers  would  bave  additional  assurance  of 
an  adequate  source  of  fnnds  through  their  local  banks.  We  believe  this  amend- 
ment is  a  poaitlve  addition  to  Che  Farm  Credit  Act. 

I  strongly  encourage  your  support  of  these  efforts  to  provide  a  more  progrea- 
alve  Farm  Credit  System  for  agriculture  through  HR-4782. 

Hr.  Chairman,  this  concludes  my  testimony. 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  James  D.  Hendry.  Vice 
Chairman  of  the  Board  of  Directors,  Farm  Credit  Banks  of  Omaha.  The  three 
Banks  (the  Federal  Intermediate  Credit  Bank,  the  Federal  Land  Bank,  and  the 
Bank  for  Cooperatives)  along  with  Production  Credit  ABSoclatlonB  and  Federal 
Land  Bank  Associations,  have  approximately  $6  billion  in  loans  outstanding  to 
farmers  and  ranchers  in  Iowa,  Ncbraslca.  South  Dakota,  and  Wy<Hnlng.  The 
Banks  and  Associations  in  this  District  loan  about  one  third  of  the  total  agri- 
cultural credit  In  our  territory.  I  appreciate  this  opportunity  to  present  the 
Bank's  views  concerning  HR  4782,  the  Farm  Credit  Act  Amendments  of  1979. 

I  wonld  like  to  comment  on  six  specific  issues  that  are  addressed  in  the  pro- 
posed ameudmentH.  Those  six  issues  and  my  thoughts  relating  to  them  are : 

1.  Authorize  the  Federal  Farm  Credit  Board  to  set  the  salaries  of  the  Farm 
Credit  Administration's  (FCA's)  Governor  and  Deputy  Qovemors  within  the 
limits  of  the  Executive  Schedule. 

This  proposal  Is  designed  to  better  enable  the  Agency  to  attract  and  retain  an 
executive  staff  of  the  caliber  required  to  carry  out  Its  mission.  An  upper  limit  on 
the  salaries  of  FCA's  executive  staff  would  be  retained  since  the  Federal  Board 
would  be  prohibited  from  setting  a  salary  above  the  maximum  rate  of  basic  pay 
In  the  Executive  Schedule.  This  proposal,  as  well  as  all  other  FCA  employee 
proposals,  would  entail  no  cost  to  the  U.S.  Treasury,  since  the  expenses  of  the 
Ageacy  are  paid  by  the  System's  borrowers  rather  than  by  U.S.  taxpayers. 

2.  Authorise  FCA  to  set  up  its.  own  salary  and  classification  system  for  em- 
ployees below  the  Deputy  Governor  level,  subject  to  the  ceiling  of  the  General 
Schedule. 

This  would  entail  removing  FCA  employees  from  the  classification  require- 
ments of  the  Office  of  Personnel  Management,  but  would  continue  the  celling  of 
the  General  Schedule.  The  purpose  of  the  proposal  is  to  facilitate  placement  of 
qualified  candidates  and  to  provide  flexibility  by  making  FCA  salaries  com- 
petitive  with  those  in  the  Farm  Credit  System. 

3.  Authorize  FCA  to  establish  Its  own  qualification  requirements  for  positions 
in  the  Agency. 
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Tills  would  entail  ezemptiag  FCA  employees  from  competitive  examining  re- 
(julrements  of  Office  of  Personnel  Management.  A  principal  benefit  of  the  pro- 
posal TCOuld  be  tu  speed  up  FCA's  recruitment  process. 

4.  Exempt  FCA  from  Federal  travel,  procurement,  and  property  regulations. 
The  objective  of  tbis  proposal  U  to  establisb  operations  of  tbe  Agency  on  the 

basiB  of  good  business  practices  without  the  constraints  of  detailed  procedures 
Imposed  by  current  Federal  regulations. 

5.  Allow  improved  portability  of  employees  between  the  Farm  Credit  System 
and  FCA. 

Specifically,  the  proposal  would  allow  for  portability  of  sick  leave  and  retire- 
ment between  Farm  Credit  System  District  retirement  plans  and  the  Civil  Service 
Retirement  system.  This  could  be  accomplished  by  providing  credit  for  all  years 
of  service  under  Civil  Service  for  both  annuity  calculations  and  vesting.  My 
personal  experience  leads  me  to  believe  that  the  Agency  and  the  System  benefit 
when  employees  can  move  from  the  Held  to  Washington  and  vice  versa. 

6.  Increase  the  Federal  Board  per  diem  to  the  daily  equivalent  of  the  rate 
prescribed  for  grade  OS-IS. 

The  current  per  diem  of  JlOO  per  day  was  established  In  August  1966.  At  that 
time,  tbis  amount  was  roughly  equivalent  to  the  daily  rate  payable  to  a  G8-18. 
Hence,  this  proposal  would  simply  bring  Federal  Board  per  diem  compensation 
Into  line  with  the  current  rate  of  compensation  for  0S-18s. 

In  summary,  these  sis  Items  In  HR  4T82.  the  Farm  Credit  Act  Amendments  of 
1979,  would  delegate  to  the  Federal  Farm  Credit  Board  the  authority  to  set, 
within  certain  limits,  the  salaries  of  the  Governor  and  Deputy  Governors  of  FCA. 
FCA  would  also  be  authorized  to  manage  salaries  below  the  Deputy  Governor 
level,  employee  qualification  requirements,  as  well  as  travel,  procurement,  and 
property  policies.  The  bill  would  also  provide  for  improved  portability  of  sick 
leave  and  retirement  benefits  between  the  Banks  and  Associations  of  the  System 
and  FCA. 

Having  been  a  director  of  the  Banks  for  IT  years  and  a  full  time  rancher  longer 
than  that.  I  understand  tbe  delicate  balance  that  must  be  maintained  in  salary 
and  benefit  administration  between  being  competitive  in  tbe  marketplace  and 
controlling  operating  costs.  I  believe  tbis  System  has  demonstrated  Its  capacity 
to  manage  Its  own  affairs  and  that  further  delegation  is  logical  and  appropriate. 
The  Omaba  Banks  are  grateful  for  the  opportunity  to  express  its  views  before 
this  Subcommittee.  Thank  you. 
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FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AMENDMENTS 


THVBSDAT,  OCTOBXB  *,  1079 

HODBZ    as    RggREBEWTATIYEB) 
SuBOOMMnTKB  ON  CoNaZBVATION  AND  CbSDIT 

or  THX  CoicMnTBE  ON  Agbiuultuhb, 

Manphit,  Term. 

Tha  8abcmiuiiitt«e  met,  poisusnt  to  notice,  at  9 :80  a.m.,  in  nxim  984, 
U.S.  Federal  Building  and  Courthouse,  Memphis,  Tenn.,  Hon.  Ed 
J<me8,  (chairman  of  the  subcommittee) ,  preaidiii^. 

Present :  Representative  Madigan. 

Staff  present :  Robert  A.  Cashdollar  and  Frank  Winstm. 

Mr.  Jones  of  Tennessee,  Ladies  and  gentlemen,  we  would  call  this 
meeting  to  order. 

Before  we  hear  the  fiiBt  witness^  I'd  like  to  li^  out  the  ground  rulea 
f(M*  the  hearing  and  say  to  each  witness  who  is  here  that  we  do  appre- 
ciate very  mucn  the  fact  that  you  have  glared  the  time  to  come  for  the 
purpose  of  talking  about  die  farm  credit,  conservation  and/<w  bot 
other  thing  that  you  want  to  talk  about  as  far  as  agriculture  is 
concerned. 

I'd  like  to  tell  you,  in  case  you  d<Hi't  know,  that  I  am  Congreasnuui 
Ed  Jones.  I  represent  the  Seventh  District  of  Tennessee.  We  are  not 
Id  ii  right  now  but  we  are  close  to  it.  I  start  at  the  Wolfe  River  and  go 
north. 

We've  had  2  days  of  hearings  this  week.  We  were  in  HutchinscHi, 
Kans.,  on  Tuesday,  and  then  ywterday  we  were  in  Aberdeen,  S.  Dak. 

We  have  2  daj^  of  hearings  here  in  Memphis,  and  we  do  want  each 
member  to  t&ke  whatever  tune  neceesaiy  for  you  to  say  what  you 
want  to  do. 

At  the  same  time,  Vd  like  to  say  to  you  that  we'd  like  for  you  to  be 
as  brief  as  possible.  We  have  a  long  witness  list. 

If  you  have  a  written  report  that  you  want  to  summarize,  that's  per- 
fectly all  right,  because  the  recorder  will  be  instructed  to  pnt  all  of 
your  testimony  in  the  record  regardless  of  how  you  handle  it. 

As  you  approach  the  podium,  if  it  is  a  written  statement  and  we  do 
not  have  a  copy  of  it,  I'd  like  you  to  cive  it  to  one  of  the  staff  members 
here  on  my  left,  Kelly  Sharbel,  my  legislative  assistant,  or  Bcrfi  Cash- 
dollar,  &  ^ff  assistant  of  the  Conservation  and  Credit  Subcommittee 

Both  are  Tennesseans  well  informed  where  agricultural  and  farm 
problems  are  concerned. 

Later  today,  at  least  by  noon,  the  ranking  minority  member  of 
the  Conservation  and  Credit  Subcommittee  will  be  here  to  join  us. 
Congressman  Ed  Madigan  of  Illinois.  He  is  a  very  able  member,  very 
cooperative,  and  a  hard  worker. 

<2W) 
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The  reason  he's  out  here  this  morning  is  because  he  got  in  late  last 
night.  He  has  been  to  Canada  making  a  speech  to  some  of  the  peo- 
ple who  are  interested  in  the  same  legislation  that  we're  going  to  be 
lulking  about  here. 

Our  hrst  witness  this  morning  is  a  great  friend  of  mine.  In  fact,  he 
went  to  the  Congress  about  3  monti^  before  I  did  because  he  went 
in  the  general  election  and  I  picked  up  3  mouths  later  in  a  special 
election  here  in  my  district. 

Congressman  lliil  .\Jesander  i-epresents  the  First  District  of  Ar- 
kansas, just  across  the  river. 

Congressman  Alexander  is  a  very  able  member  of  the  Appropria- 
tioas  Committee,  which,  as  many  of  you  know,  Congressman  Jamie 
^Vhitten  chairs. 

Bill's  on  that  committee  and  the  subcommittee  for  agricultural  ap- 
propriations, the  subcommittee  that  we  all  look  forward  to  after  we 
pass  legislation,  because  that's  whei'e  the  money  comes  from. 

When  I  first  went  to  Washington,  Bill  was  a  member  of  the  legisla- 
tive Agriculture  Conunittee,  of  which  I'm  a  member  now.  He  moved 
over  to  appropriations  and  has  represented  our  area  and  all  other  areas 
real  well. 

He's  also  a  member  of  the  President's  Export  Council.  He  has  con- 
tributed much  to  this  cause  and  this  problem  that  we  have  witii 
exports. 

He's  also  on  the  President's  Advisory  Committee  for  export  trade, 
or  he's  called  on  frequently  to  be  consulted  in  that  regard. 

And  then  he's  a  member  of  the  Executive  Committ^  of  the  Con- 
gressional Eecord  Caucus.  He  helped  to  organize  it  when  we  first 
went  there,  and  is  also  a  member  of  the  House  Export  Task  Force, 
which  coordinates  our  agricultural  exports. 

Bill,  it's  delightful  to  have  you.  I  appreciate  the  fact  that  you've 
taken  the  time  to  come  over  here,  and  when  you  have  finished,  if  I 
have  aiw  q^uestions  I  want  to  ask  you,  I'll  do  so,  because  I  know  your 
time  is  limited. 

STATEHENT  OP  HON.  BILL  ALEZANSEH,  A  EEFSESEBTATIVE  II 
COVOSESS  mOM  THE  STATE  OF  AttTTATraAfi 

Mr.  Alexander.  Thank  you  very  much,  Mr.  Chairman,  and  ladies 
and  gentlemen. 

It^  not  a  rare  experience  for  me  to  c<Hne  to  Memphis.  In  fact,  I 
have  appeared  many  times  before  t^at  bench  behind  which  you  at  as 
an  attorney  in  the  I<ederal  court  in  the  Western  District  of  'Tenneesee, 
and  this  lectern  looks  very  familiar  to  me  as  one  that  used  to  be  in  the 
old  courthouse  down  on  Front  Street. 

It's  a  pleasure  to  be  here  this  moming  representing  the  fanners  of 
America  and  the  farmers  of  Arkansas,  which  constitute  the  most  effi- 
cient and  most  productive  economic  segment  of  our  society. 

I  would  add  by  way  of  explanatitm  to  those  who  are  here  that  are 
not  familiar  with  the  process  that  you  are  undertaking  this  morning, 
Mr.  Chairmui,  that  it  is  unusual  for  a  chairman  of  a  subcommittee  cm 
agricultural  credit  to  conduct  hearings  throughout  t^iis  country.  It  is 
a  departure  from  the  ctmventional  wisdom  which  prevailed  when  yon 
and  I  first  went  to  CfMigress. 
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As  we  recall^  we  argued  agftinst  this  so-called  wisdom  because  we 
feel  that  it  is  important  for  Congress  to  take  its  case  to  the  people 
rather  than  the  people  taking  its  case  to  Congress.  It  looks  like  we 
have  prevailed  and  yon  are  here,  and  I  am  glad  to  appear  before  you. 
I  congratulate  the  initiative  that  you  have  tasen  to  appear  all  through- 
out this  country  in  order  to  give  every  fanner  who  has  a  desire  to 
appear  before  your  committee  the  opportunity  to  do  so. 

It's  not  everyone  who  can  afford  to  spend  $500  too  $1,000  to  travel 
to  Washington,  make  the  arrangements  that  are  necessary  and  be 
away  from  their  farm,  ranch  orTiusiness  and  take  that  time  out  of 
their  production  in  order  to  travel  to  Washington. 

I  urge  you  to  continue,  and  if  you  have  any  problems  in  funding 
these  trips  before  the  Appropriations  Committee,  you  know  who  to 
see. 

I  appreciate,  also,  the  opportunity  just  to  be  here  today  to  address 
this  subject  of  agricultural  credit.  It  is  rec^nized  throughout  Con- 
gress that  it  was  through  your  efforts,  Mr.  Qiairman,  that  Congress 
revised  the  outdated  lending  policies  and  practices  of  the  Farmers 
HcMne  Administration  during  the  95th  Congre^. 

I  am  grateful  for  your  conducting  these  hearings  and  I  am  grateful 
for  the  additional  initiative  that  you  have  taken  in  order  to  review  the 
farm  credit  policies  in  the  United  States. 

While  the  Farm  Credit  Act  of  1971  has  served  us  well,  it  is  conspicu- 
ously obvious  that  changing  economic  realities  dictate  that  it  is  time 
that  some  adjustments  and  refinements  in  the  law  be  made. 

Just  as  Congress  recognized  the  need  in  the  last  Congress  to  liberalize 
the  credit  programs  of  the  Farmers  Home  Administration,  these 
amendments  are  necessary  if  the  largest  lender  to  American  agricul- 
ture, the  Farm  Credit  System,  is  to  keep  pace  with  the  growing  credit 
needs  of  fanners,  ranchers,  and  their  cooperatives. 

I  hope  at  the  conclusion  that  we  will  have  an  opportunity  to  go  into 
the  pteture  of  the  Farm  Credit  Administration  as  it  approaches 
changes  within  its  system,  because  I  think  that's  important  to  address. 

While  I  am  in  support  of  the  basic  thrust  of  this  legislation,  I  do 
want  to  address  several  issues  of  continuing  interest  and  concern  to  me 
and  to  the  people  of  Arkansas  whom  I  directly  represent. 

I  am  pleased  that  the  Farm  Credit  System  has  recognized  the  sap- 
portive  role  it  can  play  in  terms  of  export  promotion.  Provisions  m 
H.R.  4782,  the  Farm  Credit  Act  Amendments  of  1979,  which  would 
authorize  the  Bank  for  Cooperatives  to  finance  agricultural  export 
transactions  in  which  TT.S.  cooperatives  are  a  primary  beneficiary  is 
certainly  necessary. 

As  you  mentined  before,  I  am  a  member  of  the  President's  Rzport 
Council.  One  of  the  matters  that  we  are  considering  at  this  moment  is 
how  to  accelerate  farm  exports  from  the  United  States  into  forei^ 
commerce.  One  of  the  primary  obstacles  that  we  have  to  overcome  is 
how  to  finance  large  sales  among  farmers  to  foreign  consumers ;  and 
T  believe  that  the  Farm  Credit  Administration  must  accommodate  ihis 
need ;  and  it  is  through  this  effort  that  yon  are  conducting  today  that  a 
credit  policy  will  be  formulated  which  I  hope  we  as  a  member  of  the 
President's  Export  Council  -Sill  have  an  opportunity  to  review  with 
you.  I  am  certain  that  we  can  join  hands  together  in  support  of  your 
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recommendations  to  accommodate  the  farm  credit  needs  in  order  to 
accelerate  exports  into  foreign  commerce. 

As  chaiiman  of  the  House  Export  Task  Force,  comprised  of  House 
Members  wlio  share  the  view  that  the  direct  export  potential  of  this 
Nation's  producers  has  largely  gone  untapped,  1  commend  this  focus. 
I  believe  it  will  fill  a  void  of  providing  the  medium  and  small  farming 
operation  with  the  opportunity  to  break  into  the  export  market. 

As  I  understand  the  provisions,  the  BC's  would  be  equipped  to 
offer  several  basic  hnancial  services  to  cooperatives  to  facilitate  inter- 
national trade.  These  include  authority  to  make  deposits  in  foreign 
banks,  to  receive  and  hold  credit  balances  from  banks  and  borrowers, 
buy  and  sell  bank  acceptances,  buy  time  drafts  payable  by  foreign 
buyers  of  farm  products,  take  part  in  currency  exchange  and  make 
loans  to  facilitate  transactions  of  borrowing  cooperatives. 

Such  authority  will  yield,  I  believe,  a  gi-eater  share  of  farm  product 
export  business  for  cooperatives,  with  farmer  members,  in  turn,  the 
chief  beneficiaries.  I  think  it  will  make  farmers  money  if  we  put  the 
Farm  Credit  Administration  into  financing  exports  in  foreign  trade. 

Another  provision  of  the  proposed  amendments  that  simiificantly 
affects  the  people  in  Arkansas  that  I  represent  is  the  clarmcation  of 
the  impact  that  State  interest  rate  ceiling  have  on  the  Farm  Credit 
System  loans.  Arkansas  is  presently  the  only  remaining  State  with  a 
rigid  constitutional  usury  ceiling,  10  percent  on  all  types  of  loans. 

In  view  of  the  rising  interest  rates,  which  I  understand  are  about 
1214  percent  for  primate  rate  at  the  present  time,  the  Arkansas  con- 
^ssional  delegation  introduced  legislation,  which  the  House  has 
since  adopted,  to  give  temporary  relief  from  our  rigid  interest  rate 
limitation. 

This  relief  would  be  in  effect  until  the  Arkansas  voters  have  an 
opportunity  to  address  the  proposal  of  the  Constitutional  Convention 
during  the  general  election  of  1980. 

The  bill  approved  by  the  House  exempts  from  the  State  ceiling, 
business  and  agricultural  loans  of  $25,000  or  more  and  allows  the 
charging  of  interest  on  these  types  of  loans  at  not  more  than  5  percent 
above  the  Federal  discount  rate. 

The  legislation  we  offered  extends  the  exemption  to  production 
credit  associations  and  Federal  land  banks,  as  well. 

You  will  recall  when  this  kind  of  legislation  was  adopted  some  years 
ago,  the  Farm  Credit  System  was  omitted  from  the  law,  which  per- 
mitted banks  to  charge  more  than  the  usury  laws  in  various  States  up 
to  5  percentage  points  above  the  Federal  discount  rate. 

The  PCA's  and  the  Federal  land  banks  have  been  included  in  this 
legislation  at  your  insistence  and  at  my  insistence. 

The  provision  in  H.R.  4782  which  makes  it  clear  that  lending  by  the 
Farm  Credit  System  is  not  governed  by  State-imposed  usury  laws  will 
permanently  settle,  this  dilemma  that  States  like  Arkansas  face,  par- 
ticularlv  in  tight  money  periods. 

Gentlemen  of  the  committee,  there  are  two  additional  areas  not  spe- 
cifically covered  in  the  proposed  amendments  which  I  hope  the  sub- 
committee will  address. 

The  first  deals  with  the  issue  of  the  repayment  period  on  PCA  loans. 
As  I  understand  the  current  law  In  this  regard,  the  general  loan  repay- 
ment period  on  PCA  capital  equipment  loans  is  7  years,  with  a  provi- 
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sion  for  extending  that  an  additional  3  years  if  the  need  is  warranted. 

It  occurs  to  me  that  a  10-year  repayment  period  might  be  beneficial 
to  the  farmer  in  these  inflationary  times  whereby  his  annual  payment 
would  be  smaller. 

I  would  hope  that  the  subcommittee  will  seek  from  the  Farm  Credit 
Administration  statistical  data  showing  the  frequency  with  which  the 
mechanism  for  extending  the  loan  repayment  period  under  current 
law  has  been  utilized. 

I  think  the  Congress  needs  such  data  to  determine  if  the  loan  repay- 
ment periods  are  realistic  and  appropriate  for  current  economic 
conditions. 

Second,  I  would  hope  that  the  subcommittee  would  give  attention 
to  clarification  of  the  congressional  intent  with  regard  to  the  insurance 
activity  that  the  Farm  Credit  System  should  be  en^ged. 

While  I  can  see  the  need  for  insurance  activity  in  regions  where 
private  insurance  companies  cannot  adequately  serve  producers,  or  in 
areas  where  private  insurance  companies  may  have  been  out  of  line 
with  reference  to  the  premiums  that  they  charge  farmers  and  thereby 
need  some  competition,  as  we  all  do,  I  question  whether  the  Congress 
intended  that  PCA's  and  land  banks  get  into  the  insurance  business  in 
competition  with  local  insurance  agencies  and  companies  if  those  pri- 
vate agencies  and  companies  are  providing  adequate  service  to  the  farm 
community  in  those  instances. 

Gentlemen  of  the  committee,  again  I  thank  you  for  the  opportunity 
for  being  here  today.  The  chairman  knows  that  he  has  my  support  in 
these  legislative  efforts  and  he  knows  that  I  shall  certainly  do  my  part 
when  the  Agi-icultural  Appropriations  Subcommittee  considers  the 
funding  needs  for  the  programs  over  which  this  subcommittee  has 
oversight. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Congressman  Bill 
Alexander,  and  since  you  started,  my  good  friend  and  colleague  on  this 
subcommittee  as  well  as  the  Congress  has  arrived.  Congressman  Ed 
Madigan  of  Illinois,  the  ranking  member  on  the  sulKommittee. 

Bill,  if  you  will  permit  me,  oefore  we  ask  you  any  questions  I'm 
going  to  yield  to  Ed  Madigan  for  any  statement  that  he  might  want  to 
make. 

Mr.  Madioax.  Mr,  Chairman,  I  do  not  have  any  statement  to  make. 
I  do  have  to  observe  that  as  I  walked  in  the  bank  of  the  room,  I  heard 
this  voice  and  I  said,  "Gosh,  that  sounds  like  Bill  Alexander,  but  we're 
not  in  Arkansas,  so  it  couldn't  be  Bill  Alexander." 

I  do  want  to  acknowledge,  Mr.  Chairman,  that  Bill  Alexander,  while 
he  was  on  our  Agriculture  Committee,  was  certainly  a  very  effective 
leader  fhere;  and  since  he's  been  on  the  Appropriations  Committee, 
he  has  been  extremely  helpful  to  us.  We  appreciate  your  continuing 
interest  in  agricultural  problems  in  the  United  States  and  appreciate 
your  being  here  this  morning, 

Mr,  Alexandfr.  Thank  you,  Ed. 

Mr.  JoxES  of  Tennessee,  T^t  me  say  that  I'm  very  grateful  to  Ed 
Madigan  for  making  the  effort  to  get  down  here  on  this  Week  that  we're 
not  in  Washington.  He  has  been  helpful  to  me  personally  in  all  the 
lesislation  that  our  subcommittee  has  brought  forth  since  the  95th 
Congress  when  I  became  chairman  and  he  became  the  ranking  member. 
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Bill,  I  know  your  time  is  important  and  you've  got  to  get  back  to 
some  other  places.  I  want  to  emphasize  the  fact  that  you  do  support 
the  export  provisions  contained  in  H.R.  4782  which  would  finance 
co-ops  and/or  any  other  groups  that  would  qualify,  and  that  you  do 
want  the  repayment  period  for  PCA's,  their  loans,  extended  for  a 
longer  period  of  time. 

Mr.  Alexander.  Mr.  phairman,  I  think  it's  unrealistic  under  pres- 
ent circumstances  to  require  the  farmers  of  America  to  conform  to  a 
different  pay  period  than  other  institutions  reauire  of  their  customers. 

We  hare  to  deal  with  the  real  world.  Tne  real  world  requires 
credit  for  a.  period  of  time  up  to  10  years  to  repay  some  of  these 
equipment  loans  and  some  of  these  farm  credit  loans,  and  I  tJiink 
that  we  must  increase  that  period  to  10  years  in  order  to  give  the 
farmer  the  opportunity  which  is  equal  to  other  business  people. 

Also,  I  don't  think  it's  fair  to  impose  a  different  standard  on  the 
production  credit  associations,  because  they  are  in  effect  in  compe- 
tition with  commercial  banks,  and  I  think  that  what's  sauoe  for  tW 
goose  is  sauce  for  the  gander. 

Mr.  JoxES  of  Tennessee.  Very  good,  and  then  on  the  insurance 
activity  that  some  of  the  FLB's  and  bank  co-ops  and  PCA's  have  been 
practicing,  primarily  the  PCA's,  I  believe  you  stated  that  you  are 
m  opposition. 

jfr.  Alexaxder.  Well,  I  feel  this  way  about  it.  I  think  if  private 
business  is  not  furnishing  the  service  to  farmers  that  they  need  at 
competitive  prices,  that  we  should  allow  the  Farm  Credit  system  to 
provide  that  service;  but  where  the  private  insurance  industry  is 
providing  the  service  at  competitive  rates,  I  feel  that  the  PCA's  and 
Federal  Land  Banks  can  better  utilize  their  time  and  talents  in  serv- 
ing needs  that  are  more  directly  related  to  agriculture  than  the  insur- 
ance business. 

It's  not  that  I've  been  pressured  by  the  insurance  industry  or  any- 
think  like  that.  I  used  to  represent  a  PCA  over  in  Arkansas  and  I 
learned  a  lot  about  the  business.  I  do  know  that  there  was  considerable 
interest  in  the  farm  credit  community,  and  I  don't  restrict  that  to 
Arkansas,  but  the  farm  credit  community  at  large,  to  diversify  the 
business  of  farm  credit.  That  interest  varied  as  to  its  root  causes. 
Some  thought  it  should  be  done  simply  because  the  commercial  banks 
were  doing  it. 

Back  15  years  ago  when  I  was  representing  farm  credit  lenders, 
there  was  a  oig  movement  in  the  bankmg  community  to  go  in  the  real 
estate  business,  go  in  the  insurance  business,  go  in  the  travel  agency 
business,  and  all  that  sort  of  thing. 

Well,  many  States  have  curtailed  these  operations  and  they  re- 
quired the  banlffl  to  get  out  of  the  travel  business,  to  grt  out  of  the  real 
^ate  business  and  so  on. 

So  I  think  we've  been  through  that  cycle  and  we  have  learned 
from  that  that  lenders  can  best  serve  their  customers  by  lending, 
rather  than  providing  collateral  services  that  can  be  provided  by 
other  industries. 

Mr.  JoxEg  of  Tennessee.  Thank  you  very  much,  Bill.  We  face  this 

Sroblem  and  we  do  imderstand  fairly  clearly  that  what  the  FCA's 
0  want.  Yet  on  the  other  hand,  as  a  member  of  the  Conference  Com- 
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niittee  in  1971  when  we  updated  the  Farm  Credit  Act,  I  thought 
tliat  we  made  it  fairly  plain  in  the  report  language  what  we  meant 
about  participation  as  far  as  insurance  is  concerned. 

I  must  admit  that  both  myself  and  Ed  Madigan  and  others  of 
the  subcommittee  have  had  sessions  with  the  FCA  about  this,  the 
Governor  and  some  of  the  board,  and  we  look  upon  it  as  another 
profeasioD  that  needs  to  be  covered  by  people  other  than  the  lending 
institutions. 

Mr.  Ai^xANDER.  I  felt  that  you  would  agree  with  this  view  that 
I  have.  We  rarely  disagree  on  many  things.  But  there  is  strong  resist- 
ance within  the  farm  credit  community  toward  getting  out  of  the  in- 
surance business. 

After  all,  they've  got  people  who  know  that,  who  have  developed 
expertise  in  those  areas,  and  they  have  got  staff  in  supporting  roles 
of  those  people,  they've  invested  money  and  time  and  that  sort  ofchine, 
and  it's  hard  to  separate  people  from  habits  that  they  have  develops 
without  strong  leadership. 

I  am  suggesting  to  the  committee  that  I  believe  that  a  stronger, 
firmer  instruction  to  the  Farm  Credit  Administration  is  warranted 
under  the  circumstances. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much.  Ed  Madigan,  do  you 
have  any  questions  you  want  to  ask  the  Congressman  before  he  leaves? 

Mr.  MAnioAM.  No,  !  dont,  Mr.  Chairman,  because  I  know  that  we'll 
have  the  opportunity  to  talk  with  him  further  when  we're  back  in 
Washington,  and  I  see  that  we  have  16  other  witnesses  for  this.mom- 
ing's  hearing.  I  suspect  that  we  better  move  along  and  we  will  be  talk- 
ing with  you  further  when  we  get  back. 

Mr.  Alexander.  Thank  you. 

Mr.  JoxEs  of  Tennessee.  Thank  you,  Bill.  We  appreciate  your 
coming. 

I  think,  ladies  and  gentlemen,  I  said  when  we  started  that  I  sincerely 
appreciate  the  fact  Siat  all  of  you  have  made  the  effort  to  be  here 
today  for  discussion  of  the  Farm  Credit  Act,  as  well  as  the  conserva- 
tion proposals  that  we  are  also  trying  to  examine. 

Our  next  witness  is  a  gentleman  from  another  part  of  the  State  of 
Tennessee  who  is  well  known  to  many  of  us. 

He  is  a,  large  livestock  farmer  in  the  eastern  part  of  the  State  and 
also  the  majority  leader  for  the  State  House  of  Representatives. 

Tommy  Burnett  has  been  a  member  of  the  legislature  for  a  good 
many  years.  He  has  been  very  helpful  with  State  agricultural  legisla- 
tion and  other  areas  that  are  important  to  us. 

I  was  delighted  when  I  found  out  that  he  wanted  to  come  and  be 
with  us  today. 

Tommy,  ii  youll  approach  the  podium,  well  be  glad  to  hear  you 
at  this  tune. 

Hon.  Tommy  Burnett  from  Jamestown,  Tenn. 

STATEHENT  OF  S.  THOUAS  BURNETT,  HEHBEK,  TEXHESSEE 
GENEKAL  ASSEMBLY 

Mr.  BcRNEit.  Thank  you.  Congressman  Jones,  Congressman  Madi- 
gan. We  certainly  want  to  welcome  you  to  the  State  of  Tennessee  and 
trust  that  your  stay  and  visit  with  us  is  cme  that  is  enjt^rable  to  you. 
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Congressmen,  members  of  the  committee,  on  behalf  of  the  State  of 
Tennessee,  we  would  like  to  thank  you  for  coming  here  and  taking 
time  out  of  busy  schedules  and  busy  lives  to  hold  these  public  hearings. 

We  think  that  it's  certainly  wonderful  in  a  period  of  time  when 
perhaps  the  public  is  somewhat  unhappv  with  Government  to  see  you 
bringmg  Government  to  the  people,  ratner  than  the  people  having  to 
go  to  the  Government. 

I  am,  Congressman,  as  you  said,  the  owner  and  operator  of  a  farm 
in  Fentress  County,  Tenn.,  consisting  of  approximately  1,500  acres. 
We  predominantly  are  beef  cattle  oriented,  having  a  hero  of  about  660 
registered  Angus  cows.  We  predominantly  sell  commercial  bulls  and 
herd  units  of  different  types  to  different  people.  In  addition  to  that, 
we  raise  approximately  200  acres  of  com,  which  we  use  for  silage  and 
for  feed ;  about  50  acres  of  snap  beans ;  and  the  rest  of  the  land,  as  sndi 
is  in  hav  and  in  pasture. 

For  the  past  12  years  I  have  been  a  member  of  the  CookeviUe  Pro- 
duction Credit  Association,  our  local  PCA,  and  also,  for  the  past  5 
years,  a  member  of  the  Federal  Land  Bank  Association.  I  can  say 
without  hestitation  that  I  do  not  know  what  the  rural  people  of  mj 
district  would  have  done  had  it  not  been  for  the  Production  Credit 
Association  and  their  endeavors. 

Historically,  the  historic  institutions  of  credit  as  we  know  it  in  the 
industrial  areas  have  not  been  able  to  meet  the  needs  of  farm  people 
as  the  Production  Credit  Association  and  the  Federal  Land  Bank  and 
the  Farmers  Home  Administration  has  been  able  to  do.  They  have  cer- 
tainly been  a  God-send  to  the  upper  East  Tennessee  area  ana  the  Cum- 
berland Plateau. 

I  have  become  advised  some  few  weeks  ago  concerning  the  pending 
legislation  4782,  and  I  would  like  to  address  on  particular  part  of  this 
legislation,  and  that  is  the  consideration  of  this  committee  and  the  Con- 
gress of  lifting  the  7-year  limit  which  we  presently  have  oa  PCA  loans. 

This  was  first  established  in  1063.  In  196S  we  could  buy  a  6-foot  steel 
fencepost  for  a  dollar.  Last  year  it  was  $2.35. 

We  could  buy  a  roll  of  barbed  wire  for  $6.62.  Last  year  it  was  $83. 

Fertilizer,  6-12-12,  was  $49  a  ton ;  last  year  it  was  $136.90. 

Fescue  seed  was  17  cents ;  last  year  it  was  38  cents. 

A  40-hor8epower  tractor  was  $3,200 ;  this  last  year  it's  $8,600. 

We  could  go  on  and  on  and  on.  The  inflationary  spiral  that  has  hit 
all  America  has  certainly  been  very  pungent  as  it  relates  to  farm  people. 

In  our  considered  opinion  and  the  opinion  of  a  vast  numoer  of 
fanners  in  my  area^  the  people  that  I  deal  with  on  a  day-to-day  basis, 
it  is  literally  becoming  impossible  to  make  the  payments  as  they  should 
he  made  on  a  7-year  basis  when  we  do  not  see  the  increase  coming  almg 
in  the  price  of  farm  commodities  that's  comm^isurate  with  uie  coat 
of  farming. 

All  different  things  that  a  farmer  touches  has  increased  more  than 
100  percent,  everything  you  can  look  at,  since  1962,  and  it's  certainly 
old  and  archaic  to  think  that  a  7-year  limitation  on  PCA  loans  shonld 
be  maintained.  There  is  certainly  nothing  angelic  or  sacred  about  a  7- 
year  period. 

We  would  ask  this  committee  to  come  into  favor  and  to  work  through 
the  Congress  to  increase  that  period  of  time  to  15  years,  or  at  lea^  a 
minimum  of  10  years. 
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This  would  help  the  farmers  greatly  in  a  period  of  time  when  they 
certainly  are  in  dire  need  of  help. 

I  assure  you  that  since  I  found  out  about  H,R.  4782  I  have  talked 
with  literally  hundreds  of  people  who  are  involved  in  the  farming 
community;  and  while  on  a  local  area,  we're  interested  in  all  facets  of 
the  bill,  above  all,  they  are  certainly  interested  in  seeing  an  increase  in 
the  immediate  future  on  the  number  of  years  on  paybaSt  that  they  can 
have  with  the  PCA  loan. 

Congressman  Jones,  I  will  submit  this  statement.  I  also  would  like 
to  submit  a  statement  on  behalf  of  Senator  Tommy  Burks  who  was  un- 
able to  be  here,  who  is  my  colleague  across  the  hall,  in  the  upper  body, 
as  we  call  it  in  the  States ;  but  I  do  have  his  statement  which  I  would 
like  to  submit. 

Mr.  Jokes  of  Tennessee,  Without  objection,  we  will  make  both  a 
part  of  the  record.  I  am  sorry  that  Tommy  could  not  come,  but  we  are 
glad  to  have  his  statement. 

[The  statement  appears  on  p.  280.] 

Sfr.  JovEs  of  Tennessee.  Let  me  say  to  you,  Tommy,  I  do  sincpielv 
appreciate  the  time  that  you've  taken  to  be  here.  I  know  that  you  speak 
with  a  great  degree  of  expeiience  and  wisdom  on  this  subject. 

There  is  one  question  that  I  would  like  to  ask  you.  We  are  not  going 
to  follow  a  procedure  of  asking  individuals  questions  as  they  appear. 
Rather,  we  are  going  to  call  them  back.  I  think  that  you  have  a  con- 
flict and  you're  going  to  have  to  leave  sometime  today. 

The  Cookevilie  PCA  is  one  of  the  larger  PCA's  in  the  countir.  Is  it 
the  feeling  of  the  majority  of  the  borrowers  who  deal  with  the  Cooke- 
vilie PCA,  that  the  loan  should  be  extended  for  a  longer  period  of 
time? 

Mr.  Burnett.  Congressman,  without  question  that  is  the  majority  of 
opinion.  I  think  that  it's  not  only  the  majority  of  opinion  of  the  indi- 
viduals who  are  the  borrowers  of  money,  but  I  think  the  lenders  them- 
selves who  are  actively  involved  in  the  farm  market  for  money  realize 
that  the  7-year  period  is  archaic  and  needs  to  be  changed. 

Mr.  JoNBS  of  Tennessee.  Do  you  recall  how  much  money  Cookevilie 
has  outstanding  to  farmers! 

Mr.  BuRKmrr.  N'o,  sir,  I  do  not.  It  is  the  largest,  as  I  understand  it, 
in  the  United  States. 

Voice.  $169  million. 

Mr.  Bttbnett.  $169  million,  which  I  have  a  part  of. 

Mr.  Jones  of  Tennessee.  $169  million  in  loans  to  farmers  in  your 
area.  That's  a  considerable  amount  of  money,  I  imagine. 

Ed,  do  you  have  any  questions! 

Mr.  Madigan.  Tommy,  at  the  outset,  I  do  want  to  tell  you  that  in 
Illinois  we  don't  refer  to  the  Senate  as  the  Upper  Body.  It  is  the 
"Other  Body."  I  was  in  the  State  House  of  Representatives  like  you 
are  and  I  thought  I'd  share  that  with  you.  You  might  have  some  use 
for  that  sometime. 

There's  a  couple  of  things  that  concern  me  here  that  perhaps  are 
questions  for  a  legislator  to  a  legislator.  You're  in  the  State  Assembly. 

We  have  about  26  different  proposals  here  in  legislation  that  are 
being  requested  by  these  people.  Among  the  things  they  want  are 
exemptions  for  the  Farm  Credit  System  from  the  requirements  of 
State  usury  laws  and  State  truth-in-lending  laws. 
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Do  you  see  merit  in  exempting  these  people  from  these  State  regn- 
lationsl 

Mr.  Burnett.  In  all  honesty,  I  do  not. 

Mr.  Madigan.  I  appreciate  your-candor. 

I  ask  the  next  question  because,  again,  of  your  experience  as  a  gov- 
ernment official.  These  people  are  proposing  to  us  that  we  exempt 
them  from  the  personnel  management  policies  of  the  Federal  Govern- 
ment and  let  them  go  out  and  do  their  own  thing,  set  their  own  stand- 
ards; tiiat  we  exempt  them  from  the  salary  sdiedules,  that  we  let 
them  set  their  own  pay  grades  and  do  all  those  kinds  of  things. 

As  you  know,  this  is  one  of  hundreds  of  Federal  agencies  that  are 
creatures  of  the  Federal  Government,  even  thou^  they  are  seilf-suf- 
ficient.  It  would  seem  to  me  to  be  very  bad  policy  to  let  th«n  set  their 
own  standards,  because  if  there  are  about  500  different  creatures  like 
this  running  around  and  we  do  make  this  exception,  surely  the  other 
499  are  going  to  be  back  in  in  Che  next  year  or  two  and  want  to  be  ex- 
empt from  all  the  Federal  regulations  as  well. 

I  wonder  if  you  would  view  tliese  requests  as  being  a  shorto(»miig,  or 
from  your  experience  with  this,  do  you  see  some  merit  in  doing  tnatt 

Mr.  BuKXETT.  I  would  think  that  I  could  prol»bly  see  some  merit  in 
that  in  the  fact  that  I  would  really  like  to  see  farm  OTedit  in  the  United 
States,  and  particularly  as  it  relates  to  the  State  of  Tennessee,  to  be 
more  on  an  individual  localized  type  situataion  where  you  had  some 
local  input. 

In  order  to  do  this,  rather  than  just  broad-type  rules  and  regutatitMis 
by  which  farm  credit  is  to  be  administered,  I  would  like  to  see  man 
local  input  and  less  of  the  problems  of  the  inner  turmoil  that  sometimes 
we  do  see  in  farm  credit  between  the  various  oiganizations  itself. 

I  think  fann  credit  is  a  peculiar  creature  andpet^ps  to  be  admin- 
istered it  would  need  some  additional  leeways  that  perhaps  other  gov- 
ernmental organizations  would  not  need. 

In  this  regard,  then,  perhaps  I  can  understand  why  tihey  would  not 
come  under  the  normal  personnel  policies.  It  might  be  very,  very  hard 
to  find  people  under  standardized  personnel  type  poUcies  that  are  able 
to  meet  knowledged-wise  the  needs  of  the  average  American  farmer 
in  advice  and  knowledge  and  understanding  of  the  farm  program ;  but 
really,  in  talking  about  this,  I  gain  would  stress  that  it  is  very,  verv 
important  that  the  tail  does  not  wag  the  dog  in  farm  credit,  that  local 
people,  people  who  are  involved  with  local  farmers  oa  a  local  level  who 
know  those  farmers  best  should  always  have  the  greatest  amount  of 
input,  rather  than  broad-type  regulataions  that  may  work  not  for  the 
best  interest  of  farmers  in  a  local  area. 

Mr.  Madioan.  My  only  other  question  is  in  relation  to  your  involve- 
ment in  politics  here  in  Tennessee.  Are  you  fellows  going  to  take  care 
of  Ed  Jones  all  right  next  year! 

Mr.  BotNETT.  We  have  always  taken  care  of  C<»gressman  Jonee. 
Congressman  Jones,  though,  has  turned  the  favor  to  many  folks. 

Mr.  Madioan.  It  would  be  a  serious  mistake  if  you  didn't  do  ttiat,  be- 
cause he's  in  a  position  of  considerable  influence  now  and  I'm  sure  you 
appreciate  that. 

Mr.  BuBNETT.  We  do.  We  appreciate  CmgresBmau  Jones  very  much. 


ly  Google 


279 

Mr.  JoN£B  of  Tennesaee.  I  appreciate  yoa  gontlemen.  Thaiik  yoa 
vQty  much,  Ed. 

Thank  you,  Tommy.  I've  got  one  question  I  just  want  to  cover  very 
briefly. 

In  1971  when  we  updated  the  Farm  Credit  Act,  the  Federal  Land 
Banks  were  making  loans  to  farmers  at  an  appraised  rate  of  less  than 
85  percent  of  the  established  value  of  the  farmland.  We  updated  it 
to  85  percent,  and  I  must  say  that  I  think  the  FLB's  have  done  a 
good  job  in  ^e  appraisal  and  lending  of  money  to  farmers  based  on 
85  percent  of  the  value.  Now  they're  asking  that  we  increase  that  value 
above  85  percent,  probably  up  to  as  much  as  100  percent.  Do  you  see 
any  problem  with  that? 

Mr.  BuRN£iT.  No,  sir,  I  have  no  reason  to  believe  that  the  Federal 
Land  Banks  do  not  work  within  the  scope  of  having  good  appraisal 
programs.  The  creditor  would  be  well  secured  in  property,  even 
though  it  might  be  assessed  at  a  loan  value  of  100  percent,  when  you 
realize  that  the  inflationary  factor  historically  in  the  last  15  years, 
farmland  has  increased  in  value  from  8  to  12  percent  every  year. 

It  does  not  take  very  long  at  that  type  of  inflationary  spiral  for  a 
farmer  to  have  a  reasonable  equity  based  on  inflationary  process  alone, 
compared  to  what  actual  value  is. 

It's  becoming  increasingly  hard,  and  this  is,  I  think,  one  of  the  heavy 
burdens,  and  where  the  Production  Credit  Association  in  our  area 
has  done  such  a  great  job  in  attempting  to  bridge  the  gap  between 
the  amount  that  we  can  borrow  on  a  long-term  period  versus  coming 
in  with  7-year  money  for  the  interim  perhaps  when  farmers  do  not 
actually  have  any  additional  money  of  their  own  to  put  into  a  farm- 
ing program  that  is  a  good  farming  program  that  they  need  to  expand. 

I  would  certainly  favor  loans  up  to  100  percent  of  value, 

Mr.  Jones  of  Tennessee.  Thank  you  veiy  much.  I  appreciate  your 
time  and  interest. 

[The  prepared  statement  of  Mr.  Burks,  submitted  by  Mr.  Bur- 
nett, follows :] 
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Mr.  Jones  of  Tennessee.  Our  next  witness  is  from  the  State  of  Ar- 
kansas, and  there  are  two  who  will  be,  no  doubt  making  thepresenta- 
tion.  Mr.  W.  F.  Carl,  the  president  of  Riceland  Foods  of  Stuttrart; 
and  Mr.  Romeo  Short,  chairman  of  Uie  board  of  Riceland;  and  Dick 
Bell,  the  chief  consultant. 

If  you  gentleman  wUl  come  forward,  if  you  are  all  here.  Romeo, 
if  you're  by  yourself,  that's  still  all  right. 

I've  known  Mr.  R.  E.  Short  and  his  father  for  many,  many  years. 
He's  a  displaced  lowan.  Romeo  was  bom  here,  but  his  father  came 
from  Iowa  many  years  ago  and  has  contributed  much  to  southern 
agriculture.  Romeo,  we  appreciate  the  fact  that  you're  here.  Dick 
did  not  come! 

Mr.  Short.  No,  sir,  and  neitiher  did  Wilf ord. 

Mr.  Jones  of  Tennessee.  We  remember  Dick  Bell  because  he  was 
with  the  Department  of  Agriculture,  as  you  quite  well  know,  and  as 
Ed  knows,  and  did  a  super  job. 

Mr.  Sh(H(t.  We  do  have  Mr.  Charles  Gunnel,  who  is  vice  president 
for  finance  with  Riceland  Foods,  with  us  today  in  case  there  are  any 
technical  questions  that  come  up. 

Mr.  Jones  of  Tennessee.  Mr.  Gunnel,  if  youll  stand  up,  we'll  recog- 
nize you,  too. 

Thank  you  for  being  here. 

STAIEUEHT  OF  B.  £.  SHORT,  CFATRMAW  OF  THE  BOABD,  RICELUH) 
FOODS;  ACC0UFA5IED  BY  CEABLES  aUlTHEL,  VICE  FBESIDEHT 
FOB  FINANCE 

Mr.  Shobt.  Mr.  Chairman,  and  your  distinguished  colleague,  Con- 
gressman Madigan,  we're  happy  to  have  the  opportunity  to  appear 
Before  you  today. 

I  am  R.  E.  Short,  Jr.  I  own  and  operate  a  4,200-acre  Eaceland  soy- 
bean farm  in  eastern  Arkansas.  I  am  personally  deeply  involved  in 
the  Federal  farm  credit  system  in  that  I  financed  my  farming  opera- 
tions with  the  Production  Credit  Association. 

I  currently  serve  as  chairman  of  the  board  of  Riceland  Foods  and  it 
is  on  Riceland  Foods'  behalf  that  I  appear  before  you  today  in  sup- 
port of  H.R.  4782. 

It  is  vitally  important  to  our  country's  agricultural  community  to 
have  a  modem  and  efficient  farm  credit  syatem  of  farmer-owned  and 
farmer-controlled  cooperative  lending  institutions.  We  believe  the 
amendments  to  the  Farm  Credit  Act  of  1971  proposed  in  H.R,  4782 
n'ill  strengthen  the  system  and  prepare  it  to  meet  the  challenges  of  the 
future. 

Riceland  Foods  is  a  farmer-owned  cooperative  for  marketing  rice, 
soybeans  and  other  grains  grown  in  Arkansas  and  surrounding  States. 
We  receive,  process,  and  market  approximately  one-half  of  the  rice 
and  one-third  of  soybeans  grown  in  our  area  of  operation.  Our  sales 
exceed  $500  million  a  year  with  more  than  one-naif  of  these  sales 
going  into  the  export  market.  We  have  been  in  the  export  business 
for  a  considerable  period  of  time. 

The  principal  source  of  credit  for  Riceland  Foods  operations  is 
the  St.  Louis  Bank  for  Cooperatives.  Last  year  the  St.  Louis  Bank 
provided  80  percent  of  our  credit  needs. 
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Out  other  source  of  credit  is  the  Commodity  Credit  Corporation, 
CCC  programs,  and  we  use  this  source  of  credit  for  making  advances 
to  our  members. 

Tlie  CCC  cannot  provide  all  our  credit  needs  at  harvest.  Therefore, 
we  are  dependent  on  credit  from  the  St.  Louis  Bank  for  the  success- 
ful operation  of  our  marketing  programs.  Our  credit  lines  frran  the 
St.  Louis  Bank  for  Cooperatives  totaled  $165  million  this  past  year. 

Although  we  want  to  borrow  money  at  the  lowest  possible  ccwt,  it 
is  emially  important  to  us  to  be  able  to  obtain  credit  wnen  it's  needed. 
In  ttiis  regard  we  welcome  the  proposed  amendment  which  would 
clarify  the  status  of  the  Farm  Credit  System  regarding  State-imposed 
interest  rate  limitations. 

AVe  have  reservations  about  one  of  the  proposed  amendments.  This 
would  be  the  amendment  to  broaden  the  authority  of  the  Federal  land 
banks  and  production  credit  associations  for  financing  of  processing 
and  marketmg  activities  related  to  an  applicant's  fanning  operation. 
The  proposed  amendment  would  allow  each  district  farm  credit  board 
to  set  speciiic  policies  on  implementation  of  this  provision  under  reg- 
ulations established  by  the  Federal  Farm  Credit  Board.  We  have 
reservations  about  the  Federal  land  banks  and  PCA's  getting  deeply 
involved  in  activities  now  provided  by  marketing  cooperatives. 

We  at  Riceland  Foods  are  particularly  interested  in  the  proposed 
amendments  authorizing  hanks  for  cooperatives  to  finance  export 
transactions  and  foreign  operations  of  farmer-owned  cooperatives. 
Most  of  our  growth  in  recent  years  has  come  from  increased  export 
sales.  Our  organization  would  not  have  survived  back  in  Uie  fifties 
had  it  not  been  for  the  literal  handholding  and  constant  assistance 
they  received  from  the  St.  Louis  Bank  for  Cooperatives.  Last  year 
the  volume  was  in  excess  of  $141  million  and  it's  getting  along  fine, 

This  has  been  repeated  all  up  and  down  the  line.  If  our  cooperative 
banks  are  given  this  authority  to  work  with  the  total  financing  needs 
of  the  cooperative,  our  marketing  philosophy  at  Siceland  Foods 
emphasizes  selling  directly  to  foreign  buyers. 

Due  to  added  costs,  we  do  not  like  to  sell  through  large  export 
firms  or  international  trading  companies.  We  do  sell  to  such  firms, 
but  only  if  it  is  a  distinct  advantage  for  us  to  do  so. 

We  have  been  successful  in  selling  directly  to  foreign  customers. 
Most  of  our  export  sales  are  made  this  way.  But  we  know  that  we 
have  missed  export  opportunities  by  not  having  the  financial  flex- 
ibility to  meet  the  competition  of  export  firms. 

The  proposed  amendments  would  be  helpful  to  us  in  obtaining  the 
financing  we  need  to  meet  the  competition  of  these  other  firms. 

We  also  have  foregone  several  opportunities  to  join  with  foreign 
firms  in  joint  marketmg  efforts.  In  our  view,  several  of  these  oppor- 
tunities would  have  been  a  definite  advantage  to  our  members  if  we 
could  have  obtained  the  financing  to  undertake  them.  The  amend- 
ments proposed  would  provide  us  this  financing. 

I'd  like  to  emphasize  that  the  amendments  proposed  authorizing 
banks  for  cooperatives  to  engage  in  export  financing  do  not  give  any 
special  advantage  to  banks  for  cooperatives.  Commercial  hanks  are 
already  involved  in  such  business,  and  the  amendments  would  merely 
put  banks  for  cooperatives  on  equal  footing  with  commerdal  btuib 
iged  in  this  type  business . 
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Finally,  I  believe  it  is  important  to  emphasize  that  all  goreniment 
investment  in  the  Farm  Credit  System  has  been  retir^  and  new 
programs  provided  by  H.E.  4782  will  be  Ananced  entirely  from  within 
the  Farm  Credit  System. 

There  would  be  no  Government  funds  involved  in  the  new  programs 
being  proposed.  The  proposed  amendments  would  simply  provide 
farmers  with  opportunities  to  help  themselves,  particularly  in  open- 
ing and  developing  export  markets  for  their  products. 

Mr.  Chairman,  we  would  just  emphasize  the  three  areas  in  which 
we  are  most  interested,  and  that's  the  State-imposed  interest  limita- 
tions that  can  certainly  have  a  limiting  effect  on  available  credit, 
export  financing  and  joint  venture  financing. 

We  would  like  to  add  to  Congressman  Alexander's  comments  a 
commendation  for  your  bringing  this  hearing  to  the  local  areas  and 
giving  us  and  those  Others  present  an  opportunity  to  provide. 

Thank  you  very  much, 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Romeo.  Are  you 
going  to  be  able  to  stay  for  a  while  t 

Mr.  Short.  Yes, 

Mr.  JoNis  of  Tennessee.  At  this  time  we'd  like  to  just  start  off  with 
calling  the  morning  witnesses  and  then  calling  you  back  for  ques- 
tioning. 

Thank  you  very  much. 

The  next  witness  is  a  friend  I  have  known  for  many  years.  He  re- 
sides in  Washington  and  works  for  the  National  Farmers  Union.  Reu- 
ben Johnson. 

Reuben,  will  you  come  forward  and  take  the  podium.  We  are  de- 
lighted that  you  are  here.  We  appreciate  the  fact  that  you  came  down 
for  this  hearing. 

Mr.  Johnson.  My  home  State  is  over  here  a  little  farther  east;  I 
have  a  farm  in  Georgia,  and  I'm  pleased  to  be  here. 

STATEMEm  OF  REUBEH  L.  TOHHSON,  SntECTOR  OF  LE0I8L&TITE 
SERVICES,  HATIOKAL  FABUEBS  ITHION 

Mr,  Johnson.  As  you  know,  Congressman,  we  in  the  Farmers  Union 
are  making  witnesses  available  to  all  of  your  hearings.  Our  president 
of  Kansas  appeared  at  Hutchinson,  Dale  Lyon. 

Our  president  in  South  Dakota,  Ben  Ratcliff,  appeared  in  Aberdeen. 
Hopefully,  they  were  saying  close  to  the  same  thing  I'm  going  to  say 
here  today,  since  I  happen  to  be  their  hired  man. 

We  will  have  witnesses  in  Spokane  and  in  Champaign. 

Mr.  Chairman,  as  you  know,  and  Congressman  Mfuligan  knows,  we 
in  the  Farmere  Union  have  a  long  history  of  support  for  credit  agen- 
cies authorized  by  the  Farm  Credit  Act  of  1916, 

The  attached  excerpt  from  the  1979  statement  of  policy  further 
amplifies  the  attitude  of  our  members  toward  the  Farm  Credit  Ad- 
ministration and  its  agencies.  I  would  like  for  that  excerpt  to  appear 
in  the  record. 

Now  I  want  to  turn  rieht  now  to  some  speciBe  major  changes  made 
in  H,R.  4782  in  the  policies  and  structure  of  the  credit  inmtutions 
under  the  jurisdiction  of  the  Farm  Credit  Administraticni. 
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I  would  like  to  point  out  that  while  the  Credit  AdministratiiHi  is 
autonomous  in  its  financing,  that  it  is  a  federally  sancti<Hied  agencyj^as 
Congressman  Madigan  has  already  noted;  and  it  therefore  Btill  has 
ties  to  the  Congress  and  to  the  Government. 

I'd  like  to  conmient  first  on  the  proposed  wnendment  whidi  would 
authorize  the  FCA  to  charter  corporations  to  perform  eerrice  and  fi- 
nancial functions.  Currently,  sucn  services  relate  to  recordtoeping, 
equipment  leasing,  real  estate  appraisal  service,  and  the  sale  at  casu- 
utv  and  liability  insurance,  cremt  life  insurance,  and  crop,  fire  and 
hail  insunnce. 

These  are  not  universally  available,  but  thoee  are  areas  in  which  I 
understand  the  Farm  Credit  Administration  has  been  moving  in  re- 
cent years. 

Our  policy  statement,  which  I  referred  to,  has  expressed  strong  dis- 
approval of  the  FCA  agencies  engaging  in  the  sale  of  insurance  except 
for  credit  life  insurance. 

It  would  be  in  order,  therefore,  for  questions  to  be  reiaed  concerning 
this  proposed  amendment  to  the  Farm  Credit  Act. 

We  weren't  aware  that  we  were  passing  a  law  in  1971  whidi  would 

Srmit  the  sale  of  insurance.  We  have  now  found  that  we  did,  or  Uie 
ingress  did,  and  this  amendment  raises  some  questions  about  wheiher 
if  the  farm  credit  agencies  persist  in  the  sale  of  insotance  whethw 
they  in  time  will  be  able  to  establish  their  own  companies.  Of  course, 
we  would  be  strongly  in  oppo^tion  to  that. 

SeOHid,  we  would  like  to  comment  mi  the  proposed  amendment 
which  exempts  the  FCA  agencies  from  the  Truth  in  T^mding  AcL 
For  several  j'ears,  spokesmen  for  the  agency  have  urged  CcmgvesB  to 
exempt  agricultural  credit  from  the  provisions  of  the  Truth  in  Lend* 
ing  Act. 

This  has  been  the  case  in  spite  of  the  fact  that  the  Farm  Credit  in< 
stitutions  provide  only  about  cme-third  of  the  credit  used  by  the  na- 
ticm's  farm  families,  and  admittedly,  that's  a  sixeable  amount  of 
money. 

We  have  stnxigly  resisted  the  prarased  change,  and  on  one  occasicHi 
we  debated  Glen  Hw^t  of  the  St.  Louis  otBfx  before  the  SubccMnmit- 
tee  on  Consumer  Amiirs  in  the  Senate,  I  believe  it  was,  chaired  hy 
Senator  Biegle  of  Michigan,  making  what  we  thought  was  a  -nsrj  good 
case  for  retaming  full  disclosure  under  the  Truth  m  Lending  Act  for 
loans  made  to  farmers  by  the  Farm  Credit  agencies. 

I  miji^t  add,  Mr.  Chairman,  in  this  day  of  computerised  techmdo^ 
this  information  is  readilr  available,  and  we  see  no  reaam  why  it 
should  not  be  made  available  to  the  borrowers  ftom  iba  Farm  Ctedk 
agencies.  We're  particulariy  concerned  that  we  not  exempt  banks  and 
other  pti%-atf  lenders  from  the  provisions  of  the  act. 

Third,  we'd  like  to  comment  od  the  amendment  which  would  broaden 
the  authority  of  the  PCA's  and  the  FLBA's  to  finance  processing  and 
marketin<;  enterprises  which  would  be  a  part  of  farming,  ranching,  (» 
aquatic  operations  of  eligible  ap[^icants  and  bmrroweis. 

There  are  several  questions  that  we  would  like  to  raise. 

One,  would  the  making  of  such  loans,  which  wcKiId  require  addi- 
tional capital  in  the  snrstem,  m  any  way  interfere  with  the  making  of 
tndttional  lottos  avaifadble? 
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Two,  would  the  authority  which  this  amendment  would  extend 
result  ultimately  in  the  Farm  Credit  agencies  making  loans  to  busi- 
nesses for  processing  and  marketing,  moving  away  from  the  farmer 
clientele  that  it  has  traditionally  served! 

Three,  would  the  extensicm  of  such  authority  interfere  with  the 
lending  operations  through  the  bank  of  cooperatives  which  include 
loans  to  groups  of  farmers  for  processing  and  marketing  purposes! 

Fourth,  another  amendment  sought  by  the  Farm  Credit  Adminis- 
tration  would  authorize  the  bank  of  cooperatives  to  finance  export 
transactions.  This  amendment  is  perhaps  toe  most  significant  in  terms 
of  changing  the  nature  of  the  lending  operations  of  the  bank  of 
cooperatives. 

As  we  idl  know,  international  banking  is  a  complicated  business. 
Our  domestic  banking  institutions  engaged  in  this  kind  of  banking 
have  a  huge  network  of  overseas  offices.  It  is  difficult  for  us  to  com- 
prehend just  what  is  to  be  accomplished  by  extending  the  banker 
cooperatives'  lending  operations  in  a  manner. 

So  we  urge  the  committee  to  give  consideration  to  the  impact  of 
this  change  and  in  this  context  to  decide  whether  this  authority  is 
needed  to  give  farmer  cooperatives  additional  sales  capabilities  in 
international  markets. 

Certainly,  if  it  would  accomplish  that  purpose,  it  would  be  a  step 
in  the  right  direction. 

Mr.  Chairman,  I'm  going  to  skip  my  comments,  a  few  paragraphs 
here.  I  understand  you're  going  to  have  the  whole  statement  appear 
in  the  record. 

Mr.  Jones  of  'Tennessee.  Without  objection,  it  will  all  be  placed 
in  the  record. 

Mr,  Johnson.  I'd  like  to  move  down  to  the  end,  page  4. 

This  law  would  remove  Farm  Credit  Administration  employees 
from  the  classification  requirements  of  the  Office  of  Personnel  Man- 
agement, but  continue  the  salary  ceiling  of  the  general  schedule  cur- 
rently set  at  $47,000  annually. 

Further,  the  FCA  would  be  enabled  under  the  proposed  wnend- 
ments  to: 

One,  establish  its  own.  requirements  for  qualification  for  positicms 
in  the  agency; 

Two,  to  set  salaries  of  the  Farm,  Credit  Administration  Governor 
and  Deputy  Governors  witJiin  the  perimeters  of  the  executive 
schedule ; 

Three,  to  exempt  from  Federal  travel  procurement  and — travel, 
procurement  and  property  regulations ; 

Four,  to  he  permitted  portability  of  sick  leave  wid  retirement  be- 
tween Farm  Credit  System,  district  retirement  plans,  and  Civil 
Service  System;  and 

Five,  it  would  increase  the  per  diem  of  the  members  of  the  FCA 
Board  to  the  daily  equivalent  of  that  prescribed  for  GS-18. 

There  appears  to  be  some  contradiction  in  these  amendments. 

Spokesmen  for  the  Farm  Credit  Administration  have  expressed 
pride  on  occasion  on  the  autonomy  of  the  aeencies;  the  fact  that  no 
Federal  funds  are  appropriated  to  sustain  the  agencies'  operations  is 
often  cited  as  a  major  accomplifihment,  and  we'd  have  to  agree. 
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The  conflict,  as  we  see  it,  is  between  tJie  amendments  that  wonld 
further  exempt  FCA  employees  from  classilicatifla  reqnirementB  at 
the  Office  of  PerstHinel  Management  and  to  exempt  the  FCA  fnun 
other  Federal  regulations,  and  the  amendment  to  allow  for  portability 
of  sick  leave  and  retirement  between  Farm  Credit  district  retiiemeni 
plans  and  the  Civil  £jervice  retirement  system. 

These  amendments  move  in  opposite  directions.  The  oommittee, 
therefore,  may  want  to  give  consideration  to  procedures  in  this  c(xi- 
nection  which  are  consistent  and  at  the  same  time  reflect  sotmd  man- 
agement policy. 

This  bill  provides  for  other  changes  that  I  have  not  moiticMied, 
some  of  which  we  heartily  concur. 

We  have  attempted  to  comment  on  those  we  think  are  of  greatest 
significance.  There  are  some  Washington  observers  who  have  char- 
acterized the  changes  in  this  bill  as  moving  FCA  and  its  agencies 
in  the  direction  of  a  mnlti-  and  full-service  banking  institutitm. 

Whether  this  is  good  for  farmers  depends  on  the  extent  to  which 
these  agencies  depart  from  the  historic  tradititmal  mandate  of  the 
Congress  directing  them  to  serve  the  direct  credit  needs  of  the  Nation's 
farm  families. 

This  is  the  yardstit^  that  we  urge  the  committee  to  consider  as  it 
acts  on  the  comprehensive  changes  that  would  be  anthcnrized  by  this 
bilL 

Thank  you. 

Mr.  JoifKs  of  Tennessee.  Thank  yon  very  mudi,  Benben,  for  that 
good  statement,  and  we  do  appreciate  the  fact  that  you  came  to  repre- 
sent tJbe  Fanners  Union  here  at  these  hearings. 

Mr.  MaHigan,  do  you  have  any  questions  1 

Mr.  Maduan.  No,  Mr.  Chairman.  As  yon  noted,  we  do  have  to  move 
ahead  if  we're  going  to  hear  all  these  witnesses,  but  I  io  want  to 
<A)serve,  as  yon  did,  that  I  also  think  that  Keubcn^  was  a  very  good 
statement  and  addresses  some  of  the  points  that  hsve  been  of  con- 
cern to  me  as  I  looked  over  the  proposals.  We  appreciate  your  coming. 

Mr.  JoHvaoN.  Mr.  Chairman,  I  just  want  to  say  that,  as  I  said  ftt 
the  be^nning,  we  certainly  ais  strong  supporters  of  the  Farm  Credit 
Administration  System.  We  believe  they  function  heSt  when  thfj 
are  in  the  lending  business. 

We  dont  feel  that  some  of  the  moves  here  that  take  them  directly 
out  of  that  line  of  activity  may  be  to  the  best  interest  of  agricoltaie 
in  the  long  nm. 

Thank  you. 

Mr.  Jones  of  Tennessee.  I  know  that  you  can't  stay.  That's  the 
reason  we  wanted  to  ask  you  these  few  little  questions,  because  if 
there's  any  group  that  this  subwHnmittee  understands,  it's  the  pom- 
tiOT  that  your  or^ization  occupies  with  reference  to  farm  crwfiL 

Mr.  Johnson.  I  appreciate  that,  Mr.  Chairman.  I  would  like  to 
say  the  reason  why  I'm  having  to  depart,  the  reason  wl^  I  asked 
you  to  be  put  on  at  this  point,  is  that  I  am  testi^ing  in  the  Senate 
tomorrow  on  this  identical  legislation  or  somethmg  like  it  over  in 
the  Senate. 

Thank  yon. 

[The  prepared  statement  of  Mr.  Johnson  follows:] 
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STATEMENT  OF 

REUBEN  L.  JOHNSON 
DIRECTOR  OF  LEGISUTIVE 

NATIONAL  FARMERS  UNION 


BOOSE  ACRICULTUBE  COHHITTBE 

SDBCOHHTTTEE  ON  COMEERVATION  AND  CRSDIT 

Chalxnan  Ed  Jonea 


A  Sill  to  Amend  tbe  Farm  Cradit  Act  of  1971 
Hemphia,  Tennesaea 
OcCotrar  4  , . 1979 

Hr.  Ctiaiman  and  Mamb«c>  of  tha  Subcoraaittee: 

I  aa  Reuben  L.  Johnaon,  Diractoc  of  Le9lalaeive  Services, 
National  Famera  Union.  Hy  addr«as  la  1012  Fourteenth  Stceeti 
H.H.,  Washington,  0.  C.  2000S. 

Fiumers  Onion  haa  a  long  hiatocy  of  auppoEt  for  the  credit 
agencies  authorized  by  the  Fan  Credit  Act  of  1916.   Farmer* 
today  know  these  agenclea  aa  Production  Credit  Aaoociations 
which  provide  operating  credit.  Federal  Land  Bank  Aascciationa 


satiafactory  meana  of  supplying  themaelvea  with  credit. 

Hie  attached  excerpt  from  the  1979  Statement  of  Policy  of 
NationBl  Farmers  Union  further  amplifies  the  attitude  of  our 
members  toward  the  Farm  Credit  Adminiatration  and  ita  agenclea. 

How  I  would  like  to  turn  to  B.R.  47S2  with  comments  On 
its  apecific  changes  in  credit  policies  and  structure  of  the 
credit  inatitutions  under  the  jurisdiction  of  the  Earn  Credit 
Adminiatration. 
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Fl rat ,  we  would   like  to  coinraent  on  the  proposed  emendnent 
to  the  Pam  Credit  Xct  of   1971  which  would  authorise  the  FCA 

to  charter   esfporations    to    perform  service  and   financial    func- 
tions      Under  present  law.   -district  boards  are  en^owered  to 
authoriie   agreements   between    institutions  within  a  district 
to  provide  for   joint  aervicaa   to  borrowers     and  to  make     oint 
undertakings  between  district*    in  providing   joint  services. 

Currently,    such  services  relate  to  record- keeping,    equlp- 
■»nt  leasing,    real  estate  Appraisal  service/   and  the  sale  of 
casualty  and  liability  insurance,  credit  life  insurance,    and 

crop,    fire,   and  hail  Insurance. 

As  you  will  note   from  the  Policy  Statement  mentioned  above, 

our   delegates   have   expressed    strong  disapproval   of   the  FCA 
agencies   engaging    in  the    sale  of    insurance   except   for  credit 
life  insurance.      It  would  be  in  order,    therofara,   for  questions 
to  be   raised  Concerning   this   proposed  amendment   to   the  Farm 

For  example,  would  extension  of  such  authority  to  the  Fara 

Credit  Administration  result  in  the  establishment  of  an  insur- 
ance company  or  companies  and  expansion  into  other  businesses? 
We   ask  that    the    Subcommittee   seriously  question  the   need   for 

ering   the   FCA   to   charter   corporations    for    the   purpose   of  ex- 
tending  services    to    borrowers   which  are   not    related    to  the 
direct    lending  Operations? 

Second,  we  would  like  to  constent  on  the  proposed  amendment 
■which  exempts    the   FCA   agencies  from  the    Truth-in-Lending   Act. 
For  several    years,    spokesmen   for   the   agency  have  urged  Congress 
to  exempt  agricultural  credit   from  the   provisions   of    the   TTUth- 
in-Lending   Act.      This    has   been  the  case    Ln    spite   of   the   fsct 
that    the   Farm  Credit  institutions   provide   only  about  one-third 
of   the   credit   used  ty    the   Nation  S    farm   families        We   have 
strongly  resisted  the   proposed  change  and     on  one  occasion     de- 
bated an  FCA  spokesman    in   a   public    Senate   hearing      making  uhat 
we   think    is   s   sound  case   for    retaining   full  disclosure  under 
the   Truth-in-Lending  Act    for    loans   made   to   famers  by  Fara 
Credit  Administration  agencies. 

He>    therefore,   urge    the   Committee  to  give  careful  exasdna- 
tion   to   this   proposed    amendment.      Certainly      the  information 
called    for  by   the    Truth-in-Lending   Act    is    readily   available 

mation  should  not  be  made  available  to  farmer  borrowers  He 
are  especially  concerned  that  other  lenders  also  be  required 
to    comply  with  the   Truth- in- Lending   Act. 
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processing  snd  aarkatlng  enterprisai  which  would  be  a  part 
of  faming,   ranching,   oc  aquatic  operations  of  eligihle  appli- 
cants and  borroweca.       There    are    several   questions    that   we 
would   like  to  raise   cQncerning   U113  amendment: 

11    Would   the   maXing  of   such    loans      which  would  ra- 
guire    addicional   capital    in   the  system.    In  any  way 
interfere  with   the  making   of    traditional   loans  avail- 
able   through  the  FCA   agencies? 

2>   Would  thf  auCbority  which  this  aD«Ddmant  would 
extend  result   ultimately  in  tt^  Farm  Credit  agencies 
Baking  loans  to  bijsinesaes   for  processing  and  mar- 
keting,   nioving  dway   fcom  the  farmer  cliantele  that 
it  has   Craditionally    served? 

3)    Would  the  iextensxori  of    such  authority   interfere 
with   the    lending    operations    through   the  Bank  of  Coop- 
eratives which   include  loans  to  groups  of  fanoers   for 
processing   and   marlceting  purposes? 

Fourth,  another  anendnent  sought  by  the  Farm  Credit  Admin- 
is  tratTmT'would  authorise  the  BC's  to  finance  export  transactic 
including  allowing  the  BC  s  to  make  deposits  in  foreign  banks, 
receive  and  hold  credit  balances  from  banks  from  borrowers,  buj 
time  drafts  payable  hy  foreign  buyers,  take  part  in  currencv 
exchanges  and  make  loons  to  facili 
cooperative.^. 

This  anenda 
changing  the  nat 
Cooperatives. 

International  banking   is  a  complicated  business. 

Our  domestic  banking   institutions,    for  example,    that  engage 
in  hanking   on   on    international   scale   have   a  huge   network  of 
overseas   offices        It    is      therefore      difficult   to  comprehend 
just  what    is  to  be   accomplished   by   extending   the   banker  cooper- 
atives'   lending  operations  in  a  manner  that  would  be  authorised 
by  this  amendment        He   urge    the   Comnittee    to   give   consideration 
to  the    is^act  of   this  change   and   in  this  context   to  decide 
whether   this   authority  is   needed  to   give    farmer  cooperatives 
additional   sales   capabilities   In    international  markets.    Certain- 
ly,   if    it  would   accomplish   that  purpose,    it  would  be  a  step  in 
the  right  direction. 

Fifth,   ii.;;      47B2  would   lower   th^   percentage  Of    farmer  mem- 


cent.      This  change  haL  c  i    within   our   membership 

ranks  for   sosie    time,    sod    in   the   attached   Policy  Statement  you 
will   find   that   it  has   the   support  of   our  delegate  body. 
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Sixth.  H.R,  4782  would  clarify  and  reaffirm  that  lending 
by  the  Farm  Credit  aysten  la  exempt  fcom  state  usury  laws.  It 
is  obvious  chat  such  exemption  does  enable  the  FCA  agencies  to 
assure  availability  of  credit  for  fanners  and  ranchers  in 
'tight  money*  periods.  To  the  extent  that  interest  rates  range 
above  limitations  set  by  the  usury  laws  of  individual  states, 
farmers  and  ranchers,  of  course,  pay  a  price  for  the  mainten- 
ance  of  Qxemption. 

The  problem   that  we    sea  with  this    amendment   ia   that   it   is 
needed    in   the    first  place.       It  would  obviously  be   to  the  best 
interests   of    farmer  borrowers    from  FCA   agencies    if    the  credit 
available  were  to  be  at  a   reasonable  cost,   hopefully  lower  than 
other  private  credit  sources-      If  such  were  the  case,   the  ques- 
tion of  exemption  from  usury  laws  would  never  have  occurred. 

Seventh ,    H.R.    47B2  would   require    that   only   two   nominees   in 
each  district  be  voted  on  in  the  election  process  for  District 
Director,   rather  than  three  nominees   as   is   required  under  pre- 
sent  law.      The   case    for   this   amendment,    according   to  FCA  spokes- 
men,  relates  to  the   fact  that  two  nominees  would  asaure  that  the 
elected  District  Director  would  receive  a  majority  of  the  votes 
cast.      Very   frankly,  we   see  relatively   little  merit  in  reducing 
the   number   of  nominees.      The   three-nominee   procedure  would   seem- 
ingly be    in  line  with   giving   eligible  voters    additional   lati- 
tude in  the  selection  of  a  District  Director. 

employees   from  the  classification  requirements  of  the  Office 
of  Personnel  Hanagauent.  but  would  continue   the  salary  ceiling 
of   the  general  schedule  currently  set  at   $47,000  annually. 

Further,   the  FCA  would  be  enabled  under  the  proposed  amend- 


2)  to  set  salaries  of  the  Farm  Credit  Administration 
Governor  and  Deputy  Governors  within  the  perimeters 
of  the  executive  schedule; 


4)  to  be  permitted  portability  of  sick  leave  and  re 
tirement  between  Fam  Credit  system,  district  retir 
ment  plans,   and  Civil  Service  system;   and 


I  the  per  diem  e 
Board  to  the  daily  equivalent 
GS-IS. 


9  contradiction   in   these   Biaendments . 
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ttie    fact   that  no   federal    funds    are 

agenclea'    opecations    ia   often  cited   as    a  major   accompli shlLicnt 

of   the   Farm  Credit  Administration. 

The  conflict,   as  we  see  it,   is  between  the  amendments   that 
would   further  exempt  fCA  employees   from  classification  require' 
ments  of   the   Office  of   Personnel  Management  and   to  exempt   the 
FCA  from  other  federal  regulations,   and  the  amendment  to  allow 
for  portability   of  sick   leave  and  retirement  between  Farm  Cre- 
dit district   retirement  plans   and  the   Civil  Service   retirement 
system.      These  amendments  move   in  the  opposite  directions.     Th« 
Committee,    therefore,    may  want   to  give  consideration   to  pro- 
cedures  in  this  connection  which  are  consistent  and,   at  the 
some    time,    reflect  sound  manageioent   policy. 

H.R.  4782  provides  for  other  changes  in  the  operation  of 
the  FCA' 3  credit  functions.  We  have  attempted  to  comment  on 
those  we  think  are  of  the  greatest  significance.  There  are 
some  Washington  observers  who  have  characterized  the  changes 
in  H.R.  4782  aa  moving  the  Farm  Credit  Administration  and  its 
agencies  in  the  direction  of  a  multi-  or  full-service  banking 
institution.  Whether  this  is  good  for  farmers  depends  on  the 
extent  to  which  these  agencies  depart  from  the  historic  tra- 
ditional mandate  of  the  Congress  directing  them  to  serve  the 
direct  credit  needs  of  the  Nation's  farm  families.  This  ia 
the  yardstick  that  we  urge  the  Coranittee  consider  as   it  acts 

H.R.    4782. 
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Mr.  Jokes  of  Tennessee.  Our  next  witness  is  Mr.  William  Kuegel,  a 
dairy  farmer  from  Owensboro,  Ky. 

Ju".  Kuegel,  we're  delighted  that  you're  here.  You  may  summarize 
or  you  may  read. 

SIATEMEHT  OF  WILLIAH  KUEGEL,  DAIBT  FABHEB,  OVENSBOBO, 
DATIESS  COUITIY,  ET. 

Mr.  Kdeoel.  Congressman  Jones,  Congressman  Madigan,  it's  cer- 
tainly a  privilege  for  me  to  come  and  appear  before  you. 

I'm  William  Kuegel  from  Daviess  County,  Ky.  I  have  a  herd  of 
Hoistein  covrs  and  milk  around  150  head.  In  addition,  I  have  approxi- 
mately 200  additional  head  of  heifers,  calves,  and  dry  cows  and  spring- 
ers. I  am  also  a  partner  with  three  brothers  forming  tlie  Kuegel 
Bros.  This  partnership  is  primarily  a  grain  and  tobacco  operation 
with  about  3,000  acres  of  com  and  soybeans  and  about  2,500  pounds  of 
hurley  tobacco. 

I  am  a  member  of  various  organizations,  including  Democratic 
chairman  for  Daviess  County  and  also  vice  chairman  of  the  Gov- 
ernor's Council  on  Agriculture  in  the  State  of  Kentucky. 

I  have  familiarized  myself  with  House  bill  4782  and  can  support 
it  fully.  I  am  particularly  interested  in  the  section  allowing  the  bank 
for  co-ops  to  finance  co-ops  that  are  exporting  grain.  It  is  very  im- 
portant to  explore  all  avenues  that  would  enhance  and  expand  our 
ability  to  market  grain  abroad. 

I  was  also  a  member  of  the  Governor's  party  that  visited  Europe  and 
Asia  on  behalf  of  exporting  Kentucky's  grain. 

In  addition,  there  is  another  area  concerning  extending  the  maturity 
of  PCA  loans,  which  is  not  presently  a  part  of  the  bill,  that  I  would  like 
to  draw  to  the  attention  of  this  committee. 

I  have  been  farming  for  33  years,  starting  with  three  cows  and  build- 
ing from  that  point  to  the  present.  I  am  well  aware  and  can  compli- 
ment PCA  as  they  tailor  their  credit  to  fanning  operations.  They, 
many  times,  make  loans  to  young  farmers  having  only  used  equipment, 
the  current  year's  crop  and  a  plan  for  security. 

My  brothers  and  myself  formed  a  partnership  buying  land,  small  at 
first,  until  now  we  have  3,500  acres  of  land  and  have  approximately 
$350,000  invested  in  machinery  and  equipment. 

Substituting  capital  for  labor  became  a  necessity  many  years  ago. 
Today,  the  cost  of  single  pieces  of  machinery  have  increased  several 
times  in  the  past  15  years. 

In  addition  to  tliis,  my  dairy  herd  has  increased  from  three  cows 
to  now  and  the  dairy  technolt^y  has  changed  vastly  in  the  past  16 
years. 

Dairy  equipment,  milk  handling  systems,  feeding  processes  and  han- 
dlins  systems  have  completely  changed  in  the  pa^  15  years.  The  cost 
of  all  these  have  increased  at  least  nve  times.  The  cost  has  increased 
many  times  what  the  net  returns  have. 

The  returns  to  labor  and  management  have  narrowed  to  the  point 
that  unless  vou  are  big  and  efficient,  your  operation  is  at  a  loss.  For 
the  highly  levered  farmer  with  the  increase  in  interest  costs,  this  is 
particularly  true.  It  is  from  net  profit  that  capital  debt  is  retired. 
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Increased  operating  costs  for  fanning  have  placed  the  farmer  in  a 
severe  cash  flow  bind.  Npt  worths  have  increased,  bat  this  has  come 
about  by  increasing  indebtedness  to  cover  operating  costs,  capital  re- 
lilftcement  costs  and  new  capital  investments. 

There  have  been  essentially  no  adiustments  made  in  repayment  re- 
quirements as  directed  by  law,  so  the  farpier  must  extend  nis  inter- 
mediate term  debt  by  getting  the  long-term  loans.  This  increases  his 
net  cost  of  credit  due  to  closinc  costs  and  additional  interest. 

To  illustrate  the  above,  in  1960  it  took  $3.46  gross  sales  to  net  $1 
earnings.  In  inTfi.  this  had  risen  to  S6.R9  to  generate  $1  earnings. 

I  know  that  PCA  has  been  allowed  to  make  7-year  loans  begimiing 
'n  1962,  but  since  that  time  there  has  been  no  change  in  the  length  ot 
PCA  loan  maturities. 

It  seems  to  me  that  if  PCA  is  to  keep  pace  with  agriculture  as  it 
cltanges,  they  must  be  allowed  to  make  10-  or  12-year  loans  without 
i-estrictions  and  with  the  same  flexibility  that  PCA  has  built  a  strong 
reputation  on. 

Therefore,  I  would  strongly  urge  this  committee  to  attach  an 
amendment  to  the  House  bill  4782  that  would  permit  PCA  to  do  this. 

I  might  add  that  in  our  community  PCA  has  helped  a  lot  of  farm- 
ers who  otherwise  could  not  have  gotten  credit  from  banks  and  other 
lending  institutions.  So  it  has  been  very  important  to  our  community 
and  some  of  our  finest  farmers  started  with  a  small  loan  from  PCA. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Kuegel,  for  being  here, 
and  we'll  call  you  back  at  a  later  time  when  we've  finished  with  some 


Our  next  witness  is  Billy  Joe  Miles  of  Owensboro,  Ky.  Welcome, 
Mr.  Miles,  we  are  delighted  that  you  could  come  for  t)iis  hearing. 
You  may  proceed. 

STATEXERT  OF  BUXT  JOE  HUES,  HUES  FASHS,  0WEH8B0B0, 
SATIESS  COUHTY,  EY. 

Mr.  Miles.  Mr.  Chairman.  I'll  tell  you,  I  sure  do  feel  out  of  place 
here  today.  Tliis  is  the  first  time  I've  ever  testified  before  a  U.S. 
Congressman. 

I  am  Billy  Joe  Miles.  I'm  from  Owensboro,  Daviess  County,  Ky., 
and  I've  read  House  bill  4782  and  support  it. 

In  addition  today,  I  would  like  to  comment  on  the  extended  ms- 
turitp  for  PCA's  7-year  loans  to  10  or  more  yeara 

I  feel  like  I'm  qualified  to  comment  on  this  extension  for  PCA  due 
to  my  involvement  in  agriculture.  My  father  and  I  own  and  operate 
Miles  Farms,  which  is  a  farming  operation  of  6,000  acres  oi  com  and 
soybeans  in  Daviess  and  surrounding  counties. 

Along  with  the  farms,  we  have  a  business  of  selling  and  erecting 
grain  systems,  storage  buildings,  and  other  farm  buildings  for  loou 
fanners  in  the  area.  This  business  has  approximately  $2o  million  in 
gro^  sales  at  this  time. 

First,  let  me  address  the  need  for  the  longer  term  loan  as  a  farmer. 
Due  to  the  increased  costs  of  all  our  farm  inputs,  more  especiany 
the  increases  in  the  fertilizers,  chemicals  and  fuel  products,  it  is  be- 
coming nearly  impossible  to  have  sufficient  net  eanungs  to  repnr  oar 
capital  debt.  As  a  farmer  and  a  businessman,  I  realize  that  debt  for 
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capital  items  such  as  land,  buildings  and  equipment  have  to  be  repaid 
from  profits  and  not  just  money  turnover ;  and  more,  in  fact,  profits 
aftertax. 

Farmers  must  have  buildings  to  house  their  more  expensive  ma- 
chinery today  and  preserve  its  useful  life.  When  I  gradiiat«d  from  col- 
lege in  1961,  I  bought  a  6-row  International  com  planter.  I  gave 
$1,600  for  that  com  planter.  Today  I  need  to  buy  a  new  John  Iteere 
planter  to  get  around  and  farm  more.  The  same  planter  lists  for 
*-14.000,  and  if  that's  not  infiation,  I  dont  know  reaUy  what  we're 
talking  about. 

Fanners  must  have  grain  handling  and  drying  facilities  on  their 
farms  in  order  to  get  their  crops  harvested  on  time  and  not  spend 
their  entire  fall  in  lines  at  the  local  elevators.  If  you're  familiar  with 
farming,  you  know  that  in  the  fifties  we  harvested  with  two- row  equip- 
ment, probably  800  to  1,000  bushels  a  day. 

In  the  sixties  we  went  to  four-row  equipment.  We  could  harvest 
$,000  or  4,000  bushels  a  day.  Yesterday  I  started  a  new  combine  in  the 
field  that  will  harvest  15,000  bushels  a  day.  So  there's  no  way  tiiat 
we  can  take  this  grain  to  the  local  elevators.  We  have  to  store  it  on 
the  farm.  Grain  storage  also  allows  us  to  have  more  control  over 
marketing  of  our  pnrancts.  I  think  this  goes  hand-in-hand  with 
financing  our  cooperatives  so  that  they  can  sell  to  foreign  people. 

I  make  these  points  to  show  that  grain  systems  and  equipment 
storage  buildings  are  not  just  nice  additions  to  farmSj  but  they  ar« 
very  dear  necessities  of  the  larms. 

Farmers  need  the  option  to  finance  these  buildings  on  an  intermediate 
base  of  about  10  years.  The  PCA  can  aid  the  fanner  in  this  type  of 
financing  without  increasing  the  farmer's  long-term  debt  commitment. 
In  dollars  and  cents,  this  10-year  amortization  would  save  the  farmer 
about  $40,000  over  a  25-year  amortization  program  on  a  $50,000  invest- 
ment because  of  the  shorter  term  on  the  interest. 

If  I  could  pay  for  this  equipment  in  10  years,  I  would  be  in  favor 
of  saving  $40,000,  as  I'm  sure  you  would. 

Also,  most  of  the  decisions  to  erect  grain  handling  and  drying 
systems  are  delayed  until  the  crop  is  made.  We're  selling  about  three 
grain  bins  a  day  and  about  two  buildings  a  week  right  now. 

In  the  months  of  July  and  August  we  didnt  sell  any.  So  the  farmer 
traditionally  waits  until  he  has  his  crop  made  before  he  spends  his 
money. 

Then  this  time  is  a  very  important  point  in  that  the  immediate 
availability  of  the  money  is  important.  All  the  paperwork  and  the 
legal  work  that  must  be  accomplished  in  our  long-term  lending  delajjs 
this  to  the  extent  that  many  times  that  decision  is  delaySi  until 
next  year. 

We  farmers  are  all  funny  creatures.  Well  delay  it  till  next  year  and 
at  the  same  time  well  wait  and  see  what  type  of  crop  we  have  before 
we  decide  to  do  it  again. 

From  the  standpoint  of  a  businessman  selling  grain  systems  and 
storage  buildings  to  farmers,  I  have  seen  a  very  rapid  increase  in  the 
cost  of  these  buildings,  grain  bins,  legs  and  dryers. 

At  the  point  in  the  time  of  rapid  inflation  in  these  products,  their 
usefulness  has  gone  from  a  need  to  a  necessi^. 
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Today's  farmers  must  have  a  $60,000  to  $80,000  combine  to  harvest 
even  a  conservative  crop  of  400  to  800  acres,  aiid  some  of  these  larger 
machines  sell  for  up  to  $100,000. 

If  you  had  this  kind  of  investment  in  a  machine  that's  full  of  bear- 
ings and  susceptible  to  weathering  and  rust,  you  would  want  to  keep 
it  under  loof,  and  the  cost  of  this  roof  or  building  to  housa  these 
pieces  of  equipment  has  gone  from  $1  a  square  foot  in  1965  whui  I 
started  selling  buildings,  to  $4.50  today. 

This  is  related  to  the  cost  of  concrete  going  from  $18  a  yard  to  $40 
a  yard  just  in  a  period  of  4  years;  and  we've  had  the  same  prop<HrtJon- 
ata  increases  in  the  cost  of  steel  and  wire  to  go  in  the  foundatirais. 

As  a  contractor,  I  know  that  I  make  less  per  sale  in  1979  than  I  did 
in  1974  because  of  the  higher  cost  and  the  competition.  This  year  in 
my  business  I'm  showing  a  2,8  percent  return  on  the  capital  that  I  have, 
the  sales  that  I  have  this  year. 

Thus,  the  problem  is  not  in  excessive  profits  from  anyone  in  the  line. 
The  problem  is  inflation,  which  is  a  fact  of  life  today  and  means  tie 
farmer  must  have  a  slightly  longer  term  to  pay  for  these  buildings. 

The  same  story  applies  to  gram  bins,  dryers,  and  so  on.  To  erect  a 
grain  system  for  an  operation  which  has  about  600  acres  of  crop,  half 
m  com  and  half  in  soybeans,  he  needs  about  40,000  bushels  of  grain 
storage. 

This  system,  the  grain  dryer,  grain  handling  equipment,  will  run 
about  $80,000  with  the  necessities  that  he  needs.  Our  costs  for  the  larger 
more  mechanized  systems  with  bucket  elevators,  wet  storage  bins,  run 
OS  high  as  $5  a  bushel. 

Now,  $5  seems  high,  but  if  a  farmer  lets  us  lay  out  a  system  like  we 
think  he  needs,  we  will  build  for  the  future.  We'll  put  high^  capacity 
dryers,  higher  capacity  legs,  so  that  in  the  future  all  he  will  have  to 
add  will  be  his  actual  storage. 

So,  really,  we  need  to  spend  about  $5  a  bushel  for  the  system  that  a 
growing  farmer  needs  today. 

One  other  thing  that  has  added  to  the  cost  of  this :  We  sell  people 
equipment  that  wd!  last  from  35  to  40  yeai-s.  So  it's  definitely  a  pi-oblnn 
in  short- tenn  financing. 

In  summation,  I  hope  that  you  can  understand  the  necessity  for 
farmei-s  being  financed  on  a  longer  term  basis  without  going  to  the 
long-tenn  mortgages  on  their  land. 

A  farmer  wlio  acquired  land — and  I  have  several  farms  like  this— 
and  was  financed  early  in  the  seventies  at  a  rate  of  7  and  8  percent 
interest;  but  if  he  has  to  go  back  and  refinance  his  land,  it  will  cost 
12  to  14  percent  today. 

The  amount  of  overhead  will  be  increased  on  the  total  debt  ratiier 
than  just  the  grain  system  or  the  storage  building  alone. 

Farmers  need  every  break  they  can  get  in  their  debt  .structure  at 
this  time.  I  believe  the  10-year  financing  system  with  PCA  would  be 
an  answer  to  this, 

I'd  appreciate  any  question  that  you  might  have. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Miles,  we'll  call  you  back 
when  we're  finished  with  some  more  witnesses. 

Our  next  witness  is  Mr.  Allen  Harlan  of  Columbia,  Tenn. 

Mr.  Harlan,  welcome  to  the  podium  and  you  may  proceed  when 
you're  ready. 
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STAIEHEHT  OF  ALLEH  HABLAK,  FARHEB,  COLUMBIA,  HAUBT 
COTTHTT,  TESS. 

Mr.  Harlan.  Thank  you,  Mr.  Chairman.  Members  of  the  panel,  I'm 
glad  to  be  here  and  I've  enjoyed  the  testimony  so  far. 

My  name  is  Allen  Harlan.  I  am  a  fanner  m  Maury  Countv  and  have 
lived  and  farmed  there  for  30  years.  I  have  been  active  in  farm  credit 
affairs  in  Maury  and  surrounding  counties  for  about  25  years,  both 
PCA  and  Federal  Land  Banks.  I  have  loans  with  both  PCA  and  Fed- 
eral Land  Bank  at  the  present  time.  Tliey  are  very  patient  with  me. 

Due  to  the  fact  that  I  have  these  loans  and  the  above  information 
that  I  have  given  you,  I  am  of  the  opinion  that  I'm  aware  of  the  needs 
of  the  farm  credit  organizations  to  lielp  them  better  serve  the  farmer 
stockholders  in  our  area, 

I  have  read  the  proposed  legislation  introduced  in  the  House  of  Bep- 
resentativGs  by  the  Honorable  Ed  Jones  of  Tennessee,  and  I  think  the 
legislation  covers  a  wide  area  that  would  be  helpful  to  the  Farm  Credit 
System  and  to  the  farmers  in  our  State. 

I  would  like  to  mention  at  this  point  that  I  urge  and  support  the 
attachment  of  nn  amendment  to  this  legislation.  This  suggested  amend- 
ment would  remove  the  7-year  limitation  no  PCA  loans  and  extend 
our  present  type  of  loans  for  a  period  of  at  least  10  years. 

A  great  deal  of  expansion  is  occurring  in  Tennessee  and,  I  am  sure, 
in  other  States  in  the  Nation.  This  amendment  would  permit  the  PCA 
to  finance  cattle  feeding  systems,  large  hog  facilities,  layer  operations 
and  many  other  capital  improvements  as  have  been  mentioned  here 
this  morning  without  penanzing  the  farmer  by  having  to  pay  back 
this  money  in  7  years. 

I  urge  the  members  of  this  committee  to  consider  this  amendment 
that  I  mentioned  above,  this  amendment  to  this  legislation  to  include 
the  10-year  loan.  I  think  with  a  10-year  limit  on  our  loan  wc  should  be 
permitted  to  use  real  estate  as  security. 

Of  course,  as  you  know,  most  of  the  time  it's  secondary  security,  but 
it  helps  make  a  more  solid  loan  for  the  benefit  of  the  borrower,  as  well 
as  the  organization. 

Most  of  this  long-term  money  would  be  in  the  nature  of  capital 
improvements  and.  therefore,  supports  the  real  estate  loan. 

Thank  you,  sir.  I  have  enjoyed  appearing. 

Mr.  Jones  of  Tennessee.  The  next  witness  is  Mr.  Tom  Wade,  Jr.. 
of  Kenton,  Tenn. 

Mr.  Wade,  we  do  welcome  you  here  to  this  hearing.  We  appreciate 
the  fact  that  you've  taken  the  time  to  be  here. 

STATEMENT  OP  TOM  W.  WADE,  JR.,  FAEMEE,  GEAIN  ELEVATOR 
OPEBATOB,  COTTON  GINNEE,  KENTON,  TENN. 

Mr.  Wade.  Thank  you.  Mr.  Chairman,  and  Congressman  Madigan. 
I'm  Tom  Wade,  Jr.,  famieir,  country  grain  elevator  operator  and  cot- 
ton ginner  of  Kenton  and  northwest  Tennessee.  I  do  business  with  the 
Dyersburg  Production  Credit  Association,  as  well  as  the  Federal  Land 
Bank. 


ly  Google 


300 

My  written  obeervations  on  H.K.  4782  deal  specifically  with  tha  pro- 
posal to,  "Broaden  eligibility  for  financing  FLB's  and  PCA's  to  in- 
clude processing  and  marketing  activities  directly  related  to  the  a|^li- 
cant's  farm,"  and  so  forth. 

In  the  interest  of  time  and  to  summarize  my  testimony,  I  believe 
that  the  addition  of  bhe  amendment  which  will  allow  the  farmer's 
own  credit  institutions,  the  Production  Credit  Associations  and  the 
Federal  Land  Banks,  to  provide  credit  for  their  members'  processing 
and/or  marketing  businesses  beyond  present  limitations  will  result 
in  a  more  sound  and  constructive  credit  service  where  these  needs  exist 
and  will  contribute  positively  to  assure  that  such  combined  ventures 
make  economic  sense  for  farmers  and  ranchers  and  rural  America. 

Thank  you  ve^  much. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Tom,  for  being  here 
with  us,  and  that  was  a  good  statement. 

[TSiie  prepared  sbitement  of  Mr.  Wade  follows :] 
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Tea  H.  Had*,  Jr. 

Mr.  dialiBui  and  H^diari  of  th»  Ttiilii  iilll»«.  I  •■  Tern   H.  Wads,  Jr., 
faiBBE,  coontry  ^rain  alavator  opaEator,  and  cotten  glnnar  of  Kancon,  Tann- 
•■•••.   TiM  Dyaraburg  ProdDCtlon  Ccadlt  hasoclatisn ,  wlch  whca  I  do  bualiwaa 
and  Ktilch  aarvaa  w^   araa,  conca  aix  countlaa  in  HorthiMat;  Tannaaaea,  larving 
JSOO  fanMT*  and  agrl-buainesses.   Thank  you  for  thii  opportunity  to  piaaant 
•oaw  of  IV  vlava  coneamlng  BR  4TB2,  tha  Taxm   Cradit  Act  IBaenawnf  of  19T9. 

Hy  obaarvation*  on  BR  4TBZ  daal  apeclflcally  with  tha  proposal  to 
"bxoadan  allglhillty  for  financing  FUa  and  PCAa  to  Includa  processing  and 
aaxkattng  aotlvltlaa  dlraetly  ralatad  to  tha  applicant'a  fara,  ranch  or 
aquaUo  oparattona  and  thoaa  of  othar  bona  fida  faiaara,  ranchara,  or  aquatic 
producara,  laavlng  to  sach  dlatrict  board  tha  authority  to  aat  wedfic  policlea 
on  tha  l^lsaaotatian  of  thli  opportunity  under  regulations  eatablishad  by  tha 
Federal  Faia  Credit  Board*. 

ha   I  laa  thla  prqposal  of  HH  4781,  aouwhat  libaralliad  financing  of 
faraara'  prooaaaing  and  Barkatlng  actiTltiaa  would  be  of  great  benefit  to  tha 
■gricultoial  li  dimity.  Ihara  ia  no  quaation  but  that  l^ovad  prooaaaing  and 
■arketing  faoilitlaa  for  agrlcultoral  Bii»odltiea  aaka  for  higher  prioaa  and 
profits  for  tha  iwarloan  taraar.  On  tha  othar  hand,  I  bellere  that  the  con- 
trola  built  Into  tha  Jtaanteent,  vharaby  regulatory  authority  ai^  district 
boarda  aat  landing  lialts,  praoluda  cha  poaalblllty  of  atraying  froa  the  gen- 
eral purpoaa  of  tha  Fara  Credit  Syatsa  lAlcl)  ma  *to  laprova  the  incOM  and 
iMll-balng  of  Itaarloan  faraara  and  ranchara. by  fumlahlng  aound,  adequate ,  and 
conaCrucClve  cradit  and  oloaely  related  sarvlcas  to  tbsB,  thalr  cooperatives, 
and  to  aalactad  fara  ralatad  businaaaaa  naceaaary  for  efficient  fara  oparatlcna . * 

I  vould  111c*  to  deal  with  aiy  omi  paraonal  eltuatlon  for  a  few  maienta.  PCA 
and  thalr  *Go  Ahead*  philoaophy  haa  playad  no  aaall  part  in  tlH  obtaining  of  my 
turn   little  allc*  of  *Tha  Aswrican  DraaB'.   Hy  operation  conelsta  of  2,000  acrea 
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at   fam  land,  gcailtiq  com,  ■oybeani,  cotton,  and  atratabaTrlas.  as  Mall  as 
cotton  qinnlnq  and  country  grain  alevatoe  cperaticoa. 

For  •  good  Bany  yaaiB,  PCh  has  baan  financing  pact  of  tiM  soybaaa,  com, 
and  Hliut  invaotory  of  ay  grain  oparation.  And,  as  you  can  iBaginc,  all  tha 
pEOduca  of  my   land  is  procasaad  and  Barkatad  through  ay  own  buainaaaaa.   Ma 
■tactad  out  with  a  PCA  line  of  sadit  of  STSO.OOO.OO  and  hava  gradually 
■ockad  u{>  to  a  llna  of  credit  of  $1,250,000.00.   I  hava  baan  iofonad  that 
■y  Una  of  cradle  is  baing  cue  drastically  because  ay  local  PC*  office  la 
being  required  to  adhere  specifically  to  the  50«  liaitation  clause.   This 
has  graatly  affactad  my   entire  i^ieEBtion.   Naturally,  ay  dadsions  bava 
bean  made  with  tba  sxpaetatioo  of  at  least  tha  sum  line  of  credit  Hhlch 
has  been  available  to  aa  and,  in  (act,  I  had  hcyed  that  it  vould  be  raiaad 
In  future  years  c<«aisn8urate  with  Inflation,  in  the  past  ay  line  of  credit 
vith  PCh  had  not  kept  pace  with  Inflation,  but  hs  vara  hoping  that  this  would 
bs  corrected  in  tha  future,   instead,  suddenly  I  find  ^aalf  having  to  aaka 
arrang^Hnta  vith  city  banka  for  aoney  at  auch  higher  intarsst  rstaa.   TtMBS 
higher  interest  ratea,  availability  of  funda  and  split  security  are  only  m 
ten  at   the  problsas  in  having  split  lines  of  credit.  Naturally,  theae  added 
expenses  and  inconvaniancss  havs  to  be  absorbed  by  the  local  faraer.  niaaa 
ore  laportant  raasona  irtiy  I  need  a  dependable  and  a  broadwMd  line  of  credit 
to  sarva  ay  aaveral  hundred  faraars  in  ay  six  county  trade  area. 

In  ttorthwaat  Tennaasae,  corn  and  lAiaat  can  be  sold  to  auch  battar  advan- 
tage by  rail.  Railroad  sarvlca  Is  sporadio  at  bast,  and  quite  often  «•  have 
to  hold  grain  for  considerable  periods  of  tlae  waiting  for  rail  equipaent  to 
beccaa  available.  Faraars  tend  to  sell  gralija  in  spurts,  aeoording  to  aarkat 
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PoE  chaa*  laaaona  and  on  tha  aticn^th  ot  ay  calationahip  ulth  PCK.  I 
Increased  the  size  of  ny  elevator  operation  considerably  earlier  this  year 
and  added  several  new  tnicha  to  sy  grain  hauling  fleat. 

CSwioualy.  there  Is  a  strong  posaibillty  that  my  expansions  this  year 
Bight  have  been  postponed,  or  at  laaat  cut  back,  had  m  kncwn  less  aoney 
■Duld  be  available  frca  PCk  for  filling  Cha  new  bins  with  grain. 

To  Bumarize  ay  own  particular  situation,  I  would  like  to  point  out 
that  the  limltsd  authority  I  aa  MM  under  not  only  affects  By  operation,  but 
also  tha  nany  faraers  I  serve  in  this  area.   I  strongly  feel  if  I  could  re- 
ceive a  dspandable  and  adequate  line  of  crsdlt  shich  ay  operation  requirea, 
the  net  result  would  bring  an  increase  in  prices  for  th*  faraers'  products. 

He  believe  the  addition  of  the  aasndaent  which  will  allcM  the  fsraars' 
and  ranchers'  own  credit  Instlcutlonsi  tha  Production  Credit  Associations  and 
the  Federal  I^nd  Banks,  to  provide  credit  lot   their  aaabera'  procsssing  and/or 
aarketing  buBinesaes  beyond  present  liaitations  will  result  in  a  Bore  sound 
and  constructive  credit  aarvica  where  these  needs  exist,  and  will  contribute 
positively  to  assure  that  such  ccabined  ventures  Bake  the  beet  econonic  sense 
tor  laraera  and  ranchers,  and  rural  Anarlca. 

I  believe  the  Fara  Credit  Eysten  Is  the  beat  systaa  on  aarth  and,  within 
reasonable  bounds,  anything  that  is  good  for  tha  Aaerican  faraar  is  good  (or 
Mwrlca  and  the  world. 
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Mr.  JoxES  of  Tennessee,  Our  next  witness  is  Sir.  Bobert  Wooten  of 
Jliinford,  Tenn.  Welcome.  Eobert.  We  are  glad  tliat  you  could  take  the 
time  to  be  with  us. 

STATEMENT  OF  B.  H.  WOOTEN,  FABHEB,  HTTNTOBD,  TEHN. 

Mr.  WooTEX.  Hon.  Ed  Jones,  chairman  of  the  Subcommittee  on  Con- 
servation and  Credit : 

I  am  Robert  Wooten  from  Mimiord.  Tenn..  Tipton  County.  I'm  a 
farmer.  I  hnve  farmed  nil  my  life.  I  have  farmed  cotton,  beans  and 
cattle,  and  I'm  at  the  present  time  chairman  of  the  board  of  the  First 
Tennessee  Production  Credit  Association  of  Covington,  Tenn. 

I  speak  to  you  on  behalf  of  the  fanners  of  this  country  who  have  a 
vital  interest  in  the  legislation  introduced  by  you,  Mr.  Chairman,  re- 
garding the  Farm  Credit  System. 

Tlie  legislation  is  needed  by  today's  farmer,  but  there  is  one  item  that 
is  not  in  the  proposed  bill  that  is  a  must  for  the  farmer,  and  that  is 
i-emoving  of  the  7-yenr  limit  on  the  term  of  loans  made  by  the  pro- 
duction credit  associations. 

The  term  should  be  for  at  least  10  years.  The  farmer  is  caught  in  an 
intlntion  spiral  that  has  his  expenses  increasing  by  20  or  more  percent 
each  year. 

With  this  in  mind,  he  cannot  possibly  retire  capital  investments  such 
as  grain  bins,  swine  and  poultry  facilities,  silos,  equipment  sheds, 
needed  conser^'ation  practices  or  many  other  needed  projects  over  a 
7-year  period. 

It  is  time  to  modernize  the  Production  Credit  Associations  so  they 
can  continue  to  provide  the  type  of  customized  credit  they  have  been 
known  for. 

Thank  you,  sir. 

Mr.  JoxEs  of  Tennessee.  Thank  you  very  much,  Robert.  We  appre- 
ciate your  testimony  and  your  interest. 

The  next  witness  is  Mr.   Flavins  A.   Barker  of  Dunlap,  Tenn. 

Mr.  Barker,  welcome.  We  appreciate  the  fact  that  you  could  come 
from  Dimlap  to  Memphis  for  appearances  here  today.  I  think  Mrs. 
Bouquard  is  your  Representative,  isn't  she? 

Mr.  B.M1KER.  That's  right.  She's  doing  a  good  job  for  us. 

STATEHENT  07  FLAVIUS  A.  BAEEER,  DAISY  AND  OBAIN  FABHER, 
DTTNLAP,  TENN. 

Mr.  Barker.  Congressman  Jones,  Congressman  Madigan,  I  came 
here  to  support  the  10-year  loan  for  PCA's. 

I'm  Flavius  A.  Barker,  a  dairy  and  grain  farmer  from  Dunlap, 
Tenn.,  and  have  been  active  in  farm  organizations  for  a  number  of 
years .  I  have  served  on  the  board  of  directors  of  Chattanooga  PCA  for 
14  years  and  am  presently  serving  as  president  of  the  Tennessee  Fed- 
eration of  PCA's.  I  have  also  been  active  In  the  Farm  Bureau,  having 
served  17  years  as  a  county  president  and  10  years  on  the  Tenneesee 
Farm  Bureau  board  of  directors. 

I  enjoy  trying  to  make  life  better  for  rural  America.  This  is  the 
only  reason  I  am  here  today,  to  ask  for  a  10-year  loan  for  PCA.  Farm 
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people  have  a  great  need  for  a  10-year  ]oan,  especially  the  yaang  farm- 
ers just  getting  started.  It  is  an  advantage  to  the  fanner  to  keep  as 
much  of  his  short-  and  intermediate-term  credit  in  one  place  as  much 
as  possible.  With  a  10-year  limit,  PCA  could  serve  bis  needs  much 
better. 

In  today's  farming,  increased  term  financing  must  come  from  some 
place.  PCA  with  their  office  facilities  and  staff  already  established 
can  do  this  with  very  little,  if  any,  extra  cost.  Over  the  last  several 
years,  farmers'  income  and  expenses  have  gotten  closer  and  closer  to- 
gether, leaving  him  fewer  dollars  to  finance  capital  purchases. 

With  this  squeeze,  it  has  become  a  must  to  have  longer  terms  on 
some  purchases.  A  few  of  these  are  buildings,  fences,  concrete  lots, 
pipeline  milkers,  bulk  tanks,  large  combines  and  tractors  and  conserva- 
tion practices  such  as  drain  tiles,  ditch  buik  improvements,  land  level- 
ing, sod  planting,  tree  planting  and  so  forth.  With  interest  costs  get- 
ting higher  and  higher,  more  and  more  of  the  payments  go  for  interest 
and  less  for  principal.  The  production  credit  associations  are  in  busi- 
ness to  serve  the  short-  and  intermediate-term  credit  needs  of  farmers. 

Over  the  years  it  has  been  necessary  to  redefine  the  time  limit  which 
constitutes  an  intermediate  term  loan  to  reflect  the  changes  which 
have  taken  place  in  the  past  3  or  so  years. 

During  this  time  of  heavy  inflation,  it  would  be  to  the  advantage 
of  the  average  farmer  to  extend  to  10  years  the  intermediate  term  loan. 
This  will  increase  his  ability  to  repay  his  debts  within  the  time  limit  set 
by  a  major  farm  credit  lender. 

If  you  want  to  ask  any  questions,  I'll  be  around. 

Mr.  JoNxs  of  Tennessee.  Thank  you  very  much,  Mr.  Barker.  We  do 
appreciate  that  statement. 

Our  next  witness  is  Mr,  Ed  Townsend  of  Paris,  Tenn. 

Ed,  welcome  to  the  hearing. 

fflATEHENT  OF  ED  TOWITOEKI),  FABIS,  TENN.;  MEMBER,  BOABO 
OF  SIBECTOBS,  7ACE&0H  PBOSUCTION  CBEDIT  ASSOCIATION, 
JACKSON,  TENN. 

Mr.  Townsend.  Thank  you,  Mr.  Chairman,  and  your  colleague, 
Mr.  Madigan.  I  feel  that  it's  a  privilege  and  an  opportuni^  for  me 
to  be  here  to  speak  to  you  today. 

I'm  Ed  Townsend  from  Paris,  Tenn.  I'm  a  full-time  fanner;  not 
as  large  a  farmer  as  some  of  the  farmers  that  have  appeared  here 
today,  but  I've  been  able  to  make  a  living  and  I  guess  that's  about 
all  we  need.  We're  not  going  to  take  anything  with  us.  I'm  also  a 
member  of  the  Jackson  Production  Credit  Association  at  Jackson, 
Temi. 

I've  read  and  studied  the  proposed  legislation,  H.R.  4782,  and  I  feel 
that  this  legislation  would  be  helpful  to  the  Farm  Credit  System  and 
to  our  farmers  in  our  State  and  to  the  general  public. 

I  do  not  feel  qualified  to  speak  on  all  the  segments  of  this  proposed 
legislation,  because  I  feel  that  many  specialists  have  gone  into  making 
this  proposal,  and  I'm  not  one  of  the  specialists.  I  don't  like  to  be  callecl 
a  specialist  anyway,  because  I've  heard  a  lot  of  different  definitions 
of  specialists.  I  won't  go  through  all  of  those. 
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But  I  strongly  feel  that  the  proposed  legislation  should  be  amended 
so  that  PCA'S  could  make  a  10-year  loan  on  a  regular  basis  for  the 
following  reasons.  My  testimony  is  going  to  be  brief  because  I  realize 
that  your  time  is  important  here  and  I  don't  plan  to  take  up  a  lot  of 
your  time. 

The  net  profit  in  some  farming  operations  is  so  small  that  additional 
time  is  needed  for  the  payment  of  capital  debts,  such  as  eq^uipmeut, 
land  clearing,  soil  conservation  practices,  buildings,  grain  bms,  silos, 
breeding  stock  and  of  course  others.  For  example,  the  recent  drastic 
increases  in  cost  of  fuel,  interest  rates,  labor,  electricity,  general  sup- 
plies place  an  unexpected  burden  and  hardship  on  many  farmers  to 
meet  obligations  that  were  made  as  recently  as  2  or  3  years  ago. 

To  f  urUier  emphasize  these  comments,  2  years  ago  I  went  into  a  hog 
operation,  not  anything  elaborate,  small  compared  to  a  lot  of  people, 
$60,000  capital  investment,  wliich  is  a  very  small  operatitMi  in  tliis  day 
and  time,  but  about  as  big  as  I  can  handle.  Of  course,  I  had  to  borrow 
the  money  from  Production  Credit.  That  is  a  capital  item.  I  estimated 
the  cost  of  production  of  pork  at  that  time  as  about  25  cents  per  pound, 
and  I  believe  that's  about  what  most  people  estimated  the  cost  of  pro- 
duction of  pork.  Today  I  estimate,  and  with  other  people  and  I  believe 
we  agree,  that  the  cost  of  production  of  pork  is  about  35  cents  a  pound 
today.  Of  course,  2  years  ago  the  price  of  pork  was  near  the  50-cent 
mark  per  pound,  and  today  it  is  near  the  35-cent  mark. 

So  you  can  readily  see  that,  there's  very  little  left  in  net  operati<Hi 
from  a  hog  operatitm  to  pay  back  capital  debts. 

That's  the  position  that  many  of  the  farmers  in  our  area  are  in  today. 

I  realized  when  I  went  into  this  operation,  I  expected  some  fluctua- 
■tion  in  the  hog  market.  I've  farmed  for  30-some-odd  years,  and  I  ex- 
pected soma  inflation;  but  111  have  to  admit  that  I  didn't  expect  t^e 
inflation  that  we've  had  in  the  last  2  years.  I  didn't  expect  the  mcrease 
in  fuel  cost,  the  cost  of  money ;  all  the  cost  of  operation  has  increased 
about  30  to  40  percent  actually  over  the  past  2  years. 

So  it  does  put  us  in  a  bind  as  far  as  repaying  capital  items  off. 

I  think  that  aU  farmers  would  like  to  keep  tlieir  loans  current.  I 
know  that  I  do.  I  like  to  pay  them  off  as  fast  as  I  can.  Because  Tve  got 
a  7-year  loan  doesn't  mean  I  wouldn't  pay  it  off  in  6,  if  I  could;  but 
at  the  same  time,  I  think  it  would  be  helpnil  to  fanners  to  have  the  op- 
portunity to  extend  capital  indebtedness  over  a  longer  period  of  time 
under  the  present  situation  that  we  have  today. 

Reason  No.  2, 1  think  farmers  should  have  the  opportunity  to  choose 
a  loan  for  capital  purchases  with  10-year  repayment,  whwi  needed, 
from  the  same  source  that  he  is  (^>taming  the  capital  he  has  bortowed 
from. 

I  like  it  that  way.  I  don't  know  whether  everybody  does,  but  if  I  can 
kind  of  do  busineaa  with  the  same  people,  it  kind  of  helps  me  keep  my 
finances  balanced.  1  think  the  people  that  can  handle  a  lO-year  loan  ona 
capital  item  should  have  that  opportunity  to  borrow  money  from  the 
same  people  they  borrowed  their  operating  capital  frtMn. 

Third,  many  of  our  competitors  outside  of  the  Farm  Credit  Syrtwn 
are  making  available  longer  term  loans  on  capital  investmeirts,  which 
puts  FCA^,  my  Iwider,  at  a  disadvantage. 


ly  Google 


307 

Fourth,  loans  are  availablB  with  first  or  Becood  mort{;Bges  cm  real 
estate  for  periods  up  to  40  years,  and  while  these  are  neoessarj,  there 
is  a  larger  percentage  of  capital  credit  that,  a  farmer  can  handle  oa  a 
10-year  basis  without  having  to  mortgage  his  home  and  farm. 

The  farmer  neeas  to  have  a  choice  as  to  where  he  wants  to  do  busi- 
ness in  this  matter. 

For  the  above  reasons,  which  are  brief,  and  I'm  sure  there  are  many 
others — I  know  there  are — I  strongly  urge  you  to  consider  the  10-year 
loan  for  PCA's. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Ed,  for  tiiat  sood 
statement.  We  appreciat«  your  presence  here  and,  as  I  said,  well  call 
yoQ  back  for  some  questions. 

[The  following  correspondence  was  submitted :} 

House  or  ttspsaaarrA-nvEa, 

State  ow  l^s  ribbon 
Naihvfae,  Tmn,,  October  S,  t9T9. 
Bon.  Bd  Johkb, 
V.8.  Botue  of  Repretentattvet, 
Farm  Creiit  Bvhcommittee,  MemphU,  Tenn. 

D£AB  Ed  ;  As  rou  are  well  sware  of  tbe  BDbcommlttee  70D  are  currently  serving 
on  Is  investigating  tbe  possibilities  of  expanding  tlie  Prodnctlon  Credit  Associa- 
tion's present  7-rear  maximnm  term  of  credit  to  a  proposed  lO-yesr  maximnm 
term. 

Being  a  farmer  as  well  as  an  owner  of  a  local  farm  macUnery  dealership  I  can 
foresee  some  advantages  tbat  coold  be  brought  about  to  the  farmer.  Tbese  advan- 
tages b^ng  that  the  PCA's  could  provide  mncb  needed  competition  to  tbe  local 
banks  in  tbe  case  of  abort  term  real  estate  financing. 

I  feel  that  tbe  work  jon  are  doing  will  bave  s  great  Impact  on  tbe  fanning 
communltj  of  which  I  am  a  part.  I  BUiq;iort  and  am  very  mncb  in  favor  of  tnpHng 
these  term  changes  as  soon  as  possible. 
Very  truly  yonrs, 

BOBEBT   S.    SUlUHOe, 

Bepretentative.  aoth  RepnimtaUve  DUMct. 

Mr.  J0NZ8  of  Tennessee.  Our  next  witness  is  Charles  McCty  of 
Dyersburg,  Tenn. 

Charles,  welcome  to  the  podium. 

STATEUEHT  OF  CHASIES  UcOtT,  EXECUTIVE  DIRECTOR,  KA- 
nOHAI  ASSOCIATION  OP  HIHORITT  AaBIBUSERESS;  DTEBB- 
BintO,  TEN5. 

Mr.  McCrt.  Yes,  sir,  thank  you,  Mr.  Chairman,  and  to  you.  Con- 
gressman Madigan,  and  to  the  distinguished  staff  of  this  committee. 

Ladies  and  gentlemen,  I'm  reminded  now  of  a  few  weeks  ago  when 
I  was  preparing  a  sermon  over  the  weekend,  and  I  got  there  Sunday 
morning  and  had  to  change  it  all. 

In  order  to  present  to  you  a  factual  and  a  brief  plight  of  the  farmer 
and  a  minority  agribusiness,  I  am  executive  director  of  the  National 
Association  of  Minority  Agribusiness,  a  Tennessee-based  corporation. 

I  would  like  to  yield  at  thi<!  time  to  our  president  who  has  a  factual 
pte-sentation.  You  may  find  that  this  is  somewhat  different  than  the 
House  Bill  or  the  proposed  amendment,  but  certainly,  you  will  find 
tbat  it's  quite  interesting. 
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At  this  time,  Mr.  Congressmftn  and  you,  sir,  I  present  Mr.  Thomas 
Iturrell,  president  of  the  National  Association  of  Minority  A^ri- 


Mr.  Jones  of  Tennessee.  Welcome,  Mr.  Burrell. 

Mr.  BoBBEix.  Thank  yoa. 

Mr.  Jones  of  Tennessee.  Do  you  have  a  written  copy  of  your  speedit 

Mr.  Bdbr£u-  Not  pi-esent  with  me  today,  sir,  but  I  may  fumioi  that 

STATEXENT  OT  IHOUAS  BUBKELL,  FBESISEHT,  HATXOHAL 
ASSOCIATION  OF  UIHOBITT  AaBIBUSIHESS 

Mr.  BuBBELt.  Thank  you,  sir. 

My  name  is  Thomas  Buii'ell.  I'm  delighted  that  you  have  afforded 
us  the  opportunity  to  m&ke  the  pi'esentatmn  here  today.  Hopefully,  it 
will  have  some  impact  on  the  proposed  legislation;  at  least-,  we  hope 
that  it  will  affect  minority  agribusinesses. 

I  am  the  president  of  the  National  Association  of  Minority  Agri- 
Business,  which  is  a  Tennessee-based  organization.  We  have  members 
in  Arkansas,  Tennessee,  and  Mississippi.  I'm  also  a  board  chairman  of 
an  Atlanta-based  organization,  the  Emergency  Land  Fund  and  the 
National  Association  of  Land  Owners. 

The  problem  that  the  organiaztions  that  I  have  identiBed  are  dealing 
with  basically  is  the  problem  associated  with  small  farmers  and  in  par- 
ticular, small  black  farmers.  Farmers,  whether  they  be  small,  laree, 
black  or  any  other  size  or  cate^ry,  have  basically  one  particular  prob- 
lem, and  that  is  not  so  much  with  credit,  as  we  would  like  to  think,  but 
with  sales;  and  the  problem  that  most  of  the  black  farmers  are  having 
is  with  the  problem  of  being  able  to  increase  sales  to  the  extent  that 
they  can  am>rd  or  render  the  type  of  repayment  that  the  lending  in- 
stitutions require. 

Repayment  is  the  problem,  not  so  much  here  again  as  it  exists  for 
not  Imowing  what  to  produce.  A  lot  of  the  farmers  that  we  talk  to  and 
the  problems  that  we  have  identified  is  not  so  much  not  knowing  what 
to  produce,  but  is  being  able  to  acquire  the  capital  to  in  fact  do  what 
we  know  ought  to  be  done. 

Second,  as  it  relates  to  the  1978  Agricultural  Credit  Act,  there  are 
some  provisions  there  that  seem  to  have  good  merit  to  the  average  smijl 
or  black  farmer  in  particular,  but  because  they  are  dependent  upon  a 
participatory  relationship  with  an  existing  financial  institution,  par- 
ticularly a  commercial  bank;  and  historically,  these  individuals  have 
not  been  able  to  take  advantage  of  the  services  of  these  particular 
banks. 

A  case  in  point :  I  think  the  operating  budget  under  that  act  specifies 
that  an  individual  applicant  is  eligible  for  up  to  $200,000,  $100,000 
of  which  is  directly  from  the  Farmers  Home  Administration,  and  the 
second  $100,000  is  dependent  upon  being  able  to  get  this  money  guar- 
anteed from  a  subordinated  source. 

To  the  extent  that  historically  these  individuals  have  not  been  able  to 
take  pdvantajre  of  the  provisions  or  the  services  of  other  lending  in- 
stitutions, on  the  one  hand,  and  granted  that  the  costs  associated  with  a 
farming  operation  or  the  amount  of  capital  that  is  needed  to  maintain 
a  profitable  farming  operation  exists,  then  that  option  is  not  a  real 
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option,  sir.  I  think  somebody  mentioned  this  morning  that  there  is  a 
need  for  some  type  of  facilitating  agent,  and  it  Is  in  fact  a  need  for  a 
facilitating  agent,  an  agent  to  In  fact  complement  some  of  the  provi- 
sions and  Uie  taods  that  exist,  particularly  through  the  Fanners  Home 
Administration. 

One  of  the  largest  problems,  and  it  here  again  relates  to  sale,  is  the 
individual's  inability  to  obtain  the  amount  of  funds  that  are  in  fact 
necessary  to  do  the  practices  that  we  know  need  to  be  done  and  that 
we  know  will  lend  themselves  to  high  yields. 

As  we  mentioned  before,  sales  is  a  function  of  both  yield  and  price. 
On  the  average,  your  average  black  farmer  is  more  or  less  put  in  a  po- 
sition to  where  his  sales  are  consummated  at  the  day  of  harvesting.  This 
will  affect,  also,  the  overall  sales  and  ultimately,  lus  repayment  abili^. 

The  inputs  that  most  of  the  individuals  need,  at  least  one  of  the 
most  important  inputs,  is  time. 

One  of  the  complaints,  and  the  observation  that  we  have  made,  is 
that  the  individuals  are  not  being  able  to  receive  the  amount  of  money. 

We're  saying  that  the  amount  of  money,  the  $100,000  or  the  $200,000, 
or  even  less,  is  not  necessarily  the  issue ;  but  the  amount  of  money  given 
or  being  distributed  at  a  time  when  it  will  in  fact  make  the  individual 
more  efficient  to  increase  his  sales,  because  we  also  find  that  some  of 
the  farmers  are  not  necessarily  denied  certain  inputs,  but  they  find  it 
(difficult  to  receive  these  inputs  because  of  the  fact  that  they  do  not  re- 
ceive the  funds  in  time. 

Also,  we  were  talking  about  plnnning.  The  problem  that  the  delays 
in  receiving  fimds  has  is  directly  related  to  planning.  When  an  indi- 
vidual plans,  his  decisions  are  likely  to  be  improved,  and  if  decisions 
are  postponed  until  absolutely  necessary,  then  mistakes  will  be  made. 

We're  not  saying  that  planning  will  avoid  mistakes,  but  better 
planning  decisions  should  be  made  if  the  problem  is  ^udied  carefully 
in  advance. 

Planning  also  coordinates  and  encourages  coordinated  thinking 
and  develops  standardsf or  future  performance. 

We're  saying  that  to  the  extent  that  the  planning  must,  precede 
the  doing  in  most  cases;  but,  however,  with  the  latency  oi  funds 
the  doing  is  almost  at  a  time,  for  all  intents  and  purposes,  toolate 
to  make  those  planning  decisions  upon  which  our  profitable  yields 
and  outputs  are  dependent  upon. 

Also,  I  hear  a  lot  of  statements  being  made  particularly  about  the 
Production  Credit  Associations.  One  of  the  problems  that  we  have 
identified  with  the  Farm  Credit  Administration  is  that  the  track 
record  with  the  production  credit  is  such  that  the  younger  black 
farmers  have  difficulty  receiving  credit  from  them  and  that  the  trend 
seems  to  be  that  they  are  not,  more  or  less,  loaning  funds  to  young 
farmers  in  particular. 

However,  granted  that  the  age  limitation  is  somewhere  around  54 
years  of  age,  the  future  black  farmers  have  an  extreme  difficulty  being 
able  to  find  sources  from  other  lending  institutions. 

T  would  also  like  to  ask — and  von  have  already  made  provisions 
for  this,  to  afford  us  an  opportimitv  to  put  some  other  problems  in 
perspective ;  but  in  the  interest  of  time,  we  appreciate  what  you've 
done  so  far. 

Thank  you. 
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Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Tliomas. 

The  next  witness  is  Larry  Davis  of  Covington,  Tenn. 

Mr.  Davis,  welcome,  and  X  might  say  that  the  next  witness  following 
Mr.  Davis  is  G.  C.  Cortright,  and  I  just  say  that  in  order  to  get  you 
ready. 

STATEMENT  OP  lARBT  DATI8,  MEfpn-iit,  FEDERAL  LAHB  BAIK 
ASSOCIATIOH,  COVINGTOH,  TEHV. 

Mr.  Davis.  Thank  you,  Mr.  Chairman,  Congressman  Jones.  It's  good 
to  be  here  with  you  today. 

I'm  liarry  Davis.  I'm  a  fanner  from  Covington,  Tenn.  Again,  I 
i-eally  appreciate  this  opportunity  to  be  here  to  give  you  my  views  con- 
cerning H.E.  4782. 

My  farm  operation  covers  990  acres,  of  which  320  are  owned.  I 
have  to  make  a  living  on  730  of  these  acres,  because  the  rest  of  it  is 
woods,  fence  rows  and  that  type  of  thing  that  hasn't  been  cleared. 
My  main  crops  are  soybeans,  wheat,  and  com.  I  am  a  borrowing  mem- 
ber of  the  Federal  Land  Bank  Association  of  Covington,  which  is  in 
the  Fourth  Farm  Credit  District. 

The  Federal  Land  Bank  of  Louisville  has  58,000  mortgage  loans 
in  excess  of  $3  billion  in  the  four  States  of  Tennessee,  Kentucky,  Ohio, 
and  Indiana,  which  make  up  our  district. 

The  Federal  Luid  Bank  of  Louisville  is  part  of  the  national  Fann 
Credit  System  which  provides  about  $50  billion  or  one-third  of  the 
Nation's  total  agricultural  credit.  As  you  can  see,  it's  a  primary  sooroe 
of  credit  to  farmers  like  me. 

In  1978  I  purchased  a  175-acre  farm  about  a  mile  from  my  home. 
The  Federal  land  bank  provided  the  first  mortgage  money  and  FHA 
provided  the  second  mortgage  money  that  I  needed  to  make  this 
purchase. 

I  couldn't  have  taken  advantage  of  this  opportunity  without  the 
long-term  financing  abilities  that  these  two  a^ncies  luid,  plus  their 
ability  to  work  together  in  a  joint  loan  like  this  to  ^ve  me  near  100 
percent  financing. 

The  young  farmer  or  low  equity  farmer  today  needs  near  this  100 
percent  financing  ability  when  he  goes  into  the  purchasing  of  land. 
He's  just  not  able  to  do  it  without  it. 

The  ability  of  the  Farm  Credit  System,  I  feel,  to  help  young  &rm- 
er's  problems  or  other  farmers  that  are  low  in  cash  or  low  in  equity  has 
been  hampered  as  of  the  middle  of  1978.  At  that  time  FHA  dianm- 
tinued  5  percent  loans  on  land  purchases  and  started  directing  half  of 
their  funding  for  giiaranteed  loans  through  other  lenders. 

If  the  law  which  limits  the  Federal  land  bank  presently  to 
financing  of  85  percent  of  the  appraised  value  of  a  land  tract  is  not 
changed,  I  feel  like  Congress  will  be  preventing  many  young  farmers 
from  establishing  the  foundation  of  owned  land  that  they  need  for  a 
sound  future,  and  will  be  preventing  the  Federal  land  bank  from 
meeting  the  increased  credit  needs  of  its  members. 

If  this  law  is  removed  to  allow  Federal  land  banks  to  loan  in  excess 
of  that  85  percent  limit,  I  think  this  would  allow  the  land  banks  to 
make  the  loans  and  FHA  could  guarantee  whatever  their  limits  will 
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allow,  and  then  farmers  will  continue  to  build  a  solid  foundation  for 
their  operations  through  land  purchases. 

I  believe  if  you  look  around,  the  soundest  farmers  in  the  countrr 
are  the  ones  that  have  a  fair  percent  of  the  land  they  operate  as  owned 
land.  I  think  this  is  the  thing  that  gives  the  farmer  the  stability  over 
the  long  haul,  and  I  feel  like  this  is  the  farmer  that's  the  backbone 
of  our  agricultural  situation  in  this  country. 

Over  the  past  several  years,  the  land  oanks  nationally  have  used 
the  coordinated  joint-type  program  to  loan  $1.23  billion  to  20,000 
farmers.  I,  for  one,  really  have  appreciated  this  type  program.  It'B 
been  a  big  help  to  getting  me  established  in  a  farmine  program. 

As  I  say,  this  is  my  second  year  in  farming  on  a  lull-time  basis. 
It's  been  one  of  my  goals  to  be  a  successful  farmer,  I  guess  for  16  or 
20  years,  as  long  as  I  can  remember. 

I  do  strongly  favor  H.R,  4782,  which  would  amend  the  Credit  Act 
of  1971  and  allow  Federal  land  bank  loans  to  exceed  8S  percent  of 
the  appraised  value  of  the  security  when  the  loan  is  guaranteed  by 
Federal,  State  or  other  agencies. 

I  am  also  strongly  in  favor  of  the  following  major  proposals  of 
that  biU: 

First,  the  one  concerning  cooperative  eligibility,  which  would 
lower  the  farmer-member  engibihtv  requirement  for  bank  for  CO* 
operative  financing  to  60  percent  of  tne  voting  members  or  such  bi^ier 
percent  as  district  boards  may  establish. 

This  would  give  the  co-ops  more  flexibility  and  allow  them  to  serve 
the  interest  of  the  farmers.  It  would  leave  the  co-op  under  farmer 
ctmtrol  with  the  60  percent,  and  it  would  also,  I  guess,  make  the  co- 
operative and  the  advantages  of  it  available  to  other  people  who  ate 
not  farmerSL 

The  second  prc^Msal  I'd  like  to  see  that's  in  the  bilL  the  one  which 
would  allow  Federal  land  banks  and  Production  Credit  Aasociationf 
to  expand  their  financing  of  proceenng  and  martnting  aetivitieB  of 
farmers. 

I  think  marketing  and  processing  has  become  orer  the  laot  10  to  U 
yemis  a  mndi  more  important  part.  We  realize  this  is  a  definite  jMit 
of  our  operation  that  we  have  to  be  involved  in,  and  financing  u  m 
important  part  of  it.  I  think  this  bill  will  allow  the  land  h»ma  and 
PCA''s  to  more  adequately  serve  the  needs  hen. 

The  third  proposal  I  see  aa  a  benefit  to  as  would  be  the  one  Uist 
would  aOow  bank  for  coopcratiyea  to  finance  agricoltiitml  extort 
transactioDS  in  whi^  a  TJS.  oo-op  is  a  primary  ben^dsry . 

Another  area  that  I  think  woold  make  the  bank  for  co-ops  better 
able  to  serve  the  fanners  in  intematioiial  haBBtm. 

Tbe  dmams  in  this  bill  that  Vm  talking  sboot,  I  fed.  would 
strengthen  Q»  Farm  Credit  System  by  pnttii^  Federal  Land  Bada, 
banks  for  eo-ope.  PCA'3  and  supply  cooperattves  in  a  better  posiiMM 
to  serve  the  tnruw, 

This  ability,  to  me.  wiD  mean  less  Jeyendenee  am  Oowtrtaamt  tot 
money  and  I«)n  n^erl  from  GovcrmneBl  lor  raks  and  icgnbtions,  tw» 
this^  that  I  thi^  OD^rt  to  come  aboal. 

A^rKnICiErer  »  America's  ioftA  and  BMt  iBftortaal  iaduslcjr. 
Grant  yoo.  Fm  biaaed. 
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Year  in  and  year  out  we  contribute  probably  as  much  to  balancing 
the  trade  deficit — or  to  balancing  trade  in  the  United  States  than  any 
other  industry. 

A  strong  agriculture  is  vital  to  any  successful  nation.  I  think  wb 
can  look  at  history  and  see  that.  A  strong  credit  system  is  vital  in  oar 
industry  today,  and  it  has  been  responsible,  I  think,  for  our  success 
in  the  past.  It  will  be  even  more  vital  in  the  future. 

I  want  to  share  this  with  vou.  This  is  a  comment  that  I  picked  up 
from  an  anonymous  writer,  out  I  really  like  it.  It  hits  me, 

Man,  despite  bis  artistic  pretensltMis,  hie  sopblsUcatliMi  and  maor  accom|diA- 
menta,  owes  tbe  fact  of  his  existence  to  a  S-imA  layer  of  topaoU  aod  tlie  fact 
that  it  raliiB. 

I  am  one  small  man  who  loves  his  place  as  a  farmer  an  that  por- 
tion of  soil  that  I'm  privileged  to  work  with.  I  don't  want  to  do  any- 
thing to  mees  it  up. 

I  would  say  a  Kation  of  consumers  who  can  eat  on  less  than  20 
percent  of  their  salary  doesnH  really  want  to  do  anything  to  mess  it 
up,  either. 

For  that  reason,  I  feel  that  we  need  expanded  lending  capability 
in  our  farm  credit  system.  I  believe  the  proposals  in  H.R.  4782  would 
help  accomplish  this,  and  I  would  urge  you  to  do  all  in  your  power  to 
help  us  pass  this  legislation. 

Thank  yon. 

Mr.  Jokes  of  Tennessee.  Thank  ^ou  very  much,  Larry.  Wb  i^>pre- 
ciate  those  comments  and  they  will  certainly  be  given  serious  con- 
sideration. 

Our  next  witness  is  Mr.  G.  C  Cortright  of  Rolling  Fork,  Missis- 
sippL 

Corley,  we  are  delighted  that  you  could  come  and  be  wit^  us.  I 
know  TOu've  contributed  a  lot  to  Mississippi  and  national  agriculture. 

While  you  are  testifyinf;,  Mr.  Leemon  Colyer  of  Somerset,  Ky., 
will  be  Uie  next  witness,  so  I'll  just  give  him  a  little  warning. 

8TATEKENT  OP  OEOSaE  C.  COSTAiaHT,  CHAISKAV,  BOABS  OF 
UntECTOBS,  STAPLE  COTTON  COOPEAATIVE  AfiSOGIATIOV, 
aXEEHWOOS,  USS. 

Mr.  CoRTRioHT.  Mr.  Chairman,  Congressman  Madisan,  members 
of  the  staff  and  members  of  the  press :  I  am  particularly  glad  to  see 
members  of  the  ^ress  here  today  because  it  is  essential  that  we  have 
favorable  reporting  of  the  events  concerning  agriculture  that  we 
might  gain  the  votes  of  metropolitan  area  Congressmen  that  are 
needed  to  pass  legislation  in  the  national  Congress. 

Ms.  CluD  replaces  the  late  Gerald  Peering  reporting  for  the  Com- 
mercial Appeal.  Deborah,  I  will  say  that  you  improve  the  tone  and 
atmosphere  and  most  assuredly  the  aesthetics  of  the  group,  as  com- 
pared to  Gerald. 

I  recall  when  the  Chairman's  immediate  predecessor  in  the  House 
prior  to  going  to  the  national  Congress  was  in  that  interlude  between 
his  service  for  Social  Security  and  making  the  congressional  race.  I 
think  he  was  working  with  the  county  judges  here  in  the  district 
at  the  time,  and  we  were  working  on  the  agricultural  bill  and  we 
needed  a  cotton  ginner  to  testify. 
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The  beloved  and  revered  Fats  was  in  Washington  at  the  time  and 
he  agreed  to  give  the  testimony,  but  he  said  somebody  had  to  pre- 
pare it  for  him. 

Several  of  us  prepared  the  testimony  and  Fats  began  to  read  from 
it  Congree^nan  Anderson  was  chairing  that  committee  that  day, 
and  he  was  a  bulldog  and  a  hostile  interrogator  if  I  ever  saw  one, 
and  I  think  Bob  Poage  was  trying  to  otttdo  it ;  but  after  about  30 
minutes  of  interrogation  of  him  by  the  committee,  and  Fats  was 
totally  confused  because  he  didn't  have  the  slightest  idea  of  what  the 
terms  were  of  some  of  the  things  we  had  written  ior  him.  Congress- 
man Anderson  says,  "I  move  t^at  we  dismiss  the  witness.  He  seems 
more  confused  than  the  committee," 

I  hope  I  can  stay  clear  of  that  situation  today. 

I  am  here  today  as  chairman  of  the  board  of  directors  of  Staple 
Cotton  Cooperative  Association,  Greenwood,  Miss.  Tliis  statement  is 
presented  on  behalf  of  the  cooperative. 

Staplcotn  is  the  oldest  cotton  merchandising  cooperative  in  continu- 
ous existence  in  the  United  States,  having  been  orcanized  in  1921.  It 
represents  today  4,822  members  located  in  the  delta  areas  of  Missis- 
sippi, Arkansas.  Louisiana,  and  Tennessee. 

Average  receipts  for  the  past  3  years  have  been  more  than  500,000 
bales  and  last  year's  cotton  merchandising  for  members  brought  more 
than  $150  million. 

In  additicm  to  merdiandising  cotton,  Staplcotn's  Chemical,  Fertil- 
izer and  Seed  Divisions  had  sales  to  its  members  of  $20  million. 

We  also  own  three  small  interior  elevators  and  have  marketing  ar- 
rangements through  cooperative  elevators  located  (m  the  Mississippi 
River. 

Staplcotn  discount  is  a  wholly  owned  subsidiary  and  lends  fanner 
members  about  $50  million  annually  for  crop  finance,  equipment  and 
first  stage  processing  or  farm-related  operations  for  manufacturing. 

It  is  essential  that  Staplcotn  and  its  members  utilize  three  divisions 
of  the  Farm  Credit  System ;  namelv,  the  Federal  Land  Bank,  Federal 
Intermediate  Credit  Bank  and  the  6ank  for  Cooperatives. 

Today  I  shall  limit  my  discussion  to  those  parts  of  H.R.  4782  which 
relate  to  the  Banks  for  Cooperatives  and  emphasize  the  need  for  these 
banks  to  move  into  export  financing. 

Last  year  Staplcotn  exported  more  than  $17  million  of  cotton.  It 
hopes  to  expand  this  volume,  particularly  by  selling  more  cotton  to 
Taiwan  and  tJie  People's  Republic  of  China,  utilizing  conventional 
bank  financing  in  cooperation  with  the  GSM-5  cotton  marketing  pro- 
gram, the  export-import  bank  and,  hopefully,  new  authorization  for 
5ie  Banks  for  Cooperatives  to  enter  the  field  of  financing  agricultural 
commodity  sales  in  foreign  countries. 

As  a  cooperative  director,  I  am  finding  myself  becoming  more  im- 
pressed with  the  expanding  world  market  for  American  agricultural 
products.  The  export  market  for  cotton  alone  is  huge. 

It  amounts  to  about  6  million  bales  for  each  of  the  past  2  years  and 
was  the  market  for  one-half  of  our  1978-79  production.  The  bulk  of 
that  cotton  is  sold  in  Asia  and  we  expect  the  market  to  grow  even 
more  because  of  our  new  trade  relations  with  China. 

The  $30  billion  American  agricultural  export  business  is  essential 
because  it  gives  our  fanners  a  market  for  their  abundant  producti<Mi. 
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Amwicuk  fanners  are  [»xmd  of  it  because  it  provides  needed  food 
and  fiber  for  other  peoples  of  the  world  and  because  it  helps  to  reduce 
America's  trade  deficit. 

But  as  a  fanner  and  a  cooperative  member,  I  am  disturbed  by  some 
statistics  in  oar  agricoltural  export  trade. 

Those  statistics  tell  us  that  fanner  cooperatives  are  not  getting  an 
equivalent  share  of  the  eaport  business  as  related  to  production  by 
cooperative  members. 

This  is  disturbing  because  more  than  80  percent  of  our  farmers 
belong  to  at  least  one  farm  cooperative. 

The  U.S.  Department  of  Agriculture  tells  us  that  cooperatives 
account  for  nearly  60  percent  of  all  grain  movement  up  to  the  point  of 
the  E^ip;  but  cooperatives  share  in  less  than  10  percent  of  the  business 
once  the  grain  is  put  on  a  ship. 

Actually,  cooperatives  arc  getting  only  $2.7  billion  of  the  $30  billi<Hi 
annual  a^icultural  export  business. 

You  might  say  that  we  are  missing  the  boat  most  of  the  time. 

Farmers  become  members  of  cooperatives  because  they  believe  they 
thereby  can  minimize  cost  of  supplies  and  ci'edit  and  can  maximize 
their  marketing  returns. 

From  experience  gained  through  the  years,  farmers  believe  tliat  they 
would  improve  manceting  from  international  trade  if  commodities 
were  being  handled  by  tlieir  cooperatives.  Yet  cooperatives  are  han- 
dling less  than  10  percent  of  grain  exports  and  only  one- fourth  of  cot- 
ton exports. 

Farmers  inquire  of  cooperative  leaders  why  they  share  so  little  of 
ei^poit  markets.  Coo{>erative  leaders  have  to  face  up  to  the  question, 
since  they  are  aware  that  exports  will  probably  account  for  a  growing 
share  of  the  total  market  in  the  last  two  decades  of  this  century. 

There  is  no  simple  answer  to  our  lag  in  the  export  market.  There  are 
probably  a  variety  of  reasons,  some  of  which  are  beyond  our  control. 

But  we  believe  tnere  is  one  factor  which  your  subcommittee  can  help 
us  to  overcome  through  passage  of  II.R.  4782.  This  bill  would  improve 
our  competitive  position  in  the  world  market  by  giving  us  a  chance  to 
process  our  intemntiona)  transactions  and  financing  in  one  place,  a 
bank  for  cooperatives. 

If  agricultural  cooperatives  are  going  to  compete  in  the  international 
market  of  the  future,  we  need  to  work  with  people  and  institutions  who 
understand  cooperatives  and  agriculture. 

We  must  wort  with  people  we  know  and  who  know  us,  to  handle  our 
international  lettei-s  of  ci-edit. 

Since  they  already  handle  our  financing  needs  and  since  they  work 
with  us  on  a  wide  variety  of  management  and  educational  programs, 
the  bank  for  cooperatives  provides  a  natural  facility  for  this  greatly 
needed  service. 

We  believe  the  banks  for  cooperatives  could  save  us  time,  money,  and 
effort  if  they  could  provide  one-stop  international  service  for  us,  just 
as  they  have  saved  us  time  and  money  and  effort  by  providing  domestic 
financing. 

This  new  service  is  not  going  to  increase  our  share  of  the  market 
overnight.  As  I  said  earlier,  there  are  many  other  factors  involved  in 
our  having  only  a  small  share  of  the  market ;  but  it  would  remove  some 
of  the  barriers  to  our  progress  and  would  make  us  a  bit  more  competi- 
tive. 
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We  know  of  no  valid  reason  to  continue  pn^biting  the  Baiiks  for 
Cooperatives  from  providing  int«rnationaI  financing  services  to  its 
mranbers.  The  service  is  simply  a.  new  need  in  a  constantly  changing 
market.  It  is  needed  to  help  cooperatives  remain  competitive  in  one 
of  the  fastest  growing  segments  of  our  market. 

The  Federal  Government  is  ^providing  numerous  incentives  to  help 
small  business  firms  compete  m  the  international  market,  including 
China. 

We  believe  it  would  be  in  keeping  with  that  philosophy  to  allow 
Banks  for  Cooperatives  to  finance  agricultural  export  tran^ctions  hy 
other  cooperatives. 

We  might  note  at  this  point  that  there  are  several  firms  who  are 
doing  more  agricultural  export  business  than  all  the  cooperatives 
combined. 

If  there  is  opposition  to  the  Banks  for  Cooperatives  entering  the 
field  of  international  financing  of  agricultural  commodities,  it  is 
likely  to  be  by  international  trading  firms. 

They  will  likely  base  their  opposition  on  the  thesis  that  this  would 
create  a  source  of  credit  to  which  they  would  be  denied  access. 

I  would  refresh  your  memory  in  that  many  international  firms  are 
foreign  based,  not  even  domestic  corporations,  and  that  they  have 
a  multitude  of  connections,  business  and  financial,  for  access  to  for- 
eign trades  that  are  not  available  to  domestic  cooperatives. 

Further,  this  new  dimension  of  financing  for  the  banks  for  coopera- 
tives should  be  appealing  to  the  members  of  the  cooperatives  and  the 
average  citizen  to  the  extent  that  its  use  would  lessen  Government 
credit  programs  and  guarantees  of  the  export-import  bank  and  the 
CCC  through  its  GSM-S  program. 

Current  trends  indicate  that  the  pnblic  would  like  to  minimize 
Government  influence  in  areas  that  can  be  served  by  the  private  sector. 

In  summary,  we  urge  your  subcommittee  to  authorize  the  banks  for 
cooperatives  to  assist  our  marketing  cooperatives  to  compete  in  the 
world  market. 

This  assistance  would  help  both  the  cooperatives  and  the  fanners 
who  depend  upon  the  cooperatives.  It  would  give  farmers  a  greater 
opportunity  to  share  more  profitably  in  the  international  agricultural 
market  that  will  be  so  important  in  the  future. 

Mr.  Chairman,  I  appreciate  the  opportunity  of  appearing  before 
you  today  and  would  be  happy  to  respond  to  any  questions. 

Mr.  Jokes  of  Tennessee.  Thank  you  very  much,  Corley. 

Mr.  Leemon  Colyer  of  Somerset,  Ky.,  is  the  next  witness  and  then 
Mr.  Stan  Herren  of  Yazoo  City,  Miss.,  will  conclude  the  morning's 
hearings. 

We  are  certainly  delighted  to  have  you,  Mr.  Colyer. 

STATEMEKT  OP  LEEMON  G.  COLTER,  FAHKEIt,  PULASKI  COUHTY, 
KT. 

Mr.  Colter.  Thank  you,  Mr.  Jones,  and  I  want  to  say  that  I  ap- 
preciate this  opportunity  to  appear  before  you.  I  count  it  an  honor, 
and  T  want  to  commend  you  for  your  effort  to  bring  Government  down 
to  the  fanners.  I  believe  that  you're  doing  a  great  service  for  us. 
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I  am  Leemon  Colyer,  a  farmer  from  Pulaaki  Count;,  Ky. 

I  guess  we  would  be  considered,  moEt  of  ua  in  that  area,  as  anall 
fanners  in  comparison  to  some  of  the  statements  that  I  luve  heard 
here  today ;  but  nevertheless,  I  believe  that  sound  credit  available  to 
small  farmers  is  just  as  important  as  it  is  to  large  farmeis  in  their 
way  of  living.  I  own  and  operate  a  farm,  about  300  acres  located  in 
southeastern  Kentucky,  on  which  beef  cattle,  tobacco,  hay,  and  grain 
is  produced. 

A  few  years  ago  we  were  operating  dairy  on  this  farm,  and  due  to 
health  requirements  and  other  expenses,  I  would  have  been  forced  to 
build  new  milking  facilities  and  go  to  more  expense,  and  this  would 
have  increased  the  debt  load  on  the  farm  to  such  an  extent — and  with 
the  price  of  milk  at  that  time — it  would  have  been  almost  impoaaible 
for  me  to  have  met  these  payments.  So  the  dairy  cows  were  sola  and  I 
now  have  beef  cattle  and  producing  grain. 

I  have  a  storage  f  acili^  of  approximately  a  thousand  tons  of  silage 
on  the  farm.  This  was  built  several  years  ago  and  the  cash  outl^ 
that  was  required  was  nothing  in  comparison  to  what  it  is  now.  In 
fact,  if  I  had  to  do  this  today,  I  don't  believe  it  would  be  possible  to 
make  the  payments  or  pay  for  this  in  the  7  years  that  is  allowed 
byproduction  credit. 

lalso  have  a  son  who  is  farming  full  time.  He  produces  grain  and 
tobacco,  and  has  a  small  feedlot  on  which  he  feeds  steers. 

Not  only  he,  but  other  young  farmers  and  older  farmers  like  myself, 
are  finding  it  almost  impossible  to  meet  production  costs  and  to  make 
payments  on  farm  storage  facilities,  harvesting  equipment,  and  main- 
tain a  decent  standard  of  living. 

IVe  been  a  member  of  the  Cumberland  Production  Credit  Associa- 
tion since  1934.  That's  a  long  time.  And  I  am  proud  to  say  that  during 
the  early  1930'a — not  many  people,  I  guess,  here  today  remember  tlie 
1930's.  I  do,  and  credit  was  almost  impossible  to  oHain  at  that  time. 

Production  Credit  came  to  the  farmers'  rescue  and  served  them  well 
during  this  distressing  time. 

I've  always  thought  of  Production  Credit  as  an  organization  estab- 
lished for  the  purpose  of  meeting  the  farmers'  needs  with  sound 
credit.  I  believe  this  should  continue,  but  with  the  changing  times,  in- 
flation, and  the  greater  cost  of  operation,  the  needs  of  the  farmers  have 
changed  to  where  they  need  a  longer  period  of  time  to  repay  these 
loans. 

I  support  the  farm  credit  bill.  However,  the  greatest  need  of  farm- 
ers today  in  our  area,  in  addition  to  sound  credit  being  available,  is 
a  longer  period  of  time  to  repay  these  loans. 

In  order  for  us  to  maintain  our  farms,  provide  the  necessary  storage 
facilities,  produce  crops  and  livestock,  provide  support  for  our  fami- 
lies, and  repay  our  loans,  we  desperately  need  a  longer  period  for 
repayments. 

I  respectfully  request  on  behalf  of  the  farmers  of  southeastern 
Kentucky  the  law  be  amended  to  permit  Production  Credit  Associa- 
tions to  make  loans  for  capital  purposes  with  maturities  up  to  IS  yearsL 

In  addition  to  this  statement,  I  just  have  a  few  words  that  I'd  lite 
to  say. 
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I  waut  to  say  that  I  believe  that  I  understand  the  needs  of  our 
farmers  because  I  have  been  in  contact  with  them  for  many  years.  In 
fact,  I  was  in  the  ASC  office  for  34  years  and  have  come  in  contact  with 
practically  all  the  farmers  in  the  county. 

I  have  been  on  the  Soil  Conservation  District  Board  for  approxi- 
mately 18  years  and  have  served  on  the  State  Commission  for  Soil  and 
Water  for  about  12  years  and  have  been  on  the  PCA  Board  for  about 
18  years  and  now  I'm  chairman  of  the  board. 

I  believe  that  I  do  understand  the  heeds  of  our  farmers,  especially 
in  this  area,  and  I  certainly  count  it  a  privilege  and  thank  you  for  this 
privilege  of  coming  before  you  and  making  my  presentation. 

Mr.  Jones  of  Tennessee,  Thank  you  very  much,  Mr.  Colyer,  for  a 
very  fine  statement.  We  do  appreciate  it. 

Our  next  witness  is  Mr.  Stan  Herren  of  Yazoo  City,  Miss.  Mr.  Her- 
ren  is  vice  president  of  the  Delta  N^ational  Bank  and  chairman  of  the 
Agriculture  Committee  of  the  Mississippi  Bankers  Association. 

STATEMEiri  OT  STJJHIJIT  A.  HEEBEN,  VICE  "BKEBWEST,  THE 
DELTA  NATIONAL  BANX  OF  7AZ00  CITT,  TAZOO  CITT,  HISS.; 
CEAIBHAN,  AGBICULTUBE  COHUITTEE,  HISSISSIFPI  BANKEBS 
ASSOCIATION 

Mr.  Herren.  Thank  you,  Congressman  Jones,  Congressman  Madi- 
gan,  and  the  subcommittee  staff. 

I  am  Stanley  Herren,  vice  president  of  the  Delta  National  Bank  of 
Yazoo  City,  Miss.  I  serve  as  chairman  of  the  Agricultural  Bankers 
Committee  of  the  Mississippi  Bankers  Association  and  as  an  agricul- 
tural action  banker  with  the  Agricultural  Division  of  the  American 
Bankers  Association.  I  appreciate  this  opportunity  to  present  my 
views  regarding  the  propteed  amendment  to  the  Farm  Credit  Act  of 
1971,  as  contained  in  H.K.  4782. 

Congressman  Jones,  on  behalf  of  many  of  the  people  that  I  work 
with,  we  appreciate  the  diligence  and  the  effort  and  tne  fine  bill  that 
is  now  before  the  House  with  regard  to  comprehensive  Federal  crop 
insurance.  We  know  that  if  you  put  the  time,  the  effort,  and  the  wis- 
dom into  this  proposed  amendment  that  you  did  into  that  legislative 
effort,  the  results  will  be  for  the  betterment  of  American  agriculture. 
The  wisdom  that  needs  to  go  into  reviewing  the  proposed  amendments 
should  be  the  same  diligence  and  the  same  wisdom  that  went  into 
reviewing  the  comprehensive  Federal  crop  insurance  program. 

Mr.  Mjjiiqan.  Mr.  Jones  did  an  excellent  job  of  that. 

Mr.  Hersen.  And  we  appreciate  it ;  it  was  very  much  needed. 

Mr.  Jones  of  Tennessee.  Mr.  Herren,  I  must  admit,  however,  that 
the  ranking  member  of  this  subcommittee  was  a  great  contributing 
factor,  also.  He  worked  out  some  of  the  real  sticky  problems. 

Mr.  Herren.  I  don't  have  the  relationship  with  the  ranking  mem- 
ber that  I  do  and  know  of  your  background. 

Mr.  Jones  of  Tennessee.  I  appreciate  what  you  said  and  I  want  to 
get  you  to  start  a  campaign  for  H.fi.  4119. 

Mr.  Herren.  I  think  you  can  call  on  the  American  Bankers  Asso- 
ciation for  that  help. 
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I'm  sure  that  you  are  absolutely  familiar  with  the  commercial  banks' 
interest  in  American  agriculture — even  though  some  of  the  positions 
we  may  take  here  today  may  seem  that  we're  not,  that's  far  from  tha 
case ;  and  I  know  that  you  pei'sonally  know  that.  I  hope  Congressman 
Madigan  also  has  the  same  appreciation  for  America's  commercial 
banks. 

In  January  1979,  USDA  information  shows  that  our  Nation's 
commercial  banks  extended  approximately  27  percent  of  the  total 
outstanding  farm  debt.  Two-thirds  of  our  Nation's  14,000  full- 
service  banks  are  in  communities  of  less  than  25,000  people.  Addi- 
tionally, lialf  of  these  banks  are  in  towns  of  fewer  than  5,000  re^dents. 
Among  tlie  latest  ABA  estimates,  according  to  these  estimates,  nearly 
60  percent  of  the  community  banks  list  agriculture  as  the  single  most 
important  source  of  income  in  their  community. 

The  bank  that  I  work  for  is  a  $63  million  asset  financial  institution. 
It  is  in  the  predominantly  agricultural  trade  area.  We  are  in  a.  city 
of  appraximately  13,000  and  service  a  trade  area  of  approximately 
12,000  people.  As  of  today,  our  assets  reflect  total  loans  of  approxi- 
mately $32,250,000,  of  which  approximately  $15  million  are  agricul- 
tural loans. 

We  feel  that  these  figures  reflect  our  dedication  to  meeting  the 
legitimate  needs  of  our  community  and  providing  the  capital  needed 
to  help  all  economic  sectors  of  our  community  grow  and  prosper. 
Although  we  are  the  largest  bank  in  our  trade  area,  we  recognize  the 
importance  and  the  need  for  strong  viable  financial  institutions  within 
our  trade  area. 

The  banking  community  recognizes  that  the  Cooperative  Farm 
Credit  System  plays  an  important  role  in  providing  the  needed  agri- 
cultural credit.  In  January  1979  USDA  figures  on  farm  loans  reflects 
the  importance  of  both  the  Production  Credit  Associations  and  the 
Federal  Land  Bank  Associations  to  our  American  farmers.  Combined, 
tliey  provide  approximately  29  percent  of  the  total  farm  loans  out- 
standing. Additionally,  both  institutions  have  experienced  growth 
during  the  past  10  years  of  approximately  300  percent, 

I  feel  that  we  must  recognize  the  outstanding  job  that  these  insti- 
tutions have  done  in  the  lending  areas  for  which  they  are  organized. 

In  1971  Congress  passed  the  Farm  Credit  Act  of  1971,  which 
authorized  a  major  modernization  of  the  Cooperative  Farm  Credit 
System.  It  reorganized  their  loan  authorities,  made  it  possible  to  hare 
joint  lending  arrangements  with  banks,  and  provided  new  authority 
for  a  limitedamount  of  lending  for  nonfarm  purposes,  including  nir^ 
housing  and  farm-related  busmesses.  The  system  was  also  authorized 
to  provide  farmers  financially  related  services  appropriate  to  on-farm 
operations. 

In  1971  the  banking  industry  opposed  legislation  which  expanded 
the  Cooperative  Farm  Credit  System  loan  authority  beyond  the  direct 
financing  of  farmers. 

Additionally,  the  ABA  stated  that  the  Cooperative  Farm  Credit 
System  members  should  be  taxed  like  private  sector  financial  institu- 
ticHis  and  subject  to  the  same  State  usury  laws. 

Even  then,  ABA  supported  those  proposals  that  would  enable  the 
Cooperative  Farm  Credit  System  to  modernize  its  procedures  and 
operate  more  effectively  as  asource  of  farm  credit. 
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Today,  we  support,  as  we  did  in  1971,  those  tunendmeAts  whicli 
modernize  the  (Jooperative  f^um  Credit  System's  methods  and 
procedures. 

However,  there  are  certain  provisions  that  concern  the  banking 
oonununity  because  of  the  new  directions  being  chartered  for  the  Co- 
operative Farm  Credit  System,  while  special  treatment  under  the  prea- 
emt  laws  remain  within  the  le^slation. 

Both  the  American  Bankers  Association  and  the  Mississippi  Bankers 
Association  have  reviewed  the  proposed  amendments  and  have  adopted 
positions  opposed  to  these  amendments  because  of  the  belief  that  it 
would  create  further  competitive  inequality  between  the  private  sector, 
including  commer^al  banks,  and  the  Cooperative  Farm  Credit  System. 

Because  of  our  basic  support  for  the  Cooperative  Farm  Credit  Sys- 
tem and  its  efforts  to  improve  its  ability  to  provide  needed  credit  to 
America's  farmers,  we  believe  that  this  committee  should  give  serious 
considert^ion  to  the  few  objections  that  we  are  raising. 

These  include  the  following : 

One,  cooperative  eligibility  for  financing  from  banks  for  coopera- 
tives. We  believe  tliat  there  should  be  no  further  liberalization  of  the 
farmer-member  eligibility  requirements.  The  present  80  percent  stand- 
ard allows  for  substantial  amounts  of  nonfarm  inc(Hne  to  be  directed 
through  the  cooperative  because  of  its  cooperative  membership  makeup. 

We  see  no  real  need  for  the  lower  standard  and  feel  that  it  is  one 
more  move  away  from  servicing  agriculture  toward  servicing  the  gen- 
eral public  with  a  credit  entity  or  institution  that  was  establish^  to 
service  agriculture. 

Two,  financing  processing  and  marketing  activities  of  farmers. 
Although  this  authority  to  the  Farm  Credit  System  is  not  intended  to 
qualify  any  new  borrowers,  it  does  provide  new  authority  to  finance 
off-farm  businesses  in  which  a  substantial  portion  of  the  product 
processed  or  marketed  is  not  that  produced  by  the  original  borrower. 

We  believe  food  processing  and  marketing  financing  needs  are  being 
met  adequately  through  existing  services  provided  through  the  present 
competitive  private  swtor  institutions. 

Three,  banks  for  cooperative  financing.  Congressman  Jones,  let  me 
at  this  point  state  that  for  a  young  aspiring  Mississippian  to  take 
issue  with  Mr.  Corley  Cortright,  I  feel  mighty  low.  But  I  must  pro- 
ceed because  of  my  beliefs  in  this  area. 

We  believe  that  there  is  insufficient  justification  for  the  banks  for 
cooperatives  to  offer  export  financing.  We  view  this  as  a  further  ex- 
tension of  the  Cooperative  Farm  Credit  System's  activities  into  the 
private  sector.  Other  organizations,  including  money  market  centers 
and  regional  banks  with  years  of  experience  in  export  financing  are 
intensely  competing  for  this  business. 

The  present  export  credit  system  has  fully  supported  the  rapid  in- 
crease in  farm  commodity  exports. 

We  encourage  cooperatives  to  seek  export  opportunities;  however, 
we  feel  that  commercial  banks  are  adequately  providing  financing  to 
meet  the  expanding  export  financing  needs. 

Four,  State  usury  laws  and  truth-in-lending  laws.  The  banking  com- 
munity is  burdened  by  State  usury  and  truth-in-lending  requirements 
every  day;  and  if  we  could  get  them  done  away  with,  we  would  totally 
support  it. 
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But  to  our  knowledge,  most  Cooperative  Farm  Credit  Svst^n  mem- 
ber institutions  presently  claim  exemption  from  most  State  usury 
laws,  claiming  to  be  a  federally  chartered  institution. 

Cooperative  Farm  Credit  System  member  institutions  compete 
freely  with  otlier  lenders  and  should  be  subject  to  the  same  laws  in 
these  areas. 

Exemptions  for  Farm  Credit  System  institutions  allow  spteci&l  ad- 
\'antages  and  contribute  to  the  competive  imbalance  with  banking  and 
other  lenders. 

We  believe  the  Cooperative  Farm  Credit  System  should  join  bank- 
ing and  tlie  banking  industry  and  seek  relief  for  all  lenders,  not  its 
own  special  exemptions.  Any  such  relief  for  the  Cooperative  Farm 
Credit  System  should  be  coupled  with  similar  relief  for  all  <^er 
lenders. 

I  would  go  back  to  Congressman  Bill  Alexander's  quote  this  morn- 
ing, "What's  good  for  the  goose  ought  to  be  good  for  the  gander." 

Five,  taxation.  We  believe  that  these  institutions  have  reached  a 
degree  of  maturity  that  enables  them  to  bear  a  share  of  the  tax  burden 
comparable  to  that  of  other  lenders  with  which  they  compete  daily. 

The  financial  strength  of  the  Cooperative  Farm  Creifit  System  is 
reflected  in  its  successful  performance  and  its  present  market  share. 

Six,  incorporation  of  Cooperative  Farm  Credit  System  services. 
This  proposal  liberally  defines  the  powers  of  such  corporate  entities, 
permitting  the  performance  of  a  wide  range  of  services. 

It  is  difficult  to  evaluate  this  ^neral  authority,  but  it  could  be  in- 
terpreted to  mean  the  Cooperative  Farm  Credit  System  could  own 
and  opejate  many  types  of  nonfarm  businesses  under  the  auspices  of 
Federal  incorporated  entities. 

There  could  be  an  unwarranted  encroachment  into  the  private  sector 
by  corporations  benefiting  from  special  ties  to  the  Federal  Govern- 
ment. 

Seven,  increase  in  the  Federal  Land  Banks'  85-percent  loan-to-value 
lending  limitation.  Bankers  understand  the  reasoning  for  this  pro- 
posed change ;  however,  we  feel  that  it  could  significantly  contribute  to 
serious  inflationary  pressures  on  land  prices. 

Eight,  banking  community  proposal.  Banks  are  finding  it  difficult 
to  obtain  access  to  the  Federal  Intermediate  Credit  Bank's  discount 
services.  Therefore,  commercial  banks  seek  equal  access  to  the  FICB's 
discount  facilities. 

This  requires  the  same  treatment  for  both  commercial  banks  and  tiie 
PCA's  in  the  type  and  maturity  of  loans  discounted;  loan  to  capital 
reqiiirements  equal :  and  the  availability  of  general  services  provided, 
including  loan  data  processing  and  insurance. 

Additionally,  it  is  felt  that  a  standardization  of  practices  with  re- 
gard to  OFI's,  participation  agreements  and  discounting  services 
should  be  established  to  insure  comparable  treatment  from  tiie  various 
district  banks. 

There  are  two  proposals  in  this  legislation  that  would  encoara^ 
banks  to  work  jointly  with  the  Cooperative  Farm  Credit  System  in 
servicing  the  farmer's  credit  needs,  this  being  one :  Providing  authority 
for  Federal  Land  Banks  to  participate  in  farm  loans  with  commer- 
cial banks.  I  encourage  the  adoption  of  this  part  of  the  amendmenL 
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Two,  authorizing  Production  Credit  Associfttions  to  issue  partici- 
pation certificates  to  commercial  banks  and  other  lenders. 

We  also  totally  support  this  part  of  the  proposal. 

In  conclusion,  our  major  concern  regarding  H.K.  4782  is  that  this 
bill  would  create  further  competitive  inequities  between  the  private 
sector,  including  commercial  banks,  and  the  Cooperative  Farm  Credit 
System. 

We  do  not  oppose  the  housekeeping  provisions  in  the  proposed  leg- 
islation which  are  designed  to  enable  the  rapidly  growing  Cooperative 
Farm  Credit  System  to  be  more  effective. 

We  do  stand  firm  in  our  opposition  to  further  expansion  of  the  Co- 
operative Farm  Credit  System  into  the  nonfarming  sector,  for  such 
expansion  will  increase  and  magnify  the  inequitable  competitive  ad- 
vantages of  the  Cooperative  Farm  Credit  System. 

Congressmen,  I  am  grateful  for  the  opportunity  to  express  these 
views.  I  apologize  for  the  length,  but  I  tnmk  that  the  points  needed 
to  be  made  at  this  meeting  in  Memphis,  Tenn. 

I  hope  that  the  fine  tuning  of  this  legislation  will  result  in  action  in 
the  best  interest  of  our  Nation. 

I  will  be  pleased  to  respond  to  any  questions. 

Mr,  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Herren.  It  was 
a  very  good  statement. 

If  all  the  witnesses  who  have  appeared  will  take  a  front  seat,  we'll 
have  a  few  questions. 

Gentlemen,  we're  not  going  to  take  but  a  few  minutes  here  to  discuss 
this  part  of  the  hearing  that's  been  held  this  morning  because  I  must 
admit  to  you  that  you  did  a  very  thorough  job  in  making  your  state- 
ments. 

Mr.  Madigan  and  I  have  just  a  question  or  two  we  might  ask,  but 
mine  are  mostly  going  to  be  in  the  form  of  observations  about  what 
has  been  said  this  morning,  and  then  I'd  like  for  any  particular  person 
who  would  like  to  respond  to  do  so,  I've  got  a  question  or  two  that  I 
may  ask  later. 

The  majority  of  the  people  who  have  spoken  in  behalf  of  the  PCA's 
today  have  emphasized  the  need  for  a  longer  term  loan  Uian  PCA  now 
allows.  Some  have  said  10  years ;  I  believe  somebody  said  15  years ;  and 
one  gentleman  said  12  years. 

Do  any  of  you  have  any  further  comment  on  that  subject?  If  you  do, 
just  let  us  hear  from  vou. 

Several  of  you  said  something  about  the  removing  of  the  85-percent 
limitation  on  land  lending.  I  quite  well  know  that  Mr.  Herren,  the 
last  man  testifying  threw  out  a  thought  that  might  be  detrimental  to 
land  lending  and  farmers  by  going  beyond  the  85-percent  limitation. 
I  well  remember  what  he  said,  but  I  think  the  ma]ority  of  you  who 
spoke  on  that  subject  favor  the  removal  of  the  85-percent  limitation. 
A  number  of  you  support  the  bill  in  whole,  it  seems,  H.R.  4782,  plus 
an  amendment  for  a  longer  loan,  and  a  good  many  emphasized  the 
need  to  do  something  about  the  export  transactions. 

Eighty  percent  of  the  farmers  today  belongto  at  least  one  co-op. 
Who  said  that  ?  Was  that  you,  Mr.  Cortright  ?  That  was  news  to  me.  I 
didn't  know  what  that  figure  was,  I  must  admit.  I'm  glad  to  hear  that. 
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I've  been  at  the  other  hearings  that  we've  been  holdinf^.  but  this  one 
has  dealt  with  some  subjects  that  we  didn't  cover  at  the  other  bearings, 
especially  the  PCA  longer  term  loans. 

We've  had  some  degree  of  discussion  about  exports;  not  mucli,  but 
some.  We  especially  did  at  Hutchinson,  Kans.,  but  by  and  large,  tlic 
testimony  that  has  been  taken  here  is  pretty  much  the  same  that  we've 
heard  in  other  places,  which  means  that  farm  problems  are  national 
and  wherever  you  go,  they  exist. 

They  may  not  be  exactly  the  same,  but  they  all  add  up  to  be  the 
same  because  it's  credit  and  repaymuits  and  things  of  tlmt  sort  and 
the  expansion  of  our  overseas  markets  has  been  emphasized  in  stHno 
of  the  hearings. 

I  don't  think,  Ed,  that  I  have  a  single  question  thai  I  need  to  direct 
to  any  person  who  is  here,  and  at  this  point  I  yield  to  you  for  any 
comments  you  want  to  make. 

Mr.  Maoioan.  Mr.  Chairman,  I  operate  at  a  little  bit  of  a  dis- 
advantage because  when  the  Farm  Credit  Act  was  worked  <hi  in 
Congress  in  1971,  you  were  a  Member  of  Congress  and  I  was  not.  I 
come  to  this  quite  a  bit  beJiind  vou,  and  I  certainly  want  to  acknowl- 
edge that  I  do  not  have  the  understanding  of  tliis  that  you  do  or,  for 
that  matter,  that  people  in  the  audience  do. 

I'm  a  little  bit  c<Hicemed  about  a  proposal  cominj^  to  us  that  is  so 
broad  and  has  so  nuiny  ditTerent  things  mcluded  in  it,  and  I  have  to 
say  that  my  concern  about  that  wasirt  alleviated  very  much  at  this 
hearing  this  morning.  I  think  the  witnesses  testified  t^  two  or  three 
different  things  that  they  felt  were  important  to  farmers;  but  there 
arc  -26  different  proposals  in  this  legislation,  and  a  lot  of  these  things 
either  were  not  addressed  or  were  just  skipped  over. 

For  example.  I  didn't  hear  anybody  say  why  present  sources  of 
credit  aren't  adequate  to  finance  our  agricultural  exports.  T  didnt 
hear  anybody  say  that  American  agricultural  exports  were  operating 
nt  a  disadvantage  or  give  any  evidence,  of  any  soles  having  been  loat 
or  any  money  not  being  able  to  be  borrowed  when  it  was  needed. 

Xooody  really  said  anytliing  about  that  at  all,  but  this  obviously, 
to  me  at  least,  is  on  important  part  of  this  legislation.  I  wonder  if 
anybody  wanted  to  give  any  evidence  of  why  this  is  necessary. 

Mr.  CoRTFioiiT.  I  would  make  two  points.  One  of  them  is  a  matter 
of  experience  or  almost  lack  of  experience,  I  would  say.  We  sold  20,000 
bales  of  cotton  this  past  year,  the  first  sales  to  the  People's  Republic 
of  China,  and  tlioO|9;ht  it  was  clear  on  that  letter  of  credit  in  New 
York,  but  somewhere  in  the  6ne  Chinese  of  that  contract  it  said  that 
thing  had  to  he  cleared  by  a  bank  in  Peking. 

We  were  right  at  8  weeks  after  we  had  delivered  the  letter  of  credit 
in  New  York  to  get  our  mtaiey. 

To  make  that  point :  If  wo  had  one-stop  financing  business,  we  could 
run  right  through  the  Bank  of  Co-ops  and  they  would  have  had 
offsetting  balances  with  the  bank  in  Peking  and  we  would  have  had 
our  money. 

We're  still  having  a  controversy  with  bhem  over  that  point  at  this 
time. 

Mr.  Madman.  That  was  probably  at  the  time  when  the  Treasnry 
Department  was  negotiating  with  the  Chinese  about  the  frozen  assets. 
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Mr.  CoRTRiOHT,  It  was.  It  was  prior  to  that  time. 

Mr.  Madigan.  I  think  there  was  some  $50  million  of  Chinese  money 
on  deposit  in  American  banks  and  a  lot  of  land  in  China  that  had  been 
expropriated  by  the  Communists  in  1949  that  belonged  to  American 
churches  and  the  American  Red  Cross  and  other  things- 
Mr.  CoRTRiGHT.  The  other  point  I  would  bring  out  in  why  banks  of 
cooperatives  should  get  into  it  is  the  very  reason  commercial  banks 
are  in  it,  because  it's  profitable.  But  commercial  banks  dont  funnel 
their  profits  back  to  the  producer;  banks  of  cooperatives  do  funnel 
their  profits  back  to  the  producer.  To  maximize  their  earnings  from 
international  marketing  they  need  to  go  through  a  cooperative  bank. 

Mr.  Madioan.  The  second  point  is  better  than  the  first,  but  I  appre- 
ciate them  both. 

Mr.  Jones  of  Tennessee,  Mr.  Short,  would  you  have  anything  you 
would  want  to  add  on  that? 

Mr.  Short.  Yes,  sir.  I'm  not  certain  whether  the  flexibility  now  exists 
for  maybe  commercial  lending  to  play  a  bigger  part  in  export  financing. 

I  do  know  that  in  the  case  of  Riceland  Foods  that  our  average  dailv 
loan  balance  with  the  St.  Louis  Bank  for  Cooperatives  is  about  $126 
million. 

When  we  think  about  prospective  needs  for  the  future,  as  I  under- 
stand, the  flexibility  that  will  be  given  under  these  amendments  if 
favorably  acted  upon  will  not  only  have  to  do  with  the  areas  covered 
by  this  gentleman,  but  it  also  would  enable  Biceland  Foods  to  put  to- 
gether business  that  woiild  originate  from  any  source,  possibly  also 
Riceland  Foods'  members'  business,  and  also  might  give  us  the  flex- 
ibility to  put  together  a  shipment  of  rice  that  would  also  be  an  oripn 
from  some  other  areas,  from  the  Middle  East  maybe,  or  the  Far  East 

I  don't  know  whether  this  type  financing  ia  available  now,  but  I  do 
know  that  our  working  relationship  with  our  cooperative  bank  and  the 
amount  of  loan  volume  that  we  do  with  them,  we're  much  more  com- 
fortable working  in  that  area, 

Mr,  Madioan.  Mr,  Chairman,  I  would  have  to  ask  essentially  the 
same  question  with  regard  to  expanding  activities  to  include  marketing 
and  processing  activities. 

Again,  I  didn't  hear  anybody  offer  any  evidence  that  the  present  fi- 
nancial arrangements  that  are  available  are  in  any  way  inadequate  or 
anyone  is  suffering  because  of  any  inadequacy.  I  wonder  if  somebody 
wants  to  speak  to  that  ? 

Mr.  Jones  of  Tennessee.  I'm  wondering  if  any  member  of  the  FCA 
organization  would  like  to  speak  to  it  who  has  not  been  a  witness  this 
morning,  if  we  have  anybody  in  the  audience  who  would  like  to  say 
anything  to  that  effect  ? 

Mr.  CoRTRraHT,  I  don't  know  the  technical  details  of  it,  but  I  know 
we  are  joining  with  commercial  banks  and  Jointly  financing  some  first- 
stage  processing  in  our  area  under  the  current  legislation. 

Mr.  Madioan.  I  assume  we  have  an  open  record  ? 

Mr.  Jones  of  Tennessee.  Yes. 

Mr.  Madioan.  Well,  I  would  encourage  you  gentlemen  for  my  part, 
and  I  want  you  to  understand  that  I  represent  some  farmers.  I  rep- 
resent some  very  good  farmers,  and  I  also  represent  some  very  good 
insurance  men  and  some  very  good  bankers  and  a  lot  of  other  people. 
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I  think  that  anything  the  government  does  or  encourages  ought  to 
always  have  as  a  oriteria  the  assurance  that  we're  treating  everybody 
fairly.  So  if  you  have  statistical  data  to  present  to  this  open  record 
that  will  be  kept  open  and  you  can  add  things  to  it  as  you  choose 
that  shows  the  need  for  these  things  beyond  what  has  been  demon- 
strated this  morning,  it  would  certainly  be  beneficial  to  me  in  my 
deliberations. 

Mr.  Chairman,  I'm  not  going  to  pursue  that  any  more. 

Mr.  Jones  of  Tennessee.  Let  me  re-emphasize,  then,  just  what  Ed 
Madigan  said,  if  you  have  something  that  you  could  contribute  to  in- 
formation that  would  help  the  committee  when  we  get  back,  we'd  i^- 
preciate  your  sending  it  to  ue  so  we  could  make  it  a  part  of  the  recora, 
because  we  are  not  out  here  j  ust  for  our  health. 

We're  out  here  trying  to  write  a  bill  that  will  serve  the  needs  of  this 
country.  We  want  to  do  it  like  it  should  be  done. 

I'd  like  to  clarify  one  thing  myself  here.  You  might  be  of  the  opinion 
that  because  I'm  chairman  of  the  subcommittee  that  this  is  my  bill. 
I  want  to  make  it  loud  and  clear  that  this  is  not  my  bill.  My  name 
doesn't  appear  on  the  bill  except  that  I  introduced  the  bill  by  request 
of  the  Farm  Credit  Administration. 

I  would  not  subject  myself  to  introducing  the  bill  with  which  I, 
too,  have  some  disagreements.  I've  expressea  them  and  I'm  going  to 
continue  to  express  them  until  we  get  through  with  the  writing  of  the 
bill ;  and  I  think,  Ed,  you  feel  the  same  way  about  it  and  other  metn- 
bers  of  the  subcommittee  do,  too. 

As  an  illustration,  I've  talked  to  the  Governor  and  to  the  Board 
and  gotten  nowhere  about  this  insurance  situation.  I  don't  like  it,  I'm 
going  to  admit  that  and  tell  you  that  I  object  to  it. 

I  object  to  even  the  pilot  programs  to  some  extent,  and  I  thought 
that  when  we  updated  the  1971  act  that  we  made  it  fairly  clear  in 
the  report  that  that's  the  way  it  was  supposed  to  be. 

We  nave  no  objection  to  credit  life  insurance.  Surely  they  ougiht  to 
be  permitted  to  write  that.  We  all  need  it  who  borrow  money.  Most  of 
us  do,  at  least.  But  for  them  to  engage  themselves  in  another  profession 
is  something  that  I'm  going  to  be  opposed  to  until  I'm  convinced  tluit 
rm  wrong. 

Mr.  Davis.  Just  one  brief  statement — I  don't  know  if  this  is  a  reason 
that  we  dont  have  adequate  financing.  We  do,  but  I  think  a  good  ex- 
ample of  what  can  be  done  wihen  farmers  have  no  rules  or  no  ceiling 
over  their  head  is  the  American  Soybean  Association  and  what  it  has 
done  worldwide  to  promote  soybean  sales  and  exports  and  what  that 
part  contributes,  I  think,  to  our  balance  of  trade  in  this  country. 

I  think  we're  exporting  nearly  half  or  more  of  our  soybeans  and  I 
think  we  have  more  than  half  of  the  export  business  of  soybeans  in 
the  country. 

I  think  this  is  an  example  of  what  farmers  can  do  with  a  direct  shot 
at  financing  these  type  of  things.  I  think  that's  an  example  of  what 
we  can  do  if  we  get  some  of  tlie  rules  that  limit  us  in  these  other  ways. 

Mr.  Madioan.  Could  I  ask  one  question  1 1  think  it  was  you  who  testi- 
fied about  the  young  farmers.  You  talked  about  removing  the  85-per- 
cent limitation  on  the  loans. 

Mr.  Davis.  Yes. 
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Mr.  Madioan.  I  confess  I  don't  know  what's  going  on  with  Tennes- 
see land  prices,  but  in  Illinois  you  can't  hardly  buy  an  acre  of  land 
that's  any  good  for  less  than  $3,500,  and  you  can't  pay  for  it  at  $3,500. 
It  won't  pay  for  itself.  You  have  to  have  other  land.  You  have  to  be 
averaging  tJie  cost  of  your  land  dn  order  to  be  able  to  buy  it  and  pay 
for  it. 

So  when  you  talk  about  a  young  farmer  coming  in  and  buying  this 
land,  I  assume  that's  a  farmer  who  doesn't  already  own  some  other 
land  and  who  isn't  going  to  be  able  to  average  his  land  cost  over  what 
he's  buying  and  over  what  he  already  has. 

If  we  t^e  that  85-perceiit  limitation  off,  if  we  construct  something 
whereby  he's  actually  able  to  borrow  100  percent,  is  he  ever  going  to 


pay  for  it? 

Mr.  Davis.  He's  gomg  to  I 
that  he  doesn't  have  such  a  high  payment,  ife's  going  to  have  to  mal^e 


■.  Davis.  He's  going  to  be  renting  enough  land,  more  than  likely, 


his  living  on  the  land  he  rents,  but  through  inflation,  he'll  pay  for  this 
land  that  he's  buying. 

Mr.  Madiqan.  I  don't  understand. 

Mr.  D.\vi8.  This  is  the  only  way  you  can  afford  to  buy  land  that  your 
interest  is  higher  than  your  income  off  of  it  is  going  to  be. 

If  we  don't  have  this,  as  I  see  it,  there's  no  yoimg  newer  people  going 
to  be  able  to  enter  this  industry.  The  only  ones  who  can  buy  land  are 
the  people  with  a  lot  of  money  with  high  paying  jobs  or  the  people 
already  established  who  have  a  lot  of  land  that  they  own  alreaay. 

This  may  be  good  for  agriculture  for  a  while,  but  where's  the  future 
20  years  from  now  if  we  don't  have  a  way  for  the  young  people  who 
want  to  come  in  to  it. 

Mr.  Madigan.  There's  a  fellow  in  my  hometown  that  sells  used  cars 
and  he  advertises  that  he  loses  money  on  every  car  that  he  sells.  Some- 
body said,  "How  do  you  stay  in  business  i"  He  said,  "Volume." 

And  you  say  that  the  young  farmers  are  going  to  get  well  on  this 
land  through  inflation.  I  don't  understand  that.  That  inflation  doesn't 
put  any  money  in  the  bank.  It  inflates  the  value  of  the  land  but  that 
isn't  reducing  their  payment  on  the  land  and  it  isn't  increasing  their 
income  from  the  land.  So  how  do  they  get  well  with  inflation. 

Mr,  Davis.  Today,  you're  talking  about  buying  a  farm  or  some  land 
today  at  these  high  prices,  it  doesnx ;  but  in  5  years  from  now  the  land 
that  you  bought  today  that  was  too  high,  you're  paying  for  it  at  the 
same  thing  that  you're  giving  for  rant  on  other  land. 

We  can  Took  down  through  the  last  15  years  and  that's  the  way  it  is. 
I  say  stability  over  the  long  haul  means  that  a  fanner  is  going  to  have 
to  own  part  of  the  land  that  they  operate ;  although  as  you  say,  there's 
no  way  to  look  at  $3,000  an  acre  land  and  see  how  that  will  justify 
itself  today. 

Mr.  Madioan.  Thank  you. 

Mr.  BuERELL.  I'm  Tom  Burrell.  I  would  like  to  offer  some  informa- 
tion with  regard  to  the  questions  that  the  Congressman  just  made 
mention  about,  particularly  as  it  relates  to  young  farmers  and  buying 
land  in  general. 

I  think  that  one  of  the  strategies  that  would  have  to  be  implemented 
also  is  look  at  tiie  purchase  of  land  relative  to  what  other  alternatives 
that  an  individual  nas. 
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You  know,  basically,  an  individual  would  choose  according  to  the 
alternatives  that  are  in  favor  to  him. 

On  tlie  other  side  of  the  coin,  I  think,  to  the  high  price  of  land  for 
sale  is  what  is  tlie  late  of  return  on  the  amount  of  money  that  we  spend 
for  i-ent.  I  tliink  we're  going  to  liave  to  strike  a  balance.  I  concur  with 
Mr.  Davis  wlien  he  said  the  volume,  not  so  much  in  the  land  that  we 
buy,  but  we  must  have  x  uumbers  of  acres  with  the  cash  flow  necessary 
to  pay  for  those  number  of  acres  tliat  we're  going  to  buy.  I  will  concur 
with  you  also  when  you  can't  pay  for  an  acre  of  land  on  a  one-on-one 
basis  because  the  proceeds  in  terms  of  the  cash  flow  from  a  crop  will  not 
have  the  repayment,  as  such. 

But  if  we  will  take  into  consideration  the  additional  number  of  acres 
and  the  cash  tliat  flows  from  tliese  additional  numbers  of  acres  relative 
to  the  alternative  of  renting  land,  I'm  saying  that  the  repayment  on 
tJie  $3,500  may  have  a  higher  rate  of  return  than  the  payment  on  rent. 

The  repayment  of  the  maturity  composition  of  the  debt  may  indeed 
i-equire  an  extended  period  of  time  for  flnancing  land  ownership. 

Mr.  Jones  of  Tennessee.  Anyone  else  have  any  statement  they  would 
like  to  make?  Anyone  in  the  audience? 

Thank  you  for  being  here.  There  are  n  lot  of  people  I  would  like  to 
personallv  recognize,  but  I  can't  do  it  because  I'd  be  getting  in  a  lot  of 
trouble :  f'd  overlook  somebody. 

We  appreciate  your  being  here. 

Dr.  Phil  Mummert  is  the  first  witness  at  1 :30, 

[Whei'cupon,  at  12 :25  p.m.,  the  hearing  was  recessed,  to  reconvene  at 
1 :30  p.m.,  the  same  day.] 

AFTERNOON    SESSION 

sir.  Jones  of  Tennessee.  Gentlemen,  we  will  come  to  order. 
Our  first  witness  tliis  afternoon  is  Dr.  Phil  Mummert,  the  director 
of  planning  for  Memphis  State  University. 

Dr.  Mummert,  we're  delighted  that  you  are  here.  We  appreciate  the 
fact  that  you  could  come  and  give  us  some  ideas  on  planning  and  con- 
servation. 

STATEHEHT  OF  FEUIF  J.  HUMUEET,  aSADUATE  DEFASTHEFT 
OF  FLARITIKO,  HEMFHI8  STATE  UKI7EESITT,  HEMFEIS,  TEXH. 

Dr.  Mummert.  Tliank  you,  Congressman  Jones.  It's  a  pleasure  for 
me  to  be  here,  and  I'm  glad  to  have  the  opportunity  to  present  some  of 
my  own  ideas. 

I  have  submitted  a  formal  prepared  statement  to  your  staff  and  I 
would  like  to  at  this  time  only  highlight  some  of  what  is  in  the  state- 
ment, as  well  as  give  a  few  observations. 

Mr.  Jones  of  Tennessee.  Very  good.  We'll  make  the  statement  a  part 
of  the  record,  as  well  as  your  remarks. 

Dr.  MtTSiMERT.  I'm  IPhilip  J,  Mummert  and  am  a  planning  profes- 
sor at  Memphis  State.  I'm  an  urban  and  regional  planner,  and  you 
may  be  wondering  why  I  appear  before  an  agricultural  subcommittee. 
Primarily  because  some  of  my  concerns  regarding  the  approach  we 
take  to  help  improve  the  Nation's  soil  conservation  needs  and  reduce 
^he  soil  erosion  problems. 
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I  needn't  mention  that  the  situation  in  terms  tha.t  farming  and  agri- 
culture is  involved  in  today  is  a  quite  complex  sort  of  situation,  espe- 
cially when  it  comes  to  conservation,  soil  loss  due  to  erosion,  energy 
consuming  in  farming  inputs,  as  well  as  things  such  as  the  reduced 
fertility  of  soil  all  mean  and  all  threaten  the  ability  to  sustain  produc- 
tion over  a  lengthy  period  of  time,  in  the  long  run. 

In  addition,  I  would  like  to  say  that  also  agricultural  issues,  agri- 
cultural problems  only  seem  to  be  magnified  and  complicated  and 
seemingly  more  difficult  to  resolve  when  they  are  viewed  within  the 
context  of  a  broader  ran^  of  national  problems  and  issues,  such  as 
increased  population  and  industrial  demand  for  a  limited  natural  re- 
source, the  need  to  protect  our  environment,  to  improve  waste  manage- 
ment processes,  as  well  as  rising  inflation  and  costs. 

My  first  point  is  essentially  that  I  feel  that  an  approach  is  needed 
to  improve  our  soil  conservation  needs  which  is  comprehensive. 

I  don't  think  it's  unknown  to  anyone  probably  in  this  room  that  we 
tend  to  solve  problems  in  this  country,  whether  it  be  at  the  national 
level  or  the  State  or  the  Federal,  trying  to  pick  out  one  problem  at  a 
time  and  approach  each  problem  via  one  or  two  agencies  at  one  time. 

I  think  simply,  because  of  my  training  as  a  planner,  that  a  compre- 
hensive approadi  or  a  broader  perspective  to  soil  conservation  needs 
may  be  able  to  uncover  some  new  areas  and  give  us  the  vision  and  the 
new  ideas  that  will  be  necessary  to  not  only  try  to  improve  soil  con- 
servation, but  also  to  improve  agricultural  production  and  reduce 
farming  costs. 

I  thimr  when  we  take  a  broad  perspective  we  can  see  that  just  using 
mechanical  means,  engineering  means  for  example,  such  as  terracing 
and  drainage  and  many  of  the  best  management  practices  that  ere 
now  used  which  are  important,  but  are  not  enough;  and  that  if  we're 
going  to  make  a  serious  attempt  to  reduce  soil  erosion,  we  have  to  deal 
with  the  soil  structure  itself;  especially  protect  the  soil,  improve  smI 
perocity  and  its  water  retention  capabilities. 

In  an  area  like  the  mid-South  with  more  organic  matter  in  the  scril, 
which  is  a  mechanism  through  which  we  can  improve  soil  structure,  in 
rainy  times  more  organic  matter  would  increase,  say,  the  tendency  of 
the  soil  to  receive  water,  rather  than  to  send  it  away  to  a  local  or  a  near- 
by stream ;  and  in  dry  periods,  the  effect  would  also  be  beneficial ;  how- 
ever, the  effect  would  be  one  of  increasing  the  water  storage  capacity 
of  the  soil. 

I  think,  therefore,  there's  a  need  to  develop  a  national  strategy  that 
supplements  current  soil  conservation  measures  and  gives  much  mon 
emphasis  to  the  return  of  organics  to  the  Nation's  soil. 

I  have  included  some  statistics  that  I've  compiled  in  my  statement 
that  suggest  that  there  are  some  reasons  for  concern  within  the  mid- 
South,l)ut  I  feel  that  there  is  need  for  some  concern  and  reason  for 
concern  in  other  parts  of  the  Nation,  that  organic  matter  is  being  de- 
pleted. 

I  cover  some  of  its  beneficial  values  in  the  prepared  statement  ihat 
I've  presented  to  you. 

Crop  residue  management,  animal  mannres  are  two  sources  of  or-, 
ganic  matter  that  are  common  feattures  of  any  soil  conservation  ap- 
proach ;  but  I'd  like  to  suggest  that  we  have  a  tremendous  source  of 
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orgmtif-  Dinttcr,  iiot  only  liere  within  tiie  mid-Sooth,  but  in^ 

UiB  iMUiilvy  ill  tin;  form  of  urgan  refuse,  in  the  fonn  of  sewage  sludge, 

HS  well  an  jiKluHtriMl  orf^nic  wastes,  es[*ecially  the  sort  at  orgamc 
wastt-B  that  ar«  highly  nutrient  laden  and  come  from  industries  such 
ttij  tliB  fo«)d  ttroit^nninif  sector. 

Within  ttiK  tiiid-Soiitli,  the  105  counties  centered  around  Mempdiis 
that  K[mn  mx  Slnhtx.  iruJiKling  Missouri.  Arkansas,  Tennessee,  Ala- 
Imiiiu,  Kentucky,  MiNf<i:4si[>[ii,  it  includes  both  alluvial  flood  plain  soils 
UH  well  as  liirtM!  I  |t)i()m;t  u:  |  U|>land  soils. 

We  liave  iii'liati  i;oititiiuiiiti<>s  each  year  disposing  or  throwing  away 
what  I  mu»'u\M-  a  resourct*,  as  much  as  650,000  tons  or  organic  matter, 
whi^tli  luimarily  conies  just  from  urban  refuse  and  sewage  sludge 
alrtni>. 

Ill  addition,  tlie  nutrients  in  sudi  a  resource  as  sewBge  sludge  ate 
Biidl)  that  till'.  mid-South  (p-neratcs  as  much  as — or  let's  say  enough 
iiilrofp^n  to  Hiipimrl  the  pr'odiiction  of  approximately  200,000  bales  of 
tuAtim  a  year. 

I  lielii^vci  that  an  iiiii>ortant  asi>ect,  maybe  a  new  and  innovative  ap- 
proach ill  tpiiiiis  of  soil  conwrvation,  niipht  be  to  try  to  more  in  a 
dilfictinn  to  takft  advanta^  of  tliesc  orjrnnic  materials,  the  fertilizing 
value  or  the  lienoHoial  boiI  restructuring  values  which  have  been  well 
KHtabliHliml  and  try  to  put  tJieni  to  use  rather  than  spend  tax  dollais 
anil  the  tnxpnyt<r»  money  to  throw  them  away. 

The  Congrras  Ims  movwl  forward  under  the  clean  water  bill  of  1977 
to  «neoiinii;»  Ihtt  nn-ycling  of  waste  nutrients  in  waste  water,  the  ben- 
flflcial  use  m  Hffriculturp  and  silvicultural  production,  but  I  think  that 
inniti  is  nvedea, 

Orf«RtM'  umphatiis  may  bo  on  the  soil  consen'ation  aspects  of  that 
sort  of  policy. 

At  th(«  saiiie  timp,  we  need  to  ovemnne  two  kev  obstacles,  and  those 
it)>sta4vl<«t4  are,  first  of  all.  the  tendency  or  the  inclination  on  the  part  of 
many  municipal  wastv  trt-atment  plannets  and  pn<rinper8  to  view  the 
wa.stv  disiMKwil  problem  as  just  that,  a  dispo««al  problem,  and  yibw  the 
waste  as  wasli^  and  something  to  lie  thrown  away  as  quicklv  as  possible. 

That  attitude  on  th»  {tart  of  urlvn  waste  managets  tends  to  influence 
also  and  tvnds  to  uiake  a  potential  user  of  that  resource  react  in  a  way 
that  Iheiv  is  no  way  that  hi<  would— like  such  as  a  fanner,  would  want 
to  use  his  laiul  as  a  dumping;  site. 

I  believe,  however,  a  change  of  attitude  on  the  part  of  many  engi- 
neering consultants  and  wasle  water  treatment  officials  is  important 
to  accomplish  some  of  the thinssthat  I  am  proposing. 

The  second  major  obstacle  is  simply  tmt  most  of  the  aoricultural 
nwearvh  inirtitutes,  as  wt^ll  as  some  agricultural  asenotes.  T  think,  have 
f»il«d  to  realize  the  full  potential  of  the  resottnvs  that  we  have  anil- 
able :  3.nil  I  think  that  there's  an  important  need  Co  encourage  as  mudi 
a.s  postiible  their  understamliBje  and  tnvoh'entent  in  terms  of  the  poten- 
tial of  oricanic — urban-generated  oi^nic  waste  material  for  agri- 
•.'nJtaraJ  use. 

tn  Memphis.  wpecialW  over  the  post  3  or  9  month^s  there's  been 
(|niti!  ><oR>e  dJA-ussiou  retarding  a  controversial  dispofiol  ^eUky 
whji'h  is  •Wigutfd  &M-  the  oodisposat  of  sewage  sludge  as  well  as  the 
..'ity'»  garbage. 
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The  purpose  of  the  project,  in  addition  to  disposing  of  these  wastes, 
would  be  to  generate  steain  to  provide  steam  and  enei^  source  to  in- 
dustries that  could  use  it. 

Codisposal  of  wastes  through  incineration  and  energy  conversion 
are  quite  an  attractive  alternative  to  waste  management  these  days. 

Such  approaches  are  being  pushed  very  heavily  by  the  Federal  ad* 
ministration.  They  seem  quite  attractive  and  quite  logical  in  light  of 
our  energy  situatiim,  but  I  think  somewhat  differenUy  because  they 
are  not  only  very  co^y  and  technically  risky,  but  of  primary  impor- 
tance they  are  designed  to  destroy  or  eliminate  the  resources  I'm  talk- 
ing about,  not  for  just  next  year  or  2  years  from  now,  but  for  a  long 
period  of  time,  a  20-  to  30-year  period. 

I  don't  think  that  the  mid-South  or  any  part  of  the  country  can 
afford  to  go  over  the  next  20  to  30  years  without  liavin?  that  kind  of 
resource,  whether  it  be  sludge  or  potential  organica  in  refuse  available. 

I  would  just  simply  like  to  conclude  by  saying  that  the  approach 
that  I've  outlined  to  you  and  that  you  will  see  in  the  prepared  state- 
ment, the  five-point  program,  is  not  being  offered  by  me  as  a  substitute 
for  ongoing  soil  conservation  practices,  hut  as  a  way  to  complement 
sucli  efforts. 

An  important  result  of  the  approach  is  that  its  benefits  would  ex- 
tend beyond  the  direct  benefits  of  soil  conservation. 

I  think  that  in  making  progress  toward  improving  and  maintaining 
the  soil,  that  we  would  also  De  recycling  needed  resources,  avoiding 
waste,  conserving  energy,  and  minimizing  the  harm  to  the  natural  en- 
vironment. 

The  benefits  and  economies  and  the  savings  that  would  accrue  by 
taking  such  a  comprehensive  resource  conservation  approach  to  our 

Sroblem,  including  the  soil  erosion  and  the  soil  conservation  needs,  will 
i  passed  on  to  the  farmer,  as  well  as  to  all  of  us. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much.  Dr.  Mummert.  We 
appreciate  your  interest  and  the  contribution  that  you  have  made.  I 
look  with  a  lot  of  interest  to  reading  it. 

I  must  say  it's  a  new  approach  in  a  good  many  ways  to  the  conser- 
vation of  our  soil.  I'd  like  to  talk  to  you  a  little  bit  more  in  detail  about 
it  sometime. 

Dr,  Mummert.  Thank  you. 

Mr.  Madioan.  Mr.  Chairman,  could  I  ask  three  very  brief  questions? 

Doctor,  you  indicated  a  knowledge  of  the  Clean  Water  Act  Amend- 
ments of  1977.  Are  you  also  familiar  with  the  Resource  Conservation 
and  Recovery  Act  of  1976  ? 

Dr.  Mummert.  In  a  general  way ;  yes,  sir. 

Mr.  Madiqan.  You  talked  about  cogeneration  and  referred  to  Fed- 
eral efforts  there.  Are  you  referring  to  the  pilot  projects  that  are  au- 
thorized under  that  1976  act  * 

Dr.  Mummert.  I'm  not  familiar  with  the  projects  that  are  author- 
ized under  that  act.  I  am  primarily  familiar  with  those  such  as  the 
codisposal  plant  in  Memphis,  which  is  primarily  being  funded  under 
the  clean  water  bill. 

Mr.  Madioan.  You  are  familiar  with  the  economic  problems  of 
cogeneration ;  the  fact,  for  example,  that  in  a  pilot  project  in  tlie  city 
of  New  York  it  takes  all  the  waste  from  a  city  of  about  80,000  people 
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just  to  provide  enough  energy  to  run  one  small  factory.  You're  famil- 
iar witli  tliose  kinds  of  problems? 
Dr.  MuMMERT,  Yea. 

Mr.  Madigan.  I  understood  you  to  be  referring  to  the  cogeneration 
when  you  said— and  I'm  quoting  you,  "Designed  to  destroy  the  re- 
sources that  we  need  for  the  next  20  or  30  years."  I  wasn't  at  all  sure 
what  it  was  you  were  trying  to  say  there. 

Dr.  5IuMMF,KT.  I  was  referring  in  particular  to  the  proposed  M^n- 
phis  project,  which  involvos  the  disposal  of  sewage  sludge  along  with 
garbage,  which  would  be  refuse-derived  fiiel  and  which  would  be  used 
to  dry  and  then  incinerate  the  solid  wastes. 

The  heavy  metal  contents — for  example,  the  wastes — would  be  con- 
centrated into  asli.  Most  of  the  residues,  of  course,  would  be  concen- 
trated and  carried  away  to  a  landfil). 

I  believe  that  the  sludge  iust  by  being  put  into  an  incinerator  and  to 
be  fueled  and  dried  by  another  fuel,  let's  say,  absorbs  or  consumes  quite 
a  lot  of  energy,  which  results  in  the  wasting  of  that  energy. 

Putting  sludge  in  a  burner  is  very  similar  to  putting  wet  logs  on  a 
fireplace,  and  I  think  that  in  our  quest  to  develop  new  energy  alterna- 
tives, we  should  not  be  just  amused  by  the  amount  of  energy  or  the 
fact  tliat  energy  will  be  produced,  but  we  should  also  be  concerned  abcnit 
the  net  energy  value  and  how  much  energy  will  be  c<»isumed  through 
these  processes. 

I  feel  that  by  taking  a  sul)Stance  like  sewage  sludge  and  viewing  it 
for  what  it  is,  an  agricultural  resource  with  much  potential,  that  by 
landspreading  it  or  by  using  it  for  some  beneficial  purpose,  whether  it 
be  It-claiming  strip-mining  areas  or  reducing  soil  erosion  in  critical 
areas,  that  what  in  effect  is  created  is  an  energy  conservation  apprcmch 
which  involves  the  taking  of  solar  energy  to  help  decompose  the  mate- 
rial through  photosynthesis  and  contribute  to  crop  production,  which 
is  a  much  more  energy -efficient,  to  me,  approach  for  the  use  and  dis- 
posal of  sludge  than  tlie  codisposal  typeof  plant  that  we  have  in  Mem- 
phis, or  wo  may  have. 

Mr.  Maoioan".  Do  yon  know  what  tlie  composition  of  sewage  is!  Let 
me  make  sure  that  you  imdersfnnd  what  I'm  talking  about.  I'm  refer- 
ring to  that  sulistancp  that  collects  in  the  bottom  of  a  watershed  project 
or  in  a  water  supply  in-ojoot;  any  impoundment  thatdrainsoff  of  agri- 
cultural land  gets  this  silt  accumulation  in  the  bottom  of  it.  It  ulti- 
mately ha.-*  the  potential  of  filling  the  reservoir  up  and  displacing  the 
water  holding  capacity. 

I  understand  that  the  Environmental  Protection  Agency  won't  allow 
people  to  take  that  silt  out  of  those  impoundments  and  put  it  back  <m 
the  fannland,  and  since  I  understood  silt  to  be  topsoil  that  washes  off 
the  farmland.  I've  been  at  a  loss  to  understand  why  it  can't  be  put  back 
on  the  farmland.  Oould  you  explain  that  tome? 

Dr.  Mrsisiiarr.  I'm  son-)'.  Congressman,  but  I'm  at  a  loss,  too,  when 
it  comes  to  that  policy. 

Mr.  MAnicAX.  If  you  run  across  any  information  on  that,  I'd  cer- 
tainlv  appreciate  your  sharjnir  it  with  me.  Thank  you. 

sir.  .ToNF-x  of  Tennessee.  Thank  you,  Congressman  Madigan,  and 
thank  vou,  Dr.  Mummert. 

[The  prepared  statement  of  Dr.  Mummert  follows:] 
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Gentleroeo,   it  i>  a  pleaiuTe  to  meet  vlch  you  thii  a^eroooa  a.ad 
present  my  views  coDcerniog  the  nations'  Botl  conservatlaa  needB,    My 
main  purpoie  is  to  encourage  a  comprehensive  regional  approach  to  the 
■oil  coDiervatioQ  problem.     Such  an  approscb  is  one  that  would  be 
designed  to  solve  more  than  ooe  problem  at  a  time,  involve  new  com. 
binations  of  techniques  that  can  bring  the  greatest  range  of  benefits  for 
least  cost,  and  w^ich  views  traditionally  rural  problems  as  interlinked  with 
urban  problems,    A  comprehensive  approach  can  produce  the  programs 
necessary  to  bring  about  dramatic  changes  In  soil  health.. 

It  was  of  great  help  to  me  that  you  selected  Memphis  as  the  site 
for  these  hearings,  for  it  is  -the  center  of  an  expansive  agricultural 
region  which  provides  an  excellent  point  of  reference  for  what  I  wish  to 
discuss.     The  soil  is  the  most  Important  natural  resource  to  ttiis  region 
for  it  supports  agriculture  ^ilch  is  the  predominant  economic  activity 
of  the  Mid-South.     Memphis  is  a  center  for  the  marketing,    shipment, 
processing,   and  distribution  of  agricultural  products.     Major  industries 
within  the  Mid-South  rely  upon  agricultural  products  as  raw  materials. 
Others  provide  goods  and  services  used  in  agricultural  production. 
Thus,   a  lot  depends  upon  the  health  of  the  soil  —  the  basic  supporting 
structure  for  these  activities.     And  urban  areas,   as  well  as  rural  areas 
have  a  stake  in  seeing  that  it  be  cared  for. 

The  exceptional  capabilities  of  the  soils  within  the  Mississippi 
Valley  have  been  recorded  and  attested  to  through  decades.     A  few 
excerpts  from  a  major  historical  work  published  In  1920  exemplify  the 
respect  and  strong  confidence  man  has   had  for  these  soils. 
Soil  chemists  have  proclaimed  the  alluvial  soil  of 
the  Mid-South  to  be  the  richest  and  most  productive 
in  the  world,   not  even  excepting  the  famous  Delta 
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of  Sie  NU«.     ■  ■   -  The  regioa  .  .  .  kai  the  autwt 
fertile  alla«i»l  loil  la  the  world  and  (pleDcHd  aoil 
in  the  higher  region*  ...     It  i>  fast  becoming  the 
richest  productive  agricoltaral  aod  lire  (tack  re- 
gion in  die  United  States  .  .    .      nowhere  can  be 
foand  a  soil  that  respoocia  so  qaickly  to  cnltivatioo 
with  a  moat  geaeroai  growtii  of  all  kisls  of  vegeta- 


Since  19Z0,  the  agricnltoral  prodnctirity  of  the  region  has  iocrcased 
dramatically,  infloeaced  greatly  by  aach  deTelofuneets  aa  improvemests 
of  yield*  of  selected  and  aew  crop  Tarietiea  tliroDgh  the  aae  fif  fertilisers, 
irrigatloD,  and  peat  and  diaease  coidrol —  as  *ell  aa  by  the  qoalily  of  aoil. 
By  pointiDg  to  paat  treads,  there  are  aumerooa  reasons  for  one  to  be  coa- 
fident  that  agricultural  prodactiTity  will  remaiD  high  within  this  region. 

But  there  has  been  sufficient  reason  for  concern  in  recent  year*. 
For  example,   the  following  table  reflects  the  nators  of  recent  production 
trend*  within  0ie  Mid-South  between  1910  and  1917  for  the  two  predominaiit 


C.P.J.   Mooney.    The  Mid-South  and  Us  Builders  <M..T.phi..    Mid-Soath 
Biographic  and  Historical  Association,    I9E0). 


ly  Google 


oat  latur«  Ireod*  baaed  opon  auch  ahort-r>n|e  information,  the    data  does 
■uggcat  that  lotnathlng  ta  wrong.     Data  far  lh«  interme<)lat«  year*  has  been 
omitted  only  to  aimplifr  preaentation;  however,   if  the  data  for  theae  yeari 
had  been  inclodad,  tttey  would  ahow  that  what  ia  occurring  repreienti  a 
general  tread  and  not  simply  differancea  between  a  good  year  and  a  bad  year. 
The  data  highlight    ft  need  to  cxafnlne  the  caoditlona  upon  wnich  auch  changea 

There  are  oumeroua  poaaible  cauaea  for  decline  in  cotton  yield.    De- 

■  oila  of  the  Tielda  where  cotton  haa  been  planted  over  the  yeara.  Organic 
DUtrieota  in  the  aoila  nuy  have  been  depleted  through  their  cultivation  over 
the  yeara  without  auitable  care  for  maintenance  of  aoil  fertility.  The  effect 
of  artificial  replacement  of  aoll  nutrienta  through  application  of  chemical 
fertiliaera  and  the  naa  of  harah  chemical  peatlcldea  maybe  producing  long 
range  negative  affecia  an  aome  aoila.  Increaaed  aoybeao  yletda  within  the 
alluvial  plain  may  only  aarva  aa  teatimony  to  the  reailiance  ofallovlal  aoila. 

Known  cauaea,    auch  aa  poor  farming  practicea  in  aplanda  areas 
have  led  to  declining  aoil  quality  and  reaultant  lower   yielda.     Marginal 
sloping  land  cultivated  without  adequate  conaervatlon  methoda  haa  accel- 
erated erosion  and  loaa  of  lop  aoll.     Sertoua  eroaion  in  the  uplanda  of 
western  Tennesaee  and  Missiaaippi  p«rsiBta  where  forty  to  sixty  too     loaaea  p 
acre  per  year  are  common  and  aome  loaaea  are  aa  high  as  ZOO  tons  per 
acre  per  year. 

Continuing  soil  loaa  due  to  eroaion.  depletion  of  aoil  fertility,    re- 
liance upon  energy  -  consuming  farming  inputs,   and  eonveralon  of  farm- 
land to  other  uaea  are  some  of  the  key  reasons  for  concern  about  the  ability 
to  sustain  agricultural  production  at  recent  levels  over  the  long-ran.     Such 
agricultural  issues  become  magnified  and  complicated  and  seemingly  dlffl- 
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cult  to  resolve  when  they  are  viewed  in  relation  *o  a  broad  range  of  national 
concerns  luch  as  increased  population  and  industrial  demand  for  flnite  re- 
sources (land,  some  energy  sources,  water,  food);  need  [or  environmental 
protection  and  effective  pollutioQ  abatement,  and  inflation  and  rising  costs. 
In  combination,  these  factors  pose  a  potential  threat  to  the  achievement  of 
long-term  sustained  production,  economic  stability,  and  protection  of  farmerj 
from  severe  econoniic  fluctuatloDS. 


The  complexity  of  these  problems  demands  a  comprehensive  approach 
to  Hieir  solution.    We  need  to  assess  the  problems  of  declining  soil  health 
and  excessive  soil  erosion  within  a  comprehensive  framework.     I  would  like 
to  present  the  key  elements  of  a  soil  conservation  program  Aat  might  emerge 
should  assessment  of  the  problem  be  niade  within  a  broader  context  than 
has  been  typical.    Abit  of  background  will  be  necessary. 

il.     Ero- 
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Soil  erosion  also  increases  production  costs  by  destroying  soil 
tilth,  thereby  increasing  the  energy  requirements  for  tillage  and  in- 
crrasing  the  seeding  rates  necessary  to  adequate  stands. 

Thus  a  key  to  the  Boil  erosion  problem  (and  in  turn,  productivity 
potential  and  reduction  of  costs)  is  soil  porosity  and  water  retention. 
If  a  way  can  be  found  to  improve  these  two  factors,   then  erosion  cam  b« 
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■ignificantly  rcdaced.     Furthermore,   oQier  mach&oical  ramedias  such 
a*  terracing  aod  dralaae*  —  while  importaol  —  become  accoadary  mat- 
ter! io  deatiog  with  the  eoil  eroaion  (trobtem. 

It  ia  widely  r«ca(iuaed    that  organic  matter  or  eompott  added  to 
■oil  promote*  lOil  aggregatioo  aod  itabiliiea  aoit  atructure.     Thia  Im- 
provca  the  air-water  relalioii*hi|>  of  aoll,  thoB  Increadng  the  water  re- 
tention capacity  and  encouraging  more  eMenaive  development  of  root  aya- 
tem  of  plants.    Organic  matter  helpa  improve  aoil   atructure  which  counter 
acta  eoil  erosion  end  also  effects  crop  growth  and  yield  indirectly  by  aoil 
conservation  and  (Oil  improvement. 

Sourcea  of  organic  matter  include  animal  manure,   crop  reaiduea, 
sewage  sludge,  urban  refuae  and  Induatrial  orgaoic  wsstea.     The  use  of 
crop  residues  and  animal  manures  are  femilier  connponent*  of  aoil  con- 
servation practice*  which  help  supply  organic  matter  to  the  soil  for  its 
improvement.     Yet,   ttie  depletion  of  organic  matter  within  the  aolts  of  the 
nation's  moat  productive  agricultural  regions  underacorea  the  need  to  not 
only  accelerate  conaervatlon  efforts  but  to  tap  new  sources  of  arganica. 
The  return  of  organica  found  in  sewage  sludge,   urban  refuse  and  selected 
industrial  waatea  could  become  a  major  element  of  national  soil  conserva- 
tion efforts.     Such  "waatea"  should  be  considered  "reaource*  out  of  place" 
with  regard  to  the  fact  that  a  good  portion  of  the  conatituents  would  exer- 
cise a  beneficial  effect  on  the  aoil  and  the  crt^  growth,   if  applied  to    the 
land. 

II  is  significant  to  note  that  with  the  lOS  county  Mid-South  region  re- 

o(  organic  matter  contained  in  their  refuse  sod  sewage  annually.    Furthermc 

generated  by  the  area'*  food  procesalng  and  other  loduatrle*  with  a  high  or- 
ganic waste  load.  Yet,  moat  of  theae  materiala  are  conatdered  wastes  and 
are  thrown  away  or  dlipoaed,    frcquenlly  at  «reat  expense  to  the  taxpayer. 
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with  f«rtilii 
contained  la 


Lated  annual  amouDt  o 

within  the  Mid-South  i 


to  lupport  the  prodaclioD  of  at  least  J05  thousand  bale*  ol  cotton. 

The  fact  that  organic  wastes  have  potential  as  a  production  resource 
is  well  ealablished.  With  proper  management,  such  resources  can  be  put 
to  use  aafely  and  help  maintain  (he  pioductivily  of  the  soil  and  reduce  ■oil 
erosion.  Nevertheless,  two  key  obstacles  must  be  overcome  if  significant 
proBreas  is  to  be  achieved  in  making  organic  wastes  available  and  beoe- 
ficially  applied  to  land  on  an  expanded  scale. 

1.     A  major  obstacle  has  been  the  inclination  of  municipal 
authorities  to  see  refuse,    sewage  sludge  and  sewage 
merely  as  waste  that  should  be  disposed  of  as  quickly 
as  possible.     When  urban  waste  management  is  approached 
in  this  manner,   potential  users  such  as  farmers,    react  ac- 
cordingly and  refuse  to  have  their  land  used  as  a  disposal  site. 

Z.    A  more  important  reason  tor  the  failure  to  make  composting 
and  urban  waste  utilization  an  accepted  method  is  the  fact 
that  agricultural  research  institutes  and  agencies  have  taken 
little  notice  of  its  potential.     The  involvement  of  these  enttliei 
needs  to  be  strongly  encouraged  to  insure  the  success  of  or- 


In  light  of  this  background,  I  wish  to  encourage  this  Subcommittet 
to  seriously  consider  the  development  of  an  approach  that  is  designed  to 
overcome  such  obstacles  and  that  can  help  encourage  the  recycling  of  ui 
ban  organic  waste  materials  for  use  in  the  improvement  and  conservatic 
of  the  nation's  soils.  The  kind  of  program  1  have  in  mind  would  begin  a 
a  demonstration  effort  within  a  number  of  selected  regions  of  the  countr 
and  would  center  around  five  major  elements. 

1.     Provision  of  financial  incentives  to  municipalities  for  the 

designed  to  convert  the  organic  portion  of  the  municipal 
solid  wastes  into  a  beneficial  soil  conditioner.     Ibese  fa- 
cilities could  include  equipment  and  processes  neccessary 
tor  separation  and  composting. 
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2.  ProviaioD  of  a  tax  cr«dtt  tor  farmer*  and  otbcr  patcntial 
osari  who  agree  to  apply  urban  organic  waslci  to  their 
land  to  enlunce  toil  covUlioo*  sod  re<tacc  sott  erosion. 

1.  ProriiiOD  of  a  goarantee  (o  aaar-participaoli  Id  the  pro- 
gram to  protect  them  from  a  loog-term  redaction  io  yield 
psr  acr*.  For  osampla,  aiich  a  goarantee  coold  (tale  that 
cofnpvoaatioo  woold  be  provided  in  the  unlikely  caae  thai 
the  per  acre  crop  yield  in  the  fifth  year  of  Oie  program 
did  aot  equal  or  eifred  the  arerage  yield  dariog  the  fiTc- 
year  period  prior  to  drfering  iota  the  program. 

4.    EatabtlehmeiK  of  a  program  of  tccfaaical  asiiitanc*.   re- 

acardi  and  cdncation  iovolTiog  appropriate  stilting  agendai 
soch  aa  effort  woald  focoa  on  improving  methods  to  achien  i 
cffectiTe  uac  of  organic  «a*tei  for  agriculloral  porpoBci- 


The  approach  outlined  ia  not  being  offered  ai  a  inbititiUe  for  on- 
going toil  csnacrrarioo  practice*,  bat  a*  a  «ay  to  complemeot  aacb  etfocti. 
An  important  reiolt  of  eh*  approaEh  i*  that  it*  benefit*  wosld  cxtead  be- 
yond Che  direct  benefit  of  loil  caa«crTaitao.     ThEU,  ia  rr.akiag  progreii 
toward  impro*ia(  and  maintaining  the  ■oil,  •>  would  aI*o  b«  recycling 
needed  reioarcei.   avoidiag  waste,   eauerviof  escrgy,   and  miaimiiLng 
poltatioa  of  the  nataral  ciKriroiiinent.     The  bcnente,   ^foaorn-.tt  and  tann^i 
that  caa  reaolt  frofa  taking  a  coa-^refaconve  reiooree  caoacrvatioa  approach 
to  oar  problem*  will  b*  pallet  acta  the  farmer,   a*  welt  ai  to  the  r**t  of  oj. 
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Mr.  Jones  of  Tennessee,  Our  next  witness  is  Mr.  Tony  Campbell  of 
the  Conservation  League.  Tony,  welcome. 

STATEMENT   OF   TOKT   CAUFBELL,    TEIVNESSEE    COHSEBTATIOH 
LEAGUE 

Mr.  Campbell.  Congressman  Jones,  I'm  pleased  to  be  able  to  be  here 
and  have  this  opportunity. 

I  might  begin  by  saymg  that  the  Tennessee  Conser\-ation  League 
is  a  statewide  organization  with  about  13.000  members,  and  we're  the 
Tennessee  affiliate  of  the  Xational  Wildlife  Federation.  The  league's 
philosophy  of  operation  is  based  upon  the  wise-use  concept,  believing 
that  if  we  use  our  renewable  natural  resources  in  a  wise  way,  we  wiU 
have  a  plentiful  supply  for  future  generations. 

Soil  erosion  problems,  particularly  in  west  Tennessee,  are  extremely 
serious,  as  you  know.  Congressman,  and  the  league  for  many  years 
has  been  very  concerned  about  it. 

Many  areas  of  west  Tennessee  are  experiencing  a  mass  of  natural 
i-esource  problems,  flooding,  loss  of  extremely  valuable  bottomland 
hardwood  timber,  water  nuality,  and  the  significant  loss  of  our  re- 
maining habitat  for  wintering  waterfowl. 

In  the  opinion  of  tlie  league,  the  root  cause  of  these  problems  is 
soil  erosion.  As  you  are  aware,  some  of  the  worst  soil  erosion  in  America 
can  be  found  in  west  Tennessee.  If  we  arc  to  resolve  the  natural  re- 
source problems  being  experienced  in  west  Tennessee,  we  must  drasti- 
cally reduce  soil  erosion. 

In  recent  times,  most  of  the  programs  designed  to  resolve  these 
problems  have  l>ecn  treating  the  symptoms  and  not  the  illness.  I  think 
we're  speaking  primarily  of  the  fact  that  when  the  river  is  plugged 
up  with  silt,  we  dredge  the  river  or  drain  the  wetlands,  this  type  of 
thing,  in.stcad  of  going  back  to  the  problem  of  trying  to  stop  the  erosion 
at  its  source. 

We'd  like  to  conunend  Congressman  Jones  for  taking  a  strong  lead- 
ership i-ole  during  the  past  year  to  at  least  begin  a  strong  attack  on  the 
soil  erosion  problem  in  west  Tennessee,  but  it  is  our  feeling  that  the 
current  programs  that  are  now  set  up  will  not  be  able  to  provide 
the  solutions  that  we  need  in  west  Tennes,scp  to  answer  these  problems. 

We  feel  that  the  soil  erosion  problem  in  west  Tennessee  needs  a 
unique  massive  cooperative  effort  on  the  part  of  Federal.  State,  and 
local  agoiicies.  organizations,  and  the  people:  and  I  think  one  of  the 
strongest  things  that  we  feel.  Congressman  Jones,  is  that  it's  going 
to  lake  some  changes  in  land  use.  It's  our  feeling  that  certain  areas 
in  west  Tennessee  tliat  are  being  row-cropped  at  the  current  time, 
that  we  can't  control  erosion  as  long  as  they  are  row-cropped  like 
they  are  now. 

We  hope  that  this  committee  and  Congress  will  be  able  to  develop 
some  programs  that  will  allow  the  landowners  to  put  these  areas  back 
into  a  productive  system,  grazing,  timber,  but  some  use  that  would 
reduce  the  erosion. 

I  think  that  that's  going  to  take  some  real  strong  incentives  from 
Congress. 

We  would  also  hope  that  these  incentives,  though,  would  be  set 
up  in  a  way  that  they  would  require  the  landowner  once  he  has 


ly  Google 


treated  the  land  the  erosion  is  minimized,  to  keep  it. that  way; 
that  the  next  time  soybeans  jump  to  $5  a  bushel,  he  doesn't  plow  it 
up  again  and  plant  it. 

The  league  nas  tried  very  diligently-  We've  been  in  some  arguments 
and  lawsuits  in  west  Tennessee  over  the  recent  years  on  how  the  prob- 
lem should  be  solved.  We  want  to  assure  you  that  we  stand  ready 
to  work  with  you.  Congressman  Jones,  as  a  Meiaber  of  Ccmgress. 
and  the  jieople  of  west  Tennessee,  in  getting  at  the  problem  and 
resolving  it  m  a  way  that's  fair  to  all  the  American  people- 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you,  Tony.  Can  you  stay  until 
we've  Snished  the  testimony  so  we  can  ask  questions! 

Our  next  witness  is  Mr.  Talmage  Crihneld,  Jr.,  of  Ripley,  Tenn., 
who's  president  of  the  Tennessee  Association  Conservation  Dis- 
tricts, TACD. 

STATEHEKT  OF  TALMAGE  CBIHITELI),  JH.,  FBESISENT,  TENNESSEE 
ASSOCIATION  OF  CONSEBVAIIOH  DISTRICTS 

Mr,  Crihfield.  Thank  you,  Congressman  Jones,  and  members  of 
your  committee.  I  appreciate  the  opportimity  to  appear  before  you 
today. 

As  I  said,  I  am  Talmage  Crihfield,  Jr.  At  the  presmt  time  I  am  a 
farmer  and  I  am  a  life&ng  farmer  in  Lauderdale  County,  Tenn., 
which  is  50  miles  north  of  Memphis. 

I  am  a  cotton,  soybean,  and  cattle  farmer.  I  have  beMi  a  supervisor 
of  the  Lauderdale  County  Soil  Conservation  District  for  15  years.  I 
currently  serve  as  president  of  the  State  association,  and  am  also  a 
member  of  the  board  of  the  Obion  Forked  Deer  River  Basin  Authority. 

Mr.  Chairman,  I  would  like  to  submit  to  you  today  and  to  the  mem- 
bers of  your  committee  that  contrary  to  some  of  the  negative  publicity 
tliat  conservation  programs  are  receiving,  that  these  programs  have 
succeeded  to  the  degree  to  which  they  were  conceived  and  to  which 
they  have  been  funded. 

Simply  stated,  the  scope  of  our  problem  has  outgrown  our  program. 

Until  the  early  part  of  this  decade  we  were  a  nation  that  consumed 
a  large  portion  of  our  agricultural  production.  But  then  suddenly  due 
to  an  upgrading  of  the  world  economic  situation  and  an  easing  of  cold 
war"  tensions  there  was  an  ovenvhelming  worldwide  demand  for  the 
products  of  America's  farms.  Changes  in  Federal  farm  policy,  develop- 
ment of  larger  and  more  sophisticated  farm  equipment  and  the  ad- 
vent of  new  production  methods  made  the  American  farmer  the  envy 
of  the  world. 

American  agriculture  has  never  been  stronger  than  it  is  today.  With 
only  2  percent  of  the  population  the  American  farmer  ^rovidea  jobs 
for  30  percent  of  our  Nation's  work  force.  The  production  from  one- 
third  of  our  cropland  goes  for  export  to  other  nations.  There  is  a  good 
possibility  that  tnese  exports  may  reach  $40  billion  in  1979.  But  gentle- 
men, there  are  signs  of  trouble  on  the  horizon. 

With  new  fencerow-to-fencerow  planting  philosophy  that  evolved 
in  this  Nation  in  the  early  part  of  this  decade,  there  also  came  tremen- 
dous increases  in  soil  erosion. 
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In  1972  areas  8  and  9  ottha  Tennessee  Associati(»t  of  ConBervation 
Districts  requested  USDA  through  the  Soil  Conservation  Service  to 
make  a  detailed  study  of  the  erosion  problem  in  the  14  northwest  Teo- 
nessee  counties  of  the  Obion-Forked  Deer  Basin. 

The  results  of  this  study  were  very  startling.  Average  soil  losses  on 
cropland  within  the  basin  was  38.4  tons  of  silt  per  acre  per  year,  with 
some  land  losing  as  much  as  60  to  100  tons  of  silt  per  acre  per  year. 

As  a  result  of  this  depletion  of  our  soil  base,  farmers  have  had  to 
rely  more  heavily  on  the  use  of  commercial  fertilizeis  and  production 
methods  to  maintain  production  levels. 

Recent  Illinois  research  indicates  that  for  each  ton  of  soil  loss  the 
American  farmer  experiences  each  year,  it  costs  bim  $5  to  $6  in  plant 
nntrients  alone. 

With  a  nationwide  soil  loss  average  of  9  tons  per  acre  i>er  year, 
this  means  a  cost  to  the  farmers  and  landowners  of  the  United  States 
of  between  $45  and  $54  per  year  in  soil  nutrients  alone. 

In  1972  the  Congress  passed  the  Water  Quality  Act,  Pablic  Law 
92-500.  It's  suggested  that  soil  losses  would  have  to  be  reduced  to  5 
tons  per  acre  per  year  to  achieve  the  goal  of  Bshable  and  swimmable 
waters  by  1983  as  had  been  set  forth  in  the  law. 

Today,  85  percent  of  the  farms  of  this  Nation  cannot  meet  this 
standard,  according  to  a  recent  GAO  survey.  A  conservative  estimate 
of  $500  million  has  been  made  that  would  be  required  to  meet  this 
water  quality  standard  in  the  21  counties  of  west  Tennessee  alone. 

Mr.  Chairman,  I  sincerely  believe  that  this  Nation,  both  in  the  pub- 
lic and  private  sector,  have  begun  to  come  to  grips  with  this  problem. 

In  the  State  of  Tennessee  in  1979  an  estimated  $70  million  will  be 
invested  in  the  application  of  conservation. 

Over  half  this  money  will  come  from  the  pockets  of  farmers  and 
landowners  of  the  State.  Each  of  our  95  soil  conservation  districts  has 
recently  upgraded  its  long-range  program  to  pinpoint  problems  and 
needs. 

The  need  for  soil  conservation  is  being  emphasized  in  every  posn* 
ble  way.  Conservation  problems  and  needs  were  discussed  in  debtil  at 
the  Resource  Conservation  Act  public  meetings  last  year  throughout 
the  State  with  a  combined  attendance  of  more  han  4,300  people 
throughout  the  State  of  Tennessee. 

Our  State  rural  development  committee  has  made  reduction  of  soil 
erosion  its  No.  1  goal  for  the  last  3  years.  All  agricultural  agencies  in 
the  State  are  cooperating  in  (he  effort  to  control  this  problem. 

The  most  encouraging  and  promising  effort  to  date  was  initiated  by 
you.  Mr.  Jones.  Some  3  or  4  years  ago  Mr.  Tones  and  SOS  State  conaer- 
vationi.st.  Don  Bivens,  discussed  the  growing  problems  of  soil  erosion 
and  deteriorating  water  quality  in  the  area's  streams. 

Jjater  Congressman  .Tones  "and  TVA  Board  Chairman  David  S. 
Freemnn  talked  about  the  seriousness  of  erosion. 

On  June  2,  1978.  Congressman  Jones  called  a  meeting  in  his  Wash- 
ington office  of  launch  a  new  west  Tennessee  soil  erosion  crusade.  At 
that  time  State  Conservationist  Bivens  and  Dr.  Billy  J.  Bond  of 
TVA  wore  asked  to  develop  a  proposal  to  reduce  soil  erosion,  main- 
tain crop  production  and  improve  water  quality. 
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They  developed  a  six-point  program  proposal  which  was  accepted 
in  subsequent  meetings  by  all  concerned.  Tne  program  was  then  en- 
dorsed by  the  State  Rural  Development  Committee,  under  whose 
broad  leader^ip  the  program  is  being  carried  out. 

The  six  items  in  the  program  to  reduce  soil  erosion,  maintain  crop 
production  and  improve  water  quality  are: 

Demonstrational  resource  conservation  management  farms  in  20 
counties ; 

Small  resource  conservation  management  demonstrational  areas, 
1,000  to  2,500  acres.  We  have  started  with  2  and  plan  to  expand  to  20 
if  the  funds  will  allow; 

Accelerated  information  and  educational  programs  on  erosion  con- 
trol and  water  quality  improvement  in  all  our  21  counties; 

Completion  of  soil  survey  in  the  seven  remaining  counties  in  west 
Tennessee  which  had  not  pfevionsly  done  so; 
National  ACP  special  project ; 

Large  resource  conservation  management  demonstrational  areas  in 
the  range  of  10  to  200,000  acres.  Excellent  progress  has  been  made  in 
currying  out  this  plan. 

Twenty-three  farms,  totaling  more  than  11,000  acres  are  enrolled 
as  demonstrational  resource  conservation  management  farms.  Two 
farms  per  county  will  be  added  each  year  so  that  in  the  sixth  year 
there  will  be  240  farms  enrolled. 

Small  resource  conservation  management  demonstrational  areas 
have  been  selected  in  nearly  all  the  counties.  One  of  these  in  Gibson 
County  was  the  site  of  a  massive  conservation  demonstration  on  Sep- 
tember 15, 1979. 

More  than  20  best  management  practices  were  applied  on  parts  of 
five  farms  by  some  600  volunteer  workers  during  the  demonstration. 

Congressman  Jones  and  Secretarr  Bergland  were  present.  An  esti- 
mated 5,000  to  7,000  people  attended. 

This  d^nonstration  was  called  Operation  SOS,  or  Save  our  Soil. 
I  understand  that  more  than  $100,000  was  donated  by  individuals, 
business  firms  and  organizations  to  finance  SOS.  This  was  in  tiie 
form  of  labor,  machinery,  seed,  fertilizer,  and  other  materials. 

The  information  and  education  program  has  been  greatly  acceler- 
ated by  all  concerned  agencies  and  organizations. 

Three  of  the  counties  which  do  not  have  published  soil  surveys  have 
appropriated  funds  to  help  facilitate  these  surveys. 

The  North  Fork  Forked  Deer  Kiver  Watershed  was  approved  as 
one  of  the  national  special  ACP  projects  in  1979. 

The  State  Rural  Development  Committee  later  this  year  will  select 
the  large  resource  conservation  management  demonstraticmal  area. 

Another  accomplishment  in  connection  with  the  west  Tennessee 
program  was  the  development  of  a  revised  memorandum  of  under- 
standing between  USDA  and  TVA. 

Secretary  Bergland  and  TVA  Board  Chairman  David  Freeman 
signed  this  document  on  a  farm  in  Gibson  County,  Tenn.,  on  March  22 
of  this  year. 

This  new  agreement  between  USDA  and  TVA  formalized  work 
among  the  agencies  to  help  stop  erosion  in  west  Tennessee. 
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Attifxig^  wi^  kre  ^ntbosisscic  sfynit  oiu-  aeeomplidunente.  w  recog- 
iiize  tfJU  ioil  enjsiwi  i=  ^tili  »fi  titremelT  serious  probleci. 

TYiP:  pmblfrnn  \s  =o  grave  ihu  cstsctrophic  ranseqnnioes  will  result  to 
thi-i  oor^riir^-  unlfean  -ioiutirms  to  the  proolem  c«n  be  foand. 

Mr,  Chairman,  we  sincerelv  believe  th*i  there's  not  enoogfa  money  in 
the  Fefieral  \>ii'\gkt  to  co^t  ~lure  thi=  kind  of  pn^frun.  a  program  that 
will  solrn:  all  the  problems  of  ero~:<m  in  our  Nation. 

We  heliftve  that  a  higher  prioritv  needs  to  be  placed  on  conservatitm 
both  within  the  Department  of  Agricultnre  and.  cettanilj*,  t^  the 
admini<Xr8tion  and  xij  the  Congress, 

The  recent  struggles  that  we  have  seen  to  get  programs  funded  hair 
indicate'!  to  uii  the  ^riousness  of  this  problem. 

We  believe  the  thru-^.  the  conservation  thrust  as  we  see  it  can  be 
marie  in  two  specific  areas. 

One.  the  rural  cli^an  water  program  needs  increi^ed  support  so  that 
proVileiTi  areae  ran  be  targeted.  We  recommend  reauthorization  and  ez- 
teniiion  of  the  program. 

We  recommend  that  it  be  funded  the  first  year  to  the  ^00  million 
level  and  the  .second  year  to  the  original  $400  million  level,  and  farther 
at  the  neeflii  present  themselves, 

iJeritonrtratioijal  projects  such  as  ".SOS"  need  to  be  expanded  on  a 
nationwide  basis.  Then-  are  other  various  alternatives  that  I  will  allow 
my  oolleapies  to  diwiiss. 

Mr.  Chairman.  I  sincerely  believe  our  Xation's  consen-ation  pro- 
grani  stands  at  a  level  Mpial  to  our  energj-  program  of  20  years  ago. 
If  we  are  to  avoid  the  ^ame  catastrophy  we  have  experienced  in  the 
field  of  energy  and  if  this  country'  wishes  to  maintain  its  position  as 
the  econoruic  leader  of  the  world  this  problem  must  be  solved.  The 
Feileral  investment  in  con3er^'ation  pmgrams  must  be  sufficiently 
increased. 

I  mu.M  i-mpha^^iite  that  conservation  is  totally  integrated  with  farm 
economics,  Tlie  only  long-range  answer  to  the  problem  is  to  upgrade 
tlie  farm  economy  of  thin  Nation  so  that  farmers  and  landowners  are 
lintmcially  able  to  afford  their  own  conservation.  It  is  our  duty  as 
leadent  in  this  movement  to  create  such  an  atmosphere. 

.Mr,  Chairman,  in  closing  I  commend  you  and  your  committee  for 
till-  interest  you  have  shown  in  conservation  pi-ogra'ms  as  demonstrated 
by  tilth  herieH  of  hearings.  I  would  also  like  to  point  out  that  Uie  public 
h'liM  never  iM-en  more  interested  in  conservation  than  today.  It  is  time 
for  a  nationwide  thrust  in  this  area. 

I  iipim-ciatc  the  opportunity  of  appearing  before  you. 

I'll  lie  willing  ton-main  and  answer  any  ([uestions. 

,\Ir'.  .loxKH  of  Tennes-see.  Thank  you  very  much,  Talmadge,  and  let 
me  add  thin  (o  what  ymiVe  said.  Your  association  and  you  [>ersonally 
and  all  your  jwoplc  have  been  a  great  contributing  asset  to  the  whole 
proffrniri  wc,V<'  l)een  trying  to  put  together. 

f)iir  next  witnens  is  a  citizen  of  this  county,  a  good  farmer  and 
Nlrriottl.  Mr.  Soil  ('onservation  himself. 

I  fd'ti  U'cn  connected  with  soil  conservation  all  my  life  and  I'm  glad 
tliBL  A.  IC.  .McCalla  is  here  to  talk  to  us  representing  the  Tennessee 
AHKOciation  of  Conservation  Districts.  A.  Sl 
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STATEHEKT  OF  A.  E.  HoCALLA,  SHELBY  COUITTY  FABKEB, 
BOSEUABK,  TENS. 

Mr.  McCaul^a.  Thank  you,  Congressman  Jones.  I  brought  some 
water  up  here  and  I  put  some  up  there  for  you,  and  if  we  just  had  the 
soil,  we'd  have  the  wnole  problem  put  together  in  one  stroke,  I  guess. 

I  want  to  make  some  comments  before  I  present  a  short  paper,  not 
as  long  as  Talmage's,  on  this  matter,  and  I  want  to  tell  you  first  that 
I  am  a  farmer  in  Rosemark  here.  I  make  a  living  with  cotton  and  soy- 
beans and  it's  been  good  to  us.  But  the  soil  is  erosive.  As  you  know, 
it's  one  of  the  most  erosive  soils  in  the  United  States,  and  we  have 
problems  with  it,  real  problems  with  it. 

So  in  the  short  paper  that  I'll  present  it  will  talk  about  some  of  those 
problems  and  what  it  cost  me  to  do  this  job  of  conservation  on  our 
farm. 

Let  me  say  in  the  beginning  that  it  cost  us  from  $14  an  acre  to  $400 
an  acre  to  do  conservation  practices  on  the  farm  that  I  operate.  When 
you  talk  about  $14  an  acre,  I  can  kind  of  understand  that,  but  when 
you  talk  about  $400  an  acre,  I  can't  stand  too  much  of  that. 

Let  me  tell  you  what  the  two  practices  are  that  do  that.  I  flew  in 
some  Austrian  winter  peas  to  conserve  the  soil  in  the  wintertime  and 
some  drilled  soybeans.  It  cost  me  $14  an  acre. 

I  put  in  some  parallel  terraces  with  a  drop  outlet  right  below  my 
house,  Ed,  so  that  I  wouldn't  have  any  ditches.  I'm  determined,  Con- 
gressman, not  to  have  ditches  nght  around  my  house  at  any  rate,  and 
that  cost  $400  an  acre. 

That's  considerably  widespread  there,  and  when  you  average  it  out, 
in  my  judgment,  you're  going  to  run  about  $100  an  acre  on  the  upland 
soils  in  Shelby  County,  and  this  is  the  point  I  want  to  make  in  regard 
to  it. 

In  introductory  remarks,  I  want  to  make  one  or  two  other  com- 
ments. I  served  m  World  War  II  and  my  three  sons  served,  one  in 
Korea,  one  in  Vietnam  and  one  in  Berlin,  and  I'm  real  concerned 
about  the  defense  of  our  country.  You  know  the  budget  is  over  $100 
billion  for  defense,  and  I'm  for  defense,  but  I'm  also  for  about  a  couple 
of  billion  dollars  to  help  this  problem  here. 

I  don't  know  how  you  can  work  it.  We  try  to  help  you  all  we  can 
and  the  people  in  this  room  try  to  help  you  all  we  can,  and  we  talk  to 
the  Senators  and  the  Representatives  who  are  our  good  friends  there; 
but  how  to  get  $2  billion  for  this  most  important  uiing  is  beyond  me. 
I  hope  you  you  can  figure  it  out  some  way. 

That  would  be  $40  million  per  State  on  the  average,  and  this  is  a 
realistic  figure.  It's  not  even  2  percent  of  the  defense  budget,  and 
maybe  somebody  can  approach  it  on  that  sort  of  a  tiling  on  uie  floor 
of  the  Congress  and  in  the  Senate. 

We've  got  friends  in  the  Senate  and  we've  got  friends  in  the  Con- 
gress, and  you  are  two  of  them  there  who  would  present  such  a  matter 
if  they  thought  it  had  any  chance  of  passing. 

I  hold  out  to  you  that  this  is  in  the  realm  of  possibility.  You  know, 
many  civilizations  have  fallen  because  the  land  just  wore  out.  It  just 
wasn't  any  more. 
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The  second  point  I  want  to  make  is  that  a  niimber  of  years  «^  we 
bought  a  farm  that  adjoined  the  home  place.  It  had  a  gull;  in  it  big 
enough  to  burj-  a  2-ton  truck  in  it. 

I  can  point  this  out  because  we  bought  it.  TVe  didn't  make  that  big 
a  ditch.  We  don't  like  ditches.  \o  landlord  likes  the  ditches  and  gollies 
out  there. 

AVe  straightened  that  field  out  and  we  don't  have  any  gullies  of  that 
size  now.  but  about  10  percent  of  the  soil  on  that  particular  tana  is 
gone.  You  know,  theres  no  more  topsoil.  and  that's  a  real  probtem 
because  most  of  it  was  gone  when  we  got  it. 

So  these  things  are  real  problems  and  we're  got  to  keep  it  in  place^ 
that  which  we  do  have. 

The  third  point  I  want  to  make  is  this  and.  Ed.  I  think  you'd  agree 
on  it.  I  think  we  all  are  convinced  that  west  Tennessee  is  cNtie  of  the 
worst  erosive  parts  in  the  United  States. 

If  you  lose  40  tons  per  acre,  in  5  years  we  lose  an  inch.  By  the  end 
of  this  centuT^'.  we'd  lose  5  inches,  right  ?  When  you  take  5  inches  off 
that  topsoil,  it  won't  make  much. 

The  sides  of  those  hills  in  the  particular  type  of  soil  floats  away  at 
that  rate.  So  we've  got  a  real  problem  there  and  we  need  all  the  help 
we  can  in  sohnng  that  particular  problem. 

The  next  point  I  want  to  malve  is  that  this  is  really  an  agribusi- 
ness communitv  here,  and  I'm  going  to  speak  from  Shelby  County,  and 
Congressmen,  both  of  you,  I'm  going  to  speak  from  a  standpoint  of 
what  the  chamber  of  commerce  gave  me  as  ligures.  I  could  hardly  be- 
lieve them,  but  I'm  sure  that  they've  got  some  basis  on  it.  They  say 
that  the  agribusiness  industry  in  this  area  generates  $5,400,000^000 
worth  of  business. 

The  next  thing  that's  closest  to  that  is  the  manufocturing  industry, 
and  they  say  that  in  this  area  that  the  manufacturing  industry  gen- 
erates $579  million  worth.  That's  a  big  jump  down.  $5.4  billion  down 
to  not  quite  six-tenths  of  a  billion.  It  goes  on  down  the  list  and  it  says 
service  for  hotels,  laundries,  and  so  forth.  $409  million;  and  Illjiut 
read  a  few  others  out  on  it.  It  goes  on  down  to  wholesale  trade,  ^47 
million,  and  says  the  total  payrolls  in  this  county  are  $2,244,000,000. 

This  really  concerns  me  because  I  was  bom  and  reared  in  this 
county,  as  you  well  know,  and  this  really  concerns  me  because  we've 
got  a  place  here  real  important  in  the  agricultural  industry  and  750,- 
000  people,  three-quarters  of  a  million  people  living  here  and  it  cre- 
ates a  real  problem. 

So  with  this  kind  of  a  background  I'd  just  like  to  present  to  you 
what  I  have  said  here  in  writing.  I  took  longer  than  common  to  write 
this  out,  and  I  did  two  drafts  on  it. 

So  I'm  going  to  give  you  the  capsule.  You  needn't  worry  about  it 
being  long,  and  111  proceed  with  this. 

Almost  90  percent  of  my  farm  is  used  to  grow  soybeans  and  cotton. 
The  rest  is  in  pasture  and  woods.  So  I  am  vitally  concerned  about 
conserving  my  soil  and  water  resources  so  that  I  may  continue  to 
produce  food  and  fiber  and  at  the  same  time  earn  a  living  from 
farming. 

Shelby  County  is  made  up  of  highly  erosive  soil,  as  many  of  you 
know.  According  to  recent  rcpoits,  I  can  tell  you  that  50  percent  of 
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the  fanns  in  Shelby  County  have  severe  erosion  problems.  Other 
farms  suffer  from  water  management  problems  of  one  kind  or  another. 

The  yearly  average  erosion  rate  in  Shelby  County  and  west  Tennes- 
see— and  I'm  glad  I'm  repeating  this — has  been  calculated  at  40  tons 
per  acre.  This  is  hve  times  the  national  average  and  eight  times  the 
amount  that  we  can  tolerate  if  we  hope  to  maintain  our  present  soil 
productivity.  If  a  drastic  turnabout  is  not  affected  soon,  the  results 
will  prove  disastrous  over  the  next  half -century. 

Most  farmers  that  I  talk  to  are  aware  of  the  cropland  erosion  prob- 
lems and  they  are  equally  as  concerned  about  the  pressing  need  to  find 
workable  solutions  to  these  problems. 

Most  of  us  are  convinced  that  the  answer  is  the  application  of 
conservation  systems  on  all  of  our  farmland.  But  while  many  farmers 
are  ready  to  accept  the  sound  concepts  of  installing  some  or  all  of 
the  more  than  20  best  management  practices,  a  lot  of  them  just  arent 
financially  able  to  pay  for  the  sizable  investment  required  to  install 
the  work. 

I  personally  know  that  conservation  farming  reduces  erosion  and 
soil  loss  and  water  pollution.  For  example,  on  my  own  farm  I  drill 
some  40  to  50  percent  of  my  soybean  crop  and  also  plant  some  of  the 
crop  using  minimum  tillage. 

This  teumique  in  itself  greatly  reduces  the  amount  of  erosion  over 
the  conventional  tilled  cropping  system. 

I  also  use  winter  cover  crops  to  protect  the  land  during  the  winter 
months.  We  have  also  installed  parallel  terrace  systems,  drop  outlets, 
and  grassed  waterways  on  our  farm. 

Of  the  more  than  20  best  management  practices  installed  last 
month  at  the  Operation  Save  Our  Soil  demonstration  at  Dyer — and 
a  very  fine  day  it  was  indeed — all  are  effective  for  erosion  control  and 
water  man^;ement.  Some  of  these  best  management  practices  or  com- 
binations of  them  can  be  used  cm  virtually  all  farms  that  I  know 
about;  but  we  all  know  that  these  practices  are  costly. 

Shelby  County  contains  about  500,000  acres.  Of  this  total  acreage, 
about  300,000  acres  are  either  in  cultivation  or  in  pasture.  About  ha]f 
of  the  land  used  for  crops  in  Shelby  County  suffers  from  either  erosion 
or  water  management  problems. 

As  another  example  of  the  complex  economic  situation  that  our 
farmers  face,  let  me  use  some  figures  to  illustrate  my  point. 

Let's  say  that  it  will  cost  an  average  of  about  $100  per  acre  to 
reduce  soil  erosion  and  loss  to  tolerance.  That  is,  if  we  were  to  install 
best  management  practices  to  the  extent  that  we  reduce  soil  loss  from 
the  current  avera^  of  40  tons  per  acre  per  year  to  6  tons  per  acre  per 
year. 

Let's  multiply  the  300,000  acres  times  50  percent — half  of  it  being 
effected,  see — times  $100.  We  can  see  that  the  total  amount  of  money 
needed  to  protect  the  farmland  in  Shelby  County  alone  is  about  $15 
million. 

Let  me  give  you  a  personal  example  of  expenses  I  had  this  fall 
when  I  planted  a  winter  cover  crop  on  420  acres  of  soybean  land. 

We  did  aerial  seeding  of  Austrian  winter  peas  on  September  17. 
Congressman,  just  the  other  day.  Yon  cant  do  it  earlier  because 
if  yon  do,  it  gets  in  the  way  of  the  combines.  It's  just  not  ready. 
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The  cost  breakdown  is  as  follows:  Austnan  winter  pea  seed,  60 
pounds  at  18  cents,  $10.80;  cost  of  flying  in  the  seed,  $2.50;  seed 
moculant,  60  cents;  labor  for  loading  the  plan,  10  cents;  total  cost 
per  acre,  $14. 

Now,  ACP  cost  payment  amounted  to  $5.40.  My  own  share  of  the 
total  cost  amounted  to  $8.60.  I  paid  61  percent  of  the  total  per  acre 
cost,  while  ACP  paid  39  percent. 

I  seriously  doubt  if  very  many  farmers  will  pay  in  excess  of 
50  percent  of  the  cost  of  such  works,  especially  when  so  many  of  them 
lease  cropland  on  a  year-to-year  basis. 

I  believe  we  must  have  some  type  of  tax  incentive  or  an  increase  to 
50  to  75  percent  in  cost-share  programs. 

At  Dest  the  farming  business  is  a  risky  enterprise.  Uncertain 
market  conditions,  adverse  climate,  high  capital  investment  requira- 
ments  and  competition  for  use  of  available  farmland  all  affect  our 
business. 

Also,  we  are  under  constant  pressure  to  produce  more  and  more  to 
meet  financial  obligations  and  to  help  the  Nation's  export  accounts. 

Now,  I'm  really  serious  about  that.  If  we  didn't  export  $88  billion 
worth  of  farm  commodities,  we  would  be  $33  billion  worth  worse  off. 

So  this  is  real  important  to  eveiybody.  If  we  can't  grow  these  things, 
then  we  are  really  handicapped  because  of  a  deficit  in  export  traae. 

It  must  be  economically  feasible  for  a  farmer  such  as  mysd  f  to  install 
conservation  systems  if  conservation  practices  are  to  be  accomplished. 

In  summary,  the  technology  is  available  to  reduce  erosion  by  as  much 
as  75  percent  in  west  Tennessee,  I  see  two  major  factors  that  must  be 
stressed  if  this  reduction  of  erosion  is  to  become  a  reality. 

First :  The  problem  must  be  brought  before  the  citizenry  of  the  area 
and  they  must  be  made  to  understand  all  the  ramifications  and  con- 
sequences of  an  erosion  control  program  versus  no  erosion  control. 

Second :  Greater  financial  aid  must  be  provided  as  an  incentive  for 
installing  conservation  systems. 

I'm  atmut  to  conclude.  This  is  the  last  sentence.  Remember  itj  please. 

This  possiblv  could  be  accomplished  by  increased  cost-sharmg  and 
tax  incentives  for  installing  conservation  measures. 

I  tell  you,  gentlemen,  I  appreciate  the  opportunity  of  getting  to 
visit  with  you,  and  now  III  give  you  a  copy,  because  I  wasnx  about  to 
let  you  be  reading  what  I  h£i  to  say  while  I  was  saying  it 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  A.  K.  You  did  a 
good  job  and  we  appreciate  it.  You've  made  a  big  contribution  to  the 
cause  and  we'll  have  some  questions  to  direct  to  you. 

Our  next  witness  is  also  a  good  farmer  and  director  of  the  Nalitmel 
Association  of  Conservation  Districts,  Steve  Brunson. 

Steve,  we're  delighted  that  you're  here. 

SIATEMEHT  OF  STEVE  BBUITSOIT,  DIRECTOR,  NATIOHAI.  ASSOCIA- 
TION OF  COiraERVATION  DISTRICTS,  FAYETTE  COimTY,  TESTS. 

Mr.  Brunbon.  Thank  you,  Mr.  Chairman,  and  members  of  the  com- 
mittee. It's  certainly  a  pleasure  to  be  here  and  it's  always  a  pleasure  to 
follow  A.  K.  I've  been  following  him  for  14  years  in  conservation. 

Mr.  Chairman,  I'm  not  here  to  give  you  pat  answers  on  conserva^ 
tion  programg  because  I  don't  have  any.  The  more  this  problem  is 
looked  at,  tlie  more  difficult  the  solutions  appear. 
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I  am  pleased  to  be  here  and  to  have  this  opportunity  to  main  this 
statement. 

I  am  Steve  Brunson,  a  farmer  in  Fayette  County,  Tenn.,  a  co- 
operator  with  the  Fayette  County  Soil  Conservation  District,  a  super- 
visor of  that  district  and  a  director  of  the  National  Association  of 
Conservation  Districts. 

I  am  a  farmer  whose  enterprise  has  been  greatly  influenced  by  the 
combined  efforts  of  the  Extension  Service,  the  Soil  Conservation 
Service,  and  conservation  districts.  These  efforts  have  greatly  im- 
proved my  farming  operation.  I  believe  that  I  fall  into  tmit  category 
of  land  users  called  conservation  farmers.  This  term  "conservation 
farmers"  sets  some  of  us  apart  from  the  rest;  we  are  a  rare  breed. 

This  term  as  used  today  I  trust  over  the  next  decade  of  agriculture 
could  be  abolished,  not  because  it's  not  good,  not  because  I  do  not 
believe  in  conservation  farming,  but  because  conservation  must  be- 
come as  integral  a  part  of  the  farming  business  as  planting  and  har- 
vesting and  marketing  the  product. 

In  truth,  if  American  agriculture  is  to  maintain  its  place  as  the 
provider  for  the  world,  even  if  it  is  to  survive  as  a  viable  economic 
system,  the  conservation  of  our  soil  and  water  resources  cannot  faiL 
How  this  is  accomplished  depends  in  large  measure  on  the  direction 
given  by  Washington.  The  leadership  and  the  will  to  accomplish  the 
task  lies  in  the  countryside. 

It  has  been  buffered  by  changes  in  direction,  in  policy,  in  financial 
assistance,  and  determinations  of  national  need.  The  country  has  sur- 
vived all  this,  but  it's  made  little  progress  in  the  field  of  conservation 
If  we  are  to  become  an  industry  able  to  both  produce  and  protect, 
we  must  have  a  sense  of  national  concern  from  the  seat  of  government. 
This  can  be  translated  in  a  variety  of  ways.  Without  question,  addi- 
tional money  and  manpower  are  needed  where  serious  problems  exist 

It  is  appropriate  to  sav  at  this  time.  Mr,  Chairman,  ^at  the  leader- 
ship you  liave  taken  in  the  serious  soil  loss  problem  of  west  Tennessee 
is  to  be  commended.  It  will  be  remembered  in  future  years  as  the 
turning  point  for  a  healthier  agriculture  and  a  better  environment. 

It  becomes  increasingly  apparent  as  we  move  into  the  1980's  that 
conservation  of  our  soil  and  water  resources  should  be  the  major  thrust 
of  the  Department  of  Agriculture.  We  can  no  longer  afford  a  poli<7 
which  has  conservation  programs  on  the  one  hand  and  commodity  pro- 
grams with  acreage  requirements  on  the  other  which  may  be  at  cross- 
purposes  to  sound  farm  management. 

Regulations,  restrictions,  and  cross-compliance  are  not  programs 
which  will  enhance  a  strong  USDA  conservation  policy.  Bather,  edu- 
cation, incentives,  and  direct  economic  assistance  should  provide  a 
basis  for  a  sound  program. 

The  economics  of  on-the-farm  conservation  practices  have  been  de- 
bated for  years.  Pride  of  ownership,  sustained  yields  because  of  a  stable 
resource  base,  income  loss  from  conservation  installations  and  rota- 
tions of  crops,  as  compared  to  income  loss  from  erosion  have  been 
difficult  areas  to  measure. 

We  move  into  an  area  of  public  policy  which  calls  for  reductions 
in  off-site  damage  from  soil  loss,  even  an  improvement  in  the  quality 
of  water  and  land  resources,  we  are  talking  about  benefits  for  all  Amer- 
icans. The  costs  of  these  types  of  pro-ams,  the  sacrifices  of  produc- 
tion if  there  be  any,  must  be  shared  by  all. 
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I  find  it  increasingly  difficult  to  digest  that  the  land  user,  the  farmer, 
is  the  sole  cause  for  soil  erosion  in  this  country.  The  public  demand,  the 
administration  policy  for  production  at  the  least  possible  cost  haa 
placed  an  undue  burden  on  our  farm  economic  system. 

Only  recently  has  the  attention  of  the  American  people  been  focused 
on  the  need  for  conservation.  This  is,  of  course,  due  in  pait  to  the 
efforts  of  you,  Mr.  Chairman,  and  your  colleagues  on  this  conmuttee. 

The  future  of  our  land  and  water  resource  base  is  a  challenge.  I  be- 
lieve we  are  at  last  on  the  right  course,  a  cooperative  effort  oetween 
policymakers  and  land  users. 

Thank  you,  Mr.  Chairman,  for  this  opportunity  to  appear  before 
you  today. 

Mr,  Jones  of  Tennessee.  Thank  you  very  much,  Steve,  and  I  want 
to  reemphasize  the  real  contribution  that  you  have  made  to  the  cause 
all  over  this  country  through  the  years. 

Our  next  witness  is  also  a  real  good  farmer  here  in  west  Tennessee, 
a  good  cooperator  and  a  good  leader,  John  Ware  [Buddy]  Moses  of 
Brownsville,  Tenn. 

Buddy  made  several  trips  to  Washington  last  year,  Ed.  I  don't 
know  if  you  met  him  wliile  he  was  there  or  not,  but  he  headed  up 
the  American  Agricultural  group  that  came  up  there  from  Tennessee 
and  provides  some  real  leadersliip  with  them. 

STATEMENT  OF  JOHN  WARE  [BUIIDT]  MOSES,  FABMEK, 
BBOWNSTILLE,  TENN. 

Mr.  M0SE6.  I  am  Buddy  Moses  from  Brownsville,  Tenn.,  and  I  ap- 
preciate this  opportunity  to  share  some  ideas  with  you.  Mr.  ChairmaQ, 
and  tlie  committee. 

I  guess  all  of  us  have  tried  for  years  to  think  of  ways  to  conserve 
our  soil.  I've  been  farming  2!)  years  and  I  know  in  that  29  years  in  my 
area  in  west  Tennessee  I've  seen  the  yield  gradually  drop.  In  the  last 
5  years  we've  tried  to  say  it's  weather,  we  didnt  have  good  seed,  may- 
be we  didn't  put  down  enough  fertilizer;  but  I  think  we  have  to 
face  it  now  that  the  biggest  or  at  least  50  percent  of  our  problems  in 
yield,  not  only  in  west  Tennessee,  but  all  across  this  country,  is  boU 
erosion. 

As  Congressman  Jone^  mentioned.  I  was  in  this  ag  movement  for 
the  last  couple  of  years,  and  one  thing  I  did  was  ask  a  lot  of  questions 
of  farmers  all  across  this  United  States,  whether  it  was  the  west,  the 
north,  the  south,  east,  or  the  middle,  and  their  yields  are  dropping. 
They've  reached  a  point  that  their  yields  in  a  lot  of  cases  will  not  cover 
their  cost  of  production. 

Being  a  landowner  and  a  renter,  I  think  I  can  speak  for  both  sides 
of  tliis  problem.  Looking  at  it  from  a  landowner,  I  think  that  the  first 
thing  that  our  Government  needs  to  do  is  to  make  it  a  law  that  it's 
mandatory  that  the  landowner  participate  in  a  soil  conservation 
program. 

I  don't  see  any  other  way  that  this  can  work. 

I  might  explain  a  little  on  that,  the  reason  in  my  area,  50  to  60  per- 
cent of  the  farmland  is  absentee  landowners;  and  ^rom  what  informa- 
tion I've  found  out  all  across  this  country,  it  will  average  50  percent. 
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The  rent  that  a  farmer  is  paying  for  land  now  and  only  having  a  1-year 
lease  on  that  farm,  it  is  an  impossibility  for  this  farmer  to  participate 
in  any  soil  conservation  programj  bs  far  as  financing  any  of  it.  He's 
carrying  a  big  enough  load  in  trying  to  buy  farm  equipment,  his  fer- 
tilizer, his  input. 

I  have  some  land,  that's  200  acres,  that  belongs  to  my  mother  and 
I  understand  the  renter's  side  of  it.  One  hundred  percent  of  her  income 
is  from  farming.  She  would  not  be  able  to  participate  in  a  program 
financially. 

I'm  not  saying  this  is  impossible.  Our  land  is  our  most  valuable  asset 
in  this  country,  as  we  are  fast  finding  out ;  but  we  do  have  hardship 
cases  in  land  owner^ip. 

I  can  see  that  there  could  be  a  small  tax  put  on  land.  If  our  Govern- 
ment is  willing  to  participate  50  percent  in  some  form  of  conserva- 
tion program,  I  think  the  landowner  is  willing  to  go  50  percent,  but 
there  win  have  to  be  a  long-term  loan  or  some  smaD  tax  per  acre  put 
on  this  land. 

In  the  1940's  we  had  some  land  that  drained  into  what  we  call 
Muddy  Creek,  It  began  to  overflow  and  Jill  up.  A  lot  of  real  rich  bot- 
tomland became  unusable.  Through  a  group  of  farmers  that  join  this 
creek,  they  agreed  to  put  a  tax  on  their  land  and  this  creek  was  dredged, 
and  this  tax  would  stay  with  that  land  no  matter  who  owned  it.  It  it 
changed  hands  this  tax  stayed  with  it  until  it  paid  off  his  dredging  cost, 
or  their  part  of  the  dredging  cost.  I  think  our  county  and  State  is  defi- 
nitely going  to  have  to  participate  in  this,  and  I'm  talking  about  with 
money,  financing  it. 

In  my  county  there  are  over  800  miles  of  blacktop  roads.  In  the  last 
two  winters  there  have  been  people  that  had  to  park  their  cars  and 
walk  a  mile  to  get  to  their  home  or  ride  a  tractor.  I'm  wilUng  to  venture 
out  and  say  90  percent  of  this  problem  is  caused  by  soil  erosion  filling 
in  the  ditches  and  causing  in  numerous  cases  the  water  to  run  down  the 
blacktop  road  instead  of  in  tlie  ditches. 

I  think  our  county  court  system  that  we  have  in  Tennessee,  which  is 
made  up  of  a  lot  of  farmers,  would  be  more  than  willing  to  participate 
in  a  cost-share  program. 

What  could  tney  do  ?  We  have  a  soil  conservation  office  in  our  county. 
There's  two  or  three  men  that  are  trained  from  this  office  to  go  out  and 
to  lay  off  terraces,  waterways  or  some  form  of  conservation  practices. 

There  wouldn't  be  any  way  that  this  two  or  three  men  could  get 
around  to  all  the  farms  and  lay  off  the  terraces,  the  waterwtn^,  the 
guTly  plugs  that  need  to  be  done.  They  could  not  do  it  without  help. 

I  can  foresee  our  county,  our  State  participating,  bringing  in  some 
engineers  to  work,  to  speed  up  this  program.  I  think  each  county  would 
be  willing  to  pay  for  an  engineer  to  hSp  individual  farmers. 

I  think  definitely,  as  some  of  these  other  gentlemen  have  brought  out, 
that  we're  going  to  have  to  really  get  out  with  public  relations  job  on 
our  hands  to  convince  the  consumer  how  this  would  help  them.  I  don't 
think  any  farmer  is  looking  for  a  handout  or  any  landowner  in  this. 
It's  purely  the  economics  of  it. 

I  can  see  how  the  farmer  can  participate,  or  the  renter,  in  a  long- 
term  loan  to  some  farmers  that  want  to  buy  equipment  to  do  this  work 
with. 
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Back  in  the  forties  there  was  a  program  of  what  we  called  baae  rows 
then.  There  were  farmers  that  took  their  farm  tractors  and  plows  uid 
were  paid  to  lay  off  base  rows  in  some  form  of  a  soil  conservation 
practice. 

I  see  where  farmers  can  be  involved  in  this.  I  think  if  you  get  the 
grassroot  people,  the  people  that  are  definitely  going  to  be  affected  by 
fliis,  get  them  to  participate  in  it,  this  program  will  go.  If  it's  only 
from  Washington,  it's  going  to  be  hard  for  it  to  go. 

I  think  one  of  the  bic  things,  we  could  spend  $500  billion.  If  we  dont 
have  a  program  to  follow  this  up,  to  monitor  it ;  if  west  Tennessee  was 
set  up  as  a  pilot  project  and  every  acre  was  put  in  perfect  soil  conserv- 
ing condition,  and  we  didn't  follow  up  on  it,  we  would  end  up  in  worse 
trouble  than  we  are  now. 

A  broken  terrace,  broken  gully  plugs  are  a  whole  lot  worse  than  if 
you  never  put  tliem  there.  In  closing  I'd  just  like  to  say  that  the  farmer 
wants  to  participate.  I'm  one,  and  I'm  a  landowner;  I  want  to  partici- 
pate. 

TVA  called  me  last  week,  Mr.  Jim  Ransom,  Congressman.  I  doubt 
if  you  know  him.  I  deal  with  him  through  the  fertilizer  division.  He 
asked  me  would  I  get  a  group  of  men  together.  They  wanted  to  meet 
with  some  farmers,  some  agribusinessmen,  to  get  some  ideas,  and  they 
a^ed  me  would  I  call  10  to  12  men  together. 

As  you  know,  this  is  the  harvest  season,  the  cotton  ginners,  the 
farmers  picking  and  combining;  but  I  sat  don-n  and  I  thought  about 
it  and  I  called  my  Congressman  Jones  and  I  told  him.  He  said,  "Do 
it." 

I  called  10  men.  Not  a  one  refused  to  meet  October  16,  one  night, 
with  TVA,  to  come  up  with  some  ideas  that  they  think  can  be  used 
and  will  be  usable  that  TVA  can  start  right  now. 

So  from  that  I  can  say  the  farmer  is  definitely  interested,  definitely 
going  to  help.  Our  oil  crisis,  we  all  know  about  that,  but  I  think  this 
soil  crisis  is  just  as  big,  if  not  bigger. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Buddy  Moses,  and 
we'll  expect  you  to  remain  so  we  can  talk  to  you  later. 

Our  next  witness  is  also  a  very  good  farmer  here  in  western  Ten- 
nessee on  the  northwest  comer  of  the  State,  one  of  the  outstanding 
farmers  of  Obion  County  and  west  Tennessee,  Mr.  William  [Billl 
Tanner. 

Bill.  I  appreciate  it  and  I'm  glad  that  you  consented  to  come  down 
here  today. 

Mr.  Tanner.  Thank  you.  I'll  say  this.  I  had  lota  of  thoughts  about 
walkine  off  and  leaving  my  picker  and  a  lot  of  com  on  the  ground 
and  so  forth  to  come  down  here,  but  I  think  it's  a  most  impoitont 
thing  that's  faced  us  in  a  long  time. 

STATEMENT  OF  WHXIAU  TAHHEK,  FABHES,  OBION  COUBTT, 

TENN. 

Mr.  Tanner.  Before  I  start,  I'd  like  to  say  that  I  do  farm  in  Obion 
County,  whidi  is  one  of  the  leading  agricultural  counties  of  the  State. 
I  grow  com,  soybeans,  wheat,  and  caUle.  I  don't  pose  as  an  expert  on 
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the  cotton  end  of  it  or  the  big  wheat  growers  or  tobacco  or  those  various 
other  things.  I've  been  interested  in  soil  conservation  throughout  mj 
farming  career,  which  extends  back  to  World  War  II.  I've  been  the 
president  of  the  Hoosier  Creek  Watershed  since  its  establishment 
about  20  years  ago. 

Let  me  say  before  I  start,  I  have  a  high  regard  for  the  Soil  Con- 
servation Service.  I  think  they  have  done  a  magnificent  job  with 
what  they  had  to  work  with,  the  resources  and  so  forth,  and  I  don't 
want  what  I  have  to  say  to  be  construed  as  a  criticism  of  anything 
that  anybody  that  has  had  to  do  with  the  promotion  of  programs  in 
the  past.  I've  supported  them  and  I  think  they  have  done  a  good 
job. 

I  noticed  that  in  1934,  which  was  about  the  time  that  soil  conserva- 
tion idea  took  hold  in  this  country,  the  United  States  was  losing  3 
billion  tons  of  soil  per  year.  Now,  45  years  later,  in  1979,  and  after 
spending  hundreds  and  himdreds  of  millions  of  dollars  and  all  of  the 
effort  and  publicity  and  education  that's  gone  into  it,  we're  losing  4 
billion  tons  of  soil  per  year  in  this  country. 

Over  one-third  of  our  cropland  is  losing  soil  at  a  more  rapid  rate 
than  we  can  afford  if  we're  to  sustain  production  and  not  perma- 
nently deplete  and  damage  our  soil.  As  somebody  pointed  out,  the 
average  loss  of  nine  tons  per  acre  is  roughly  twice  what  we  can 
afford. 

So  the  problem,  I  think  we  all  recognize,  is  serious;  it's  critical;  it 
demands  that  something  be  done.  We  no  longer  have  time  to  play  mih 
this  thing.  We've  been  trying  for  45  years  to  educate  and  to  persuade 
and  to  demonstrate  and  to  get  people  to  participate  with  varying 
degrees  of  success.  I  think  that  a  lot  of  the  problem  is  that  we  are  at- 
temj)ting  to  grow  row  crops  on  land  that's  ill-adapted  to  row  crops, 
and  in  order  to  do  that  we  think  we  can  establish  all  sorts  of  expen- 
sive practices  to  do  that  sort  of  thing.  I  think  it's  basic  in  soil  con- 
servation that  we  use  every  acre  for  the  purpose  for  which  it's  best 
adapted ;  and  if  we  did  that,  I  think  a  lot  of  our  problem  would  be 
solved.  I  am  distressed  to  hear  calls  for  more  and  more  millions  and 
millions  and  maybe  billions  of  dollars  to  be  poured  into  the  program. 
I  don't  think  that's  what  we  need. 

I  noticed  in  Iowa  that  they  had  $12  million  State  and  Federal  funds 
available  for  soil  conservation  work  there,  but  they  estimated  that  to 
do  the  job  like  it  needed  to  be  done— and  Iowa  is  one  that's  losing  a 
lot  more  soil  than  they  could  afford  to  lose — they  estimated  that  tlie 
money  required  to  do  the  job  as  it  should  be  done  was  over  $2  billion. 
They've  got  $12  millirai  and  it  would  require  over  $2  billion. 

Right  now,  a  problem  that  is  just  as  urgent  and  perhaps  more  ur- 
gent than  soil  conservation.  I  think,  is  inflation.  Tou  know,  in  his- 
tory there's  never  been  a  nation  that  inflated  their  currency  to  the 
point  that  we  have  who  was  able  to  bring  it  under  control  until  the 
value  of  their  money  went  to  zero,  which  would  involve  a  repudiatitm 
of  the  national  debt  and  everything  else. 

I  think  it's  essential  that  we  reduce  this  Federal  spending.  If  it 
starts  with  me,  let  it  start  with  rae;  it's  got  to  be  reduced.  I  don't 
think  we  can,  in  good  conscience,  ask  the  Federal  Government  to 
solve  this  problem  for  us  when  we've  got  better  ways  to  do  it  anyway. 
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It  may  not  be  &  popular  way  to  solve  the  problem,  but  as  I  look  at 
what  we've  done  over  these  45  years  and  witji  all  good  intentions  and 
with  good  efforts  and  good  work,  it  just  simply  is  not  getting  the  job 
done. 

I  pointed  out  fo  Ed  that  after  I  attended  the  day  at  Dyer,  and 
I  thought  it  was  excellent  the  way  it  was  put  on,  the  demonstration 
down  there.  People  cooperated  and  it  was  a  wonderful  day. 

But  I  attended  a  day  almost  identical  to  that  way  back  about  1946 
or  1&47, 1  forget  the  year,  between  Martin  and  Dresden.  They  had  a 
1-day  facelifting  of  a  farm  there  and  all  the  fertilizer  and  machinerv 
people  and  everybody  came  in  and  they  did  this, 

I  don't  know  many  farmers  who  are  not  pretty  well  educati^l  about 
■  toil  conservation  and  about  these  practices. 

What  the  problem  really  is  wnen  you  get  down  to  it,  a  farmer  is 
faced  with  a  decision  of  my  living,  my  short-term  personal  gain  versus 
the  long-term  national  good,  and  there's  not  many  of  us  when  our  living 
is  involved  and  my  kidi  going  to  college  and  that  short  of  thing,  that 
are  going  to  choose  the  long-term  national  good  when  growing  soy- 
beans on  a  hillside  will'  put  my  kids  through  another  year  in  college. 

That's  the  problem  right  there  and  there's  not  enough  money  in  the 
Federal  treasury  and  I  doubt  if  they  can  borrow  enough  to  really  soIva 
this  problem  with  money. 

Now,  to  me  the  answer  is  this :  In  every  city  and  every  town  that 
I  know  of,  they  have  a  zoning  program.  Some  land  is  zoned  residential, 
some  is  zoned  heavy  industry,  and  light  industry,  and  commercial,  and 
various  ways,  depending  on  its  location  and  its  capability  and  so  forth. 

My  feeling  is  that  if  all  of  the  land  in  the  United  States,  all  of  the 
farmland  in  the  United  States  ought  to  be  similarly  zoned.  Nobody  in 
towns  feels  that  the  sanctity  of  private  ownership  is  infringed  by 
having  their  land  zoned.  They  know  what  the  zone  is  when  they  buy 
the  land.  If  they  want  to  put  in  industry,  they  go  buy  land  that  is 
zoned  for  industry.  If  they  want  to  put  in  a  subdivision,  they  get  land 
that  is  zoned  residential,  I  think  that  all  of  our  farmland  should  be 
zoned  in  a  similar  way,  zoned  permanentlv. 

Now,  the  basis  for  that  could  very  well  be  the  soil  surveys.  I  don't 
know  how  far  along  that  program  is.  I  know  it's  completed  for  my 
county,  and  you  have  soil  capability  groupings. 

Each  group  of  soils,  and  they  are  identified  on  the  map  there.  Some 
of  them,  they  say,  you  can  grow  a  row  crop  every  year  on  it  and  you 
wont  hurt  it.  There's  no  danger  from  erosion,  level  land  and  well- 
drained  land  that  there's  no  danger. 

Then  they  have  class  two  land  that  requires  a  slight  degree  of 
protection,  and  so  forth.  Some  land  could  be  cropped  every  year,  some 
could  probably  be  cropped  2  years  out  of  S,  or  1  year  out  of  4 ;  some 
land  that  we're  growing  crops  on — ^I  just  saw  field  after  field  as  I  drove 
down  this  morning  of  soybeans  on  rolling  ground  through  all  of  west 
Tennessee,  and  down  every  row  was  a  trench.  They  smooth  it  over  when 
they  plant  the  next  crop  and  you  don't  hardly  realize  the  soil  is  gone, 
but  it's  gone. 

So  they  could  be  zoned  that  way.  A  lot  of  this  land  ought  to  be 
permanently  in  grass.  Some  of  it  ought  tQ  be  permanently  in  timbw- 
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We  ought  not  to  clear  some  of  these  st«ep  hills  of  timber.  We  need 
timber  and  we  need  grass. 

Now,  if  the  Federal  Government  is  going  to  furnish  an^  Bnaneial 
hel^,  it  seems  to  me  that  it  should  be  in  tne  form  of  helping  in  the 
initial  expense  of  changing  over  from  a  row  crop  agriculture  to  an 
agriculture  of  perhaps  scHue  livestock,  because  there  is  an  en>enaB 
involved  of  fencing  and  water  and  various  things;  but  that's  what  is 
gmng  to  have  to  happen  on  a  long-term  basis. 

I  dont  think  yon  can  take  a  steep  hillside  here  that's  suited  tor 
grass  and  grow  soybeans  on  it,  and  in  order  to  do  that,  as  Mr.  McCalla 
said,  spend  this  $400  an  acre  to  build  these  parallel  terraces.  I've  seen 
so  many  farmers  build  terraces  and  tear  them  out  because  they  got  in 
the  way.  Very  few  would  maint&in  them,  I  think. 

So  it  seems  to  me  that  we're  just  beatmg  around  the  bush  and  we're 
fooling  ourselves  if  we  think  by  incentives  we're  going  to  encourage 
andpeisuade  people  to  participate  voluntarilv. 

We're  had  45  years  of  this  and  it  isnt  working.  In  fact,  we're  losing 
ground.  I  think  the  time  has  come  now  to  have  a  positive  program 
where  we  identify  this  land  and  say  this  is  grassland,  this  is  row 
cropland. 

As  a  byproduct,  we  would  have  many  environmental  advantages. 
We  would  nave  many  econranic  advantages,  because  believe  it  or  not, 
much  of  this  laud — and  I  know  because  I  farm  some  of  the  steepest 
land  in  west  Tennessee  and  I  farm  some  of  the  flattest  in  west  Tennes- 
see, and  many  years  my  steepland  when  cattle  are  a  good  price  has 
netted  more  than  my  bottomland.  An  acre  of  grass  wUl  produce  nu- 
trients just  like  an  acre  of  com  will. 

This  is  the  kind  of  education  we  need  to  do,  and  we  need  to  get 
people  to  use  their  land  in  the  way  that  the  Lord  meant  for  it  to  oe 
used.  That's  what  it's  adapted  for. 

Well,  I've  said  more  than  I  came  to  say  anyway.  I  appreciate  being 
down  here  and  111  be  around  for  any  questions. 

Mr.  JoNiB  of  Tennessee.  Thank  you  very  much,  Bill,  a  very  good 
statement  and  we  certainly  appreciate  your  presence. 

We  have  Mr.  Richard  Lutz  here  who  was  not  on  the  formal  list  for 
a  statement,  but  he  said  he'd  like  to  make  a  statement.  Mr.  Lntz,  we^ 
be  glad  to  hear  you  now. 

Is  Clarence  Sparks  in  the  audience!  You  are  next  Mr.  Jeny  Ull, 
well  hear  you  after  Mr.  Sparks. 

STATEXEnr  OF  BICHASl)  LUTZ,  FABKES 

Mr.  LcTZ.  Thank  you,  sir.  I  appreciate  the  opportunity. 

I  make  no  excuse  for  my  attire.  I  was  cutting  beans  when  I  left  and 
I  didn't  have  time  to  change. 

Congressman  Jones,  I  want  to  start  by  just  saving  that  I  think  all 
of  us  recognize  that  some  of  the  greatest  problems  we  have  is  soil 
compaction  and  the  lack  of  water  management. 

At  the  conclusicHi  of  a  letter  I  furnished  <to  Mr.  Joe  Hill  and  you,  a 
notarized  letter  f  nmi  a  farmer,  he  asked  me  to  read,  I  want  to  start  by 
reading  his  last  line  addressed  to  you,  'We  appreciate  your  listening 
to  us  and  all  your  efforts." 
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I  think  that  would  be  a  good  way  to  start.  I  call  on  farmers,  and 
around  the  Midsouth  their  attitude  is  changing,  I'm  speaking  for  the 
Midsouth  because  I  know  it  like  the  back  of  my  hand. 

Farmers  are  starting  to  say,  "Well,  maybe  they  really  are  going  to 
do  something  about  it,'  and  I  say,  "No,  you're  the  one  that's  going  to 
have  to  do  sometliing  about  it,"  and  they  agree.  Let  me  read  this. 

This,  by  the  way,  is  from  a  farmer,  James  W.  Wilson,  951  Baker 
Boad,  Lake  Cormorant,  Miss.,  and  I  believe  Brother  Sparks  is  an 
acquaintance  of  his. 

D&u  Sib  :  There  is  a  material  being  offered  on  tbe  market  called  React.  I  bare 
used  tblB  product  for  two  years.  I  bare  fouDd  that  my  fields  which  are  in  tbe 
hiUa  northwest  of  Vernandah,  Mies.,  about  12  miles  have  much  better  tvaler 
percolation.  We  hare  noticeably  much  leas  erosion  on  the  side  of  tbe  lilll  field 
that  waa  treated.  The  soil  also  worlced  better. 

Before  I  started  using  It,  I  had  to  nil  in  my  ditches  that  washed  away  durlag 
tbe  growins  season  and  winter  with  a  bulldozer.  I  haven't  bad  to  do  that  in  two 
seaaone.  My  bottomland  can  also  t>e  worked  sooner  after  a  rain.  This  coats  me 
about  $S  an  acre. 

^Wben  we  ran  a  yield  check,  we  bad  close  to  a  S-busbei-per-acre  increase  on 
forest  beans  off  the  treated  side. 

We  appreciate  yonr  listening  to  ua  and  all  your  efforts, 

A  couple  of  other  comments  that  I  might  make.  Most  of  what  we 
share  is  either  in  the  form  of  a  letter  or  an  affidavit. 

This  comes  from  Mark  Spain,  superintendent  of  Little  Bock  Coun- 
try Club  in  Little  Bock,  Ark.  Of  course,  we're  not  here  to  talk  about 
country  clubs,  but  I  think  his  comment  is  worth  hearing. 

"After  seeing  the  difference  it  made— he's  referring  to  Beact  and  a 
fertilizer  here — on  our  fairways  where  we  had  been  using  the  agri- 
soil  and  plant  treatment  program,  I  am  recommending  we  treat  our 
roughs  also  to  help  get  better  water  penetration,  less  erosion,  and  more 
cover." 

I'm  going  to  just  mention  what  that  Beact  is,  if  I  can  read  these 
long  words.  It's  ammonium  laureath  sulfate,  or  ammonium  alcolether 
sul»te,  58  percent;  it's  alpha  pinene,  4  percent;  solubilizing  and 
coupling  agents,  38  percent. 

The  purpose  of  that  material  is  to  allow  faster  and  deeper  water 
penetration,  more  porous  soil,  reduce  water  runoff,  retain  the  moisture 
loliger,  easier  tillage  of  the  soil,  increased  effectiveness  of  tile,  pene- 
tratmg  hard  cranpacted  soil. 

I  want  to  say  this  from  personal  experience,  this  material  can  go  oot 
at  any  time.  I'm  not  really  here  to  sell  a  product,  but  I'll  tell  yon  this : 
It  will  make  a  hard  pan  porous  where  the  water  will  go  through  it  and 
come  back  through  it  when  it's  needed. 

This  material  is  on  your  farm  this  year.  Congressman  Jones.  I  think 
it's  on  a  30-acre  plot  off  of  a  42-acre  field,  and  this  should  be  done  <Hi 
every  farm  if  they  choose  to  do  it.  Gary  Fessmeyer  is  the  one  who  is  in 
control  of  that 

I  want  to  make  one  comment  on  foHer  feeding.  I  was  talking  with 
people  from  the  University  of  Arkansas  one  day  and  the  plant  patholo- 
gist was  telling  the  farmer,  "Plow  up  your  soybean  stubble  in  the  fall." 

The  soil  microbiologist  told  him  at  the  same  setting  at  the  coffee 
table  at  the  Parker  Equipment  Co.,  "Plow  up  your  soybean  silage  in 
the  spring." 

You  see  what  I'm  getting  at  ?  I  do  not  mean  that  m  a  derogatory 
Both  of  them  made  a  very  good  point  thereafter.  I  thiiut  tw 
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one  of  the  things  that  we  need  to  do  is  do  some  more  submoisture  plow- 
ing. You  ssy,  '"Good  grief,  I  won't  only  be  Iming  my  topsoil ;  111  be 
losing  my  subsoil,  too."  That  is  not  the  case.  It's  according  to  how  you 
time  the  submoisture  plowing  as  to  the  effectiveness  of  it. 

I  think  that  we  need  to  do  more  in  the  way  of  not  just  going  out  there 
every  year  on  the  pasture  land  and  sticking  300  pounds  of  ammonium 
nitrate  out  there,  i  think  there  should  be  more  soil  analyses  run,  be- 
cause two  of  the  things  that  have  caused  soil  compaction,  which  is  one 
of  our  greatest  problems,  are  25  years  of  toxic  and  caustic  chemicals  and 
over- fertilization.  That's  just  tlie  plain  truth. 

I  was  talking  to  Mr.  Joe  Bums  at  the  University  of  Tennessee  «t 
Barrow's  Angus  Ranch  the  other  day  and  we  got  into  this,  and  he 
agreed  with  me  fully,  because  most  of  the  pastures  are  overfertilized. 
What  they  need  to  do  is  more  knifing  and  less  fertilizing. 

This  is  an  excerpt  from  an  article  in  the  California  Farmer,  written 
by  Mr.  Carl  W.  Piatt,  entitled,  "Folier  Feeding  Insures  Fertilizer 
Effectiveness." 

I'm  just  going  to  read  three  excerpts. 

The  efficiency  of  any  fertilizer  tbat  Is  applied  to  the  soli  Is  very  low.  To  be 
speciflc,  lesa  than  50  pendent  of  anj  form  of  nitrogen  applied  is  ever  available  to 
the  plants.  Only  10  to  SO  percont  of  any  form  of  phosphate  fertiliser  that  la  ap- 
plied to  the  soil  is  usable  or  available  to  plants  growing  In  that  soil.  If  yonr  soils 
contain  the  minerals,  vermlcullte  and  mica,  as  little  as  Qve  percent  of  any  potaa- 
stum  fertilizer  that  is  applied  ma;  be  recovered  b;  the  plants. 

I'm  not  standing  up  here  saying,  "Don't  fertilize."  I  just  look  that 
dumb ;  I'm  not, 

I'm  just  saying  to  you  that  when  you  start  talkine  about  the  cost  per 
acre  in  farmmg,  there's  ways  of  doin^  it  and  it  would  cost  you  a  whole 
lot  less  to  take  a  soil  analysis  and  fertilize  according  to  it. 

We've  been  using  caustic  and  toxic  chemicals  all  Uiese  years.  We  can- 
not expect  that  soil  to  recover  all  by  its  lonesome. 

I  mean,  God  made  it  to  where  it  would  come  in  a  cycle  every  year, 
you  see.  The  soil  on  the  whole  Earth  is  that  way  to  different  degrees. 
The  ingredients  in  that  react  are  mostly  farm  byproducts  anyway. 
Isn't  this  ammonium  sulfate  derived  from  coalf  What  is  it  derived 
from? 

It's  just  put  together.  But  that's  the  only  thing  that  I  know  of  in  the 
entirety  of  the  thing,  besides  the  coupling  agent,  that's  not  farm  by- 
products. It  is  the  organic  material  that  will  allow  the  faster  and 
deeper  water  penetration.  I  know  I'm  repeating  myself. 

The  more  porous  soil,  reduce  water  runoff,  erosion,  help  retain  the 
moisture  longer,  make  the  soil  work  easier,  increase  the  effectiveness 
of  tile.  There's  tiling  up  there  close  to  your  house. 

As  a  matter  of  fact,  Gary  has  got  Some  out  in  the  field  right  b^iind 
his  headquarters  there.  He  told  me  it  was  good  for  3  or  4  years  and 
he's  got  to  rework  it,  if  I'm  quoting  him  correctly. 

Penetration  of  hard  compacted  soils.  I  think  that's  something  that 
should  be  looked  into. 

Now,  I'm  going  to  make  a  statement  in  closing,  and  it's  this.  I  am 
not  committing  the  company  or  committing  any  of  the  farmers  that 
use  the  material. 

I  am  willing  to  pay  any  land-grant  university  in  researching  this 
material  3  cents  per  acre  in  their  State  as  a  means  of  a  grant,  plus 
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the  contribution  of  the  material,  and  it  will  be  from  the  actual  record. 

I  sure  do  appreciate  you. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Lutz,  We  appreciate  your 
presence. 

The  next  witness  is  Mr.  Clarence  Sparks  of  Walls,  Miss.,  and  then 
Mr.  UU. 

STATEHENT  07  CLAHENCE  SPASKS,  VICE  FSESIDENT,  HISSISSIFfI 
ASSOCIATION  OF  FASMEH-ELECTED  COHXITTEEHEN,  WALLS, 
HISS. 

Mr.  Sparks.  Confressmen  and  members  of  the  committee,  I  am 
most  appreciative  of  this  opportunity  of  visiting  with  you  this  after- 
noon. I  nave  enjoyed  the  testimony  that  I  have  heard  bo  far,  and  I 
appreciate  the  interest  reflected  in  the  lives  of  these  men  who  have 
appeared  before  you. 

I  am  especially  grateful  for  the  fact  that  one  of  your  caliber  and 
ability  serves  in  a  position  as  you  do  and  that  you  have  the  interest 
at  heart  that  you  do  with  regard  to  what,  in  my  opinion,  is  one  of  the 
crisis  problems  of  our  time  in  connection  with  our  soil. 

The  afternoon  is  wearing  on  and  I  am  going  to  make  my  statement 
very  brief. 

I  am  the  vice  president  of  the  Mississippi  Association  of  Farmer- 
Elected  Committeemen,  and  a  member  of  the  National  Association  of 
Farmer-Elected  Committeemen.  I  have  served  in  other  capacities  with 
varying  responsibilities  in  my  county  and  State,  and  I  have  been 
dependent  on  my  farm  to  pay  my  bills,  at  least  the  portion  of  the  bills 
that  have  been  paid,  all  my  life.  My  family  for  five  generations  have 
made  De  Soto  County  our  home,  and  we  have  been  dependent  on  the 
soil  for  our  livelihood,  so  we  are  vitally  concerned  about  the  issues 
that  have  been  mentioned  and  discussed  this  afternoon. 

Two  or  three  things  that  I  want  to  mention.  First  of  all  is  tiiat  I'm 
opposed  to  any  form  of  legislation  which  provides  for  a  national  com- 
pulsory overaU  land  use  plan. 

Second,  I  would  request  of  the  agriculture  conservation  program 
under  the  present  ASCS  and  SCS  relationship  be  continued,  and 
that  funding  for  the  program  be  increased  to  the  level  that  would 
meet  current  needs. 

Third,  the  coordinated  joint  effort  of  farmer-elected  communitT  and 
county  committees  in  conjunction  with  the  local  district  soil  and 
water  conservation  boards  and  SCS  technicians  is  the  best  vehicle  for 
the  administration  of  conservation  and  land  improvement  programs. 
This  arrangement  has  been  widely  accepted  and  will  ccmtinue  to  serve 
our  farmers  and  landowners  in  the  most  fair  and  equitable  manner. 

Of  course,  there  are  a  number  of  issues  involved  in  conservatiwi,  and 
I  pride  myself  in  being  a  conservationist.  We  have  empl(^ed  varioQS 
soil  and  water  conservation  techniques  on  our  place  for  a  number  of 
years,  using  no  till  and  minimum  till  and  other  approaches  to  tillage 
and  use  of  the  soil  to  the  best  advantage.  We  enjoy  the  use  of  bottMn- 
lands  and  we  enjoy  the  use  of  sloping  hill  lands,  and  I  can  assure  you 
that  we  have  the  problem  at  heart. 
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These  things  that  I  have  mentioned,  however,  have  to  do  with  some- 
thing aside,  I  guess,  from  the  basie  issue  itself;  that  is,  the  loss  of  the 
soil,T>ut  they  are  attendant  to  something  of  the  process  that  might  be 
utilized  in  association  with  the  Congress  attempt  to  solve  the  problem. 

I  appreciate  so  much  your  interest  and  I  appreciate  the  opportunity 
this  afternoon.  If  there  are  any  questions  frc«n  you  or  your  committee, 
I  should  like  to  respond  at  a  convenient  time. 

Mr.  Jones  of  Twmessee.  Thank  you  very  much,  Mr.  Sparks,  and  we 
will  call  you  back  in  just  a  moment.  I  have  one  more  witness  I'd  like  to 
hear  on  another  subject  before  we  put  the  panel  together. 

Mr.  Jerry  Ull  is  representing  the  Farmers  Production  Credit  Asso^ 
ciation  from  Ashland,  Ohio.  He  has  consented  to  appear  this  afternoon 
and  I  thought  we  had  the  time.  Mr.  Ull,  I  believe  you  said  your  state- 
ment was  not  long. 

Mr.  Ull.  Yes. 

STATEMENT  OF  JEBRT  ITLL,  VICE  CHAIBMAH,  BOARD  OF  DIBEC- 
TOBS,  FABMEKS  PBOBUCTIOH  CBESIT  ASSOCIATIOH,  ASHLAITB, 
OHIO 

Mr.  Ull.  Congressman  Jones,  members  of  the  subcommittee,  I'm 
Jerry  Ull,  vice  cui-innan  of  the  board  of  directors  of  the  Farmers  Pro- 
duction Credit  Association  of  Ashland,  Ohio. 

Before  I  give  this  testimony,  I  would  like  to  say  I  really  want  to 
thank  the  people  down  here  for  their  great  southern  hospitality. 

My  wife  and  I  drove  down  the  last  2  days  and  people  have  been  very 
congenial  to  us  and  I  hope  if  any  of  you  ever  come  up  to  Ohio,  that  we 
can  show  you  the  same  courtesy. 

I  have  been  interested  here  in  hearing  the  testlmoTiy  from  the  soil 
conservation.  I  might  give  you  a  little  relation  of  our  own  home  farm. 
My  son  and  I  have  around  400  acres.  We  keep  about  150  dairy  cows 
and  about  that  many  head  of  livestock.  We  have  been  in  no-till 
farming  of  com  and  for  the  last  10  years  we  alternate  our  contour 
strips  with  com  and  alfalfa.  We  have  been  trying  to  save  our  soil  aiid 
I'm  very  interested  in  this  aspect,  too. 

I  might  say  I  was  interested  on  the  sludge  disposal.  We're  having 
a  lot  of  that  up  in  northeastern  Ohio  now,  I  tried  seven  acres  of  it 
this  last  year.  The  com  looks  good.  We  have  not  made  yield  checks  now. 
We  are  a  little  concerned  about  the,  heavy  metals. 

There's  a  lot  of  work  being  done  in  Ohio  on  this.  At  the  present 
time  I  think  there's  three  semi's  hauling  24  hours  a  day  into  our  county, 
sludge  from  northern  Ohio.  So  it  is  coming  in. 

We  have  strip  mines  down  there.  They  were  wanting  to  fill  them  up. 
We  did  get  that  stopped.  We  were  afraid  of  it  gettmg  in  the  water 
level.  There's  been  a  lot  of  work  done  on  that  in  Ohio.  So  I  just  thought 
I'd  relate  that  to  you. 

The  Ashland  Association  has  $159,847,000  in  assets  and  has  a  mem- 
bership in  excess  of  5,000  fanners  in  our  11-county  chartered  territory, 
which  lies  south  of  Lake  Erie  in  north -central  Ohio. 

I  appreciate  the  opportunity  to  present  the  Farmers  Production 
Credit  of  Ashland's  views  concerning  H.R.  4782,  the  Farm  Credit  Act 


ly  Google 


Amendments  of  1979.  We  sincerely  believe  all  the  amendmesite  as 
presented  are  needed  to  keep  the  Farm  Credit  System  the  depent^ble 
source  of  farm  credit  that  it  has  been  for  the  past  50  years. 

The  officers,  directors,  and  employees  of  the  farmer  members  of  our 
association  totally  supports  the  Farm  Credit  bilL  However,  we  believe 
that  the  Production  Credit  Association  needs  a  longer  term  loan  than 
the  7  years  now  permitted. 

Our  people  need  terms  of  10  to  12  years  for  several  reasons.  Low^er 
net  farm  income  as  a  result  of  inflation;  larger  expansion  projecta  and 
capital  investments  and  larger  machinery  items  simply  cannot  be 
amortized  over  the  present  7-year  limitations. 

EPA  regulations  are  creating  the  need  for  more  ezpenelve  and 
sophisticated  manure  disposal  systems.  We  cannot  and  should  not 
expect  high  capital  outlays  for  non- income -producing  units  like  Uutt 
to  be  paid  out  in  7  years. 

I  would  like  to  relate  to  you  our  own  experience  on  our  farm. 
I  have  not  heard  this  brought  out  today ;  EPA  regulations. 

Back  in  1973  EPA  came  in  on  our  farm,  which  is  located  <»i  a  State 
highway,  and  told  us  that  the  runoff  from  our  cemented  barnyard  was 
causing  pollution  in  a  little  lake  2  miles  downstream  from  t^.  Our 
farm  is  really  at  the  headlands  of  this  wat«rshed.  If  our  bam  had  been 
the  length  of  a  football  field  on  north,  the  water  would  have  run  the 
other  direction  and  we'd  probaby  have  never  had  any  trouble;  but  it 
runs  to  the  south,  and  they  said  something  was  going  to  have  to  be 
done. 

So  in  1974  my  son  and  I  decided  we'd  go  to  the  expense  to  cover  the 
barnyard,  which  at  that  time  cost  us  $14,000. 

Then  they  came  in  and  said  that  wasnt  enough.  The  water  from  our 
milkhouse  and  our  holding  area  and  our  milking  parlor  was  contribut- 
ing to  the  pollution  of  this  little  lake. 

Now,  I  should  relate,  too,  that  where  I'm  located,  we  live  80  miles 
south  of  Cleveland.  There's  a  very  highly  populated  area  north  of  us 
and  east  of  us ;  Akron  is  50  miles ;  Canton  is  30  miles ;  a  lot  of  popula- 
tion up  there. 

We're  really  kind  of  the  playground  of  northeastern  Ohio,  These 
people  come  down  to  our  area.  They  are  buying  up  little  tracts  of  land, 
puttingup  a  summer  house.  Some  of  them  are  coming  down  there  to 
retire.  They  are  also  coming  down  there  for  camping  for  weekends. 
That's  what  this  was.  It's  a  little  lake  and  they  were  coming  down  there 
camping  for  weekends. 

The  man  right  above  it  had  a  hog  operation,  an  older  man.  First 
they  hit  him  and  put  him  out  of  busmess.  He  was  not  in  a  position  to 
do  anything  except  he  had  his  hogs  running  loose  on  the  hillside  there, 
fed  out  5  or  6  hundred  head  a  year;  and  they  put  him  out  of  business. 

We  were  the  next  ones  to  get  it.  Not  that  I'm  criticizing  EPA,  It's 
just  one  of  the  things  of  the  times,  I  think,  but  when  they  talked  to  as 
about  the  milkhouse  and  so  forth,  we  asked  them  to  give  us  a  longer 
time  to  do  this,  to  fix  this  up,  and  they  said,  "How  long  do  you  need!" 

I  said,  "Well,  I  thought  m  2  years  we'd  be  putting  in  a  new  milking 
parlor  and  we'd  take  care  of  it  then."  So  they  gave  me  that  2  years. 

So  we  put  in  our  new  milking  parlor,  new  milkhouse,  new  holding 
area,  and  then  we  built  a  lagoon.  The  lagoon  cost  us  $14,000. 
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lbs  pump  to  get  the  w^«r  from  the  milkhoose  uid  the  boldisf  ue* 
and  so  fortn  into  the  Ugoon  where  it  was  situated  cost  another  §,000. 

So  I  had  a  total  expense  of  around  $32,000,  which  today  I^  sue  if  I 
put  it  in  today,  the  whole  thing,  barnYard  and  all  of  the  other  things, 
would  coEt  between  $50JXX)  nnd  $00,000. 

This  didn't  add  to  our  income  1  penny,  and  this  is  the  thing — things 
li]»  this,  I  think  PCA  should  have  tl^  kniger  term  loans,  becaosa 
we  cannot  generate  any  added  income  by  doing  this;  bat  we  compbed 
with  EPA  on  this. 

Sileage  equipment,  cflmbinea  and  larger  tractors  now  can?  price 
tags  in  excess  of  (50,000.  Many  such  items  cany  a  life  expectancy  of 
'20  yeais  or  more.  Should  a  fanner  not  be  allowed  more  time  than  7 
years  to  pay  for  them  1 

Credit  needs  of  fanners  are  rapidly  changing-  Our  early  histtxy  ill 
&nn  credit  reveals  that  the  m^Timpm  time  to  pay  a  PCA  loan  was  at 
one  time  <Mily  3  years.  Later,  legislaticm  moved  this  time  op  to  5  yeaiB. 

The  request  was  made  in  19S  for  a  10-year  loan,  and  £w  to  objec- 
tions, a  comprtMnise  of  7  years  was  granted.  There  has  been  no  change 
in  the  matoritT  of  the  intermediate  term  loans  for  the  past  18  yaus, 
while  doring  tJus  time  period  inflatiim  has  eroded  the  wmar's  anli^ 
to  pay. 

I  reroectfoUy  request  on  behalf  of  the  farmers  in  our  part  of  the 
Farm  Credit  System  that  the  law  be  amended  to  permit  Production 
Credit  AssociatMns  to  make  loans  for  capital  porchases  with  matur- 
ities up  to  10  years. 

I  thank  you  very  mndi. 

Mr.  Joxzs  of  Tennessee.  Thank  yoo,  Mr.  UlL  If  youll  stay  aroimd, 
well  questioo  yon  later. 

We  have  two  nten,  erne  with  the  local  Bank  for  Co-ops  and  one,  the 
president  of  the  FICB  here,  if  you  dimt  object,  well  hear  them  next 
and  then  call  you  together. 

Mr.  Thcmas  Farr,  president  of  the  local  Bank  for  Co-ope,  well  hear 
you  at  this  time,  and  men  Mr.  Dkk  Feltner,  then  well  call  bpth  groops 
up  together.  I  think  this  will  be  s(»ne  accoamKxlation  to  these  gentle- 
men  because  they  are  on  a  tight  schedule. 

We  appreciate  your  coming,  Tran.  If  you  summarize,  well  still  pift  it 
all  in  the  record,  whatever  you  want  to  da 

SIAIEKER  07  TH01U8  >.  PAUL,  LOUISTILLS  BAIX  TOE 

cootekahtes,  uouwnu^,  kt. 

Mr.  Faxb.  I  certainly  appreciate  the  opportunity  to  come  down  and 
make  a  presentation.  Lice  the  rest  of  these  f<^lES,  althod^  Vm  an 
employee.  I  feel  lilce  we  an  working  directly  fu*  the  &rmer  in  trying 
to  Miok  out  f<H-  his  interest. 

I  deem  it  an  honor  to  be  able  to  appear  here  today  in  sappiHt  of 
H.IL  4T82.  The  Looiavilte  Bank  tor  Cooperatives  is  a  part  of  the 
naticmwide  cooperative  Farm  Credit  System,  and  I  know  you  folks  an 
well  aware  of  that. 

It  handles  approximately  $50  billion  of  credit  to  the  fannen  and 
ranchers  in  this  United  States.  As  also  you  know,  it  does  not  lend  Gov- 
omment  money  and  there  is  no  Goremmoit  money  inndved  in  the 
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The  Lottisrille  Bank  for  Cooperatives  serves  the  Fourth  Farm 
Credit  District,  which  includes  the  States  of  Tennessee,  Indiana,  Ohw^ 
and  Kentucky,  pro\-iding  for  the  advance  of  loan  funds  estimated 
to  be  approximately  $2  hinion  during  1979.  . 

Of  course,  we  will  not  reach  that  maximum  amount  this  year.  Toe 
money  flows  in  and  out  as  they  need  it  for  the  moving  of  grain  and 
other  commodities.  .     i        i 

These  loans  are  being  utilized  hy  approximately  350  agncmtural  co- 
operatives, providing  goods  and  services  for  their  farmer  membeiB, 
including  farm  supplies,  marketing  of  grain,  dairy  products,  livestock, 
wool,  tobacco,  and  so  forth. 

Additionally,  these  cooperatives  provide  such  services  as  appliat- 
tion  of  fertilizer  and  farm  chemicals,  artificial  insanination,  and  in 
the  case  of  rural  electrics,  by  providing  electrical  service  to  farmers  and 
other  rural  residents.  In  this  area  we  are  acting  as  a  supplemental 
lender  to  REA. 

I  would  direct  my  comments  to  two  of  the  mRJor  provisiMis  con- 
tained in  the  proposed  amendments  to  the  Farm  Cremt  Act  of  1971. 
First,  I,  as  represening  the  members  of  our  cooperatives,  strongly 
support  the  amendment  authorizing  the  Banks  for  Cooperatives^  to 
finance  agricultural  export  transactions  in  which  a  TJ^-  cooperative 
and  its  farmer  members  are  the  primary  beneficiaries. 

As  we  are  all  aware,  agricultural  exports  are  very  important  and 
contribute  substantially  to  the  Nation's  balance  of  paymente. 

We  recognize  that  foreign  grain  buyers  want  a  dependable  SODjoe 
of  grain  which  is  uniform  and  of  good  quality. 

I  think  many  of  you  recognize  in  the  past  5  years  we've  l^d  quite 
a  bit  of  complamts  from  our  foreign  buyers  about  having  foreign  mat- 
ter in  their  grain,  and  I  think  our  cooperatives  have  proven  themselves 
by  providing  good  quality  grain  to  the  foreign  buyers. 

Certainly,  our  agricultural  cooperatives  are  in  a  good  position  to 
supply  this  grain  to  foreign  buyers,  provided  the  necessary  financial 
assistance  and  other  services  are  available  to  the  cooperative. 

Local  grain  cooperatives  initially  receive  about  40  to  60  percent 
of  the  grain  when  it's  first  sold  by  tne  farmer.  However,  the  coopera- 
tives only  export  approximately  10  percent— that  figure  as  yon  heard 
today  ranges,  but  we  estimate  around  10  percent  ot  the  total  amount 
of  arain  swd  in  export  markets. 

Farmers  have  developd  an  awareness  of  the  importance  of  world 
markets  for  their  products.  They  believe  they  should  take  a  more 
active  and  direct  role  in  selling  their  products  to  foreign  bayeia. 

Consequently,  these  farmers,  through  their  grain  marketing  coopera- 
tives, are  requesting  us  to  provide  the  necessary  financing  and  other 
services  to  facilitate  the  sale  of  grain  to  foreign  buyers.  We  believe 
the  banks  for  cooperatives  can  most  appropriately  provide  this 
financing  and  other  required  services. 

Since  the  banks  for  cooperatives  were  chartered  in  1933,  they  have 
had  excellent  track  record  in  working  with  and  providing  financing 
and  other  services  for  their  member  borrowers.  To  establish  efficient 
international  banking  services  the  banks  for  cooperatives  need  au- 
thorization from  Congress  as  provided  for  in  the  Farm  Credit  Amend- 
ments of  1079  under  H.II.  4782. 
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These  are  the  same  general  authorities  available  to  commMcial 
banks  to  provide  international  banking  services  for  their  custometB. 
In  order  for  cooperatives  to  increase  their  export  business,  which  is 
in  the  best  interest  of  the  Nation  and  in  the  best  interest  of  the 
farmers,  they  will  need  to  have  available  certain  specialized  financial 


I  mij^t  add  right  here,  I  know  the  banking  industry,  the  commercial 
banking  industry,  has  had  some  comments  about  us  getting  into  the 
international  scene;  and  as  a  matter  of  refer»ice  I  might  cite  currait 
statistics.  The  size  of  the  Bank  of  America  at  this  time  is  $110  billioii 
total  assets.  The  banks  for  cooperatives  between  $7  and  $9  billion, 
and  we're  just  a  little  drop  in  the  backet  compared  to  them. 

Since  the  BC  system  at  its  initial  chartering  was  funded  by  Govern- 
ment capital,  the  enabling  legislation  was  (Signed  to  closely  define 
the  parameters  within  which  the  banks  would  o^rate. 

Although  all  Government  capital  was  repaid  in  1969,  the  general 
approach  of  legislation  was  not  changed  in  1971  when  the  current 
Farm  Credit  Act  was  passed. 

Consequently,  the  banks  for  cooperatives  need  the  authority  to 
develop  an  effective  international  financing  capability  for  the  foUow- 
ing  reasons: 

One:  Farmer  cooperatives  require  the  knowledge  and  assistance  of 
their  primary  lender  to  help  maximize  returns  on  their  foreign  sales 
of  a^cultural  commodities.  It  is  cumbersome  and  less  than  optimally 
efficient  to  deal  with  one  lender  for  domestic  purposes  and  another 
for  international  purposes : 

Two:  To  be  competitive  in  international  markets,  U.S.  cooperatives 
need  financing  alternatives  for  handling  payments  by  foreign  buyers. 

Three:  Cooperatives  require  specialized  hanking  services  tailored 
to  their  agricultural  export  business. 

Four:  Development  of  export  services  to  cooperatives  is  a  logical 
extension  of  the  banks  for  cooperatives  system  needed  to  further  sup- 
port development  of  cooperatives  in  coming  years  as  mandated  by 
Congress  in  the  Farm  Credit  Act  of  1971. 

At  this  time  I  would  like  to  mention  that  about  2  years  ago  our 
cooperatives  wanted  the  BC's  to  look  at  export  finance,  and  they  had 
a  study  made,  a  survey  made  on  it,  on  the  services  provided  by  the 
international  banking  departments  of  the  large  banks. 

They  made  these  comments,  which  I  think  was  asked  a  little  earlier 
today :  The  movement  of  funds,  better  service  by  the  banks  for  coop- 
eratives borrowers — that's  what  they  wanted. 

They  felt  the  cooperatives  were  so  small  as  compared  to  the  large 
grain  companies  that  they  didn't  want  to,  I  guess,  devote  their  time 
to  the  cooperatives. 

Another  thii^,  our  borrowers  complain  that  the  small  co-ops  go  to 
the  commercial  banks  and  don't  get  the  service  in  time  which  they  need. 
I  think  the  gentleman  from  Mississippi  pointed  that  out  this  morning 
in  handling  their  papers.  They  just  don't  take  the  time  with  our 
cooperatives. 

Mr.  Madioan.  Wasn't  there  another  problem  involved  there? 
Wouldn't  that  problem  have  existed  whether  or  not  you  had  been  in 
that  business  i 
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Mr.  Fahr.  I  don't  get  the  point,  sir. 

Mr.  Madigan.  The  bank  in  China,  the  bank  of  the  Chinese  Govern- 
ment was  demanding  that  the  things  be  done  there,  rather  than  at 
a  bank  in  New  York. 

If  you  had  been  involved  with  the  transaction,  rather  than  the  bank 
in  New  York,  the  bank  in  China  might  have  still  been  making  the 
same  demand,  might  they  not  ? 
Mr.  Farr.  Yes,  sir. 

Mr.  Madigan.  TTiat  can  be  a  rather  spurious  example,  can  it  not! 
Mr.  Farr.  Yes,  that  one  is  probably  ♦  ♦  •.  What  we  ga,thered  from 
this  survey  was  a  number  of  the  co -ops  that  were  exporting  felt  that 
the  international  departments  of  the  commercial  banks  did  not  want 
to  devote  the  time  to  our  cooperatives,  nor  handle  the  paper  in  the 
time  needed. 

This  probably  was  just  an  isolated  case  in  China,  but  they  jost 
didn't  give  the  attention  to  the  cooperatives.  That's  just  what  came 
out  of  the  survey  that  was  made  for  a  number  of  the  export 
cooperatives. 

Mr.  Madioak.  I  have  asked  this  momingr  for  examples  of  that  kind 
of  thing,  and  I  certainly  hope  that  you  will  be  able  to  provide  them. 
Mr.  Farr.  Yes,  sir.  These  are  two  things  in  their  general  statements 
which  I — since  this  morning  I  called  tne  bank  and  this  is  a  point 
they  gave  me.  They  are  not  two  specific  examples.  We'll  have  to  get 
more  specific  withyou. 

Mr.  Jones  of  Tennessee.  Tom,  I  wonder  if  the  whole  survey,  the 
report,  would  be  available  to  the  subcommittee  ? 
Mr.  Farr.  Yes,  sir ;  I  think  we  can  get  it. 

Mr.  Jones  of  Tennessee,  If  you  could  and  let  us  make  it  a  part  of 
our  records,  it  would  be  worthwhile. 

Mr.  Farr.  We  could  probably  get  it  ready  for  maybe  subsequent 
hearings  in  Washington.  We'll  make  it  available  to  you. 

I  would  like  to  comment  briefly  on  each  of  the  major  authorizations 
requested  by  the  banks  for  cooperatives  to  establish  an  effective,  effi- 
cient international  banking  service  for  cooperatives. 

One :  Permit  the  banks  for  cooperatives  to  make  deposits  in  foreign 
banks.  A  key  element  in  international  banking  is  establishing  cc*n»- 
spondent  relations  with  banks  in  foreign  countries.  Correspondent  re- 
lations with  foreign  banks  would  offer  the  most  cost-efficient  method 
of  accomplishing  collections  and  payments.  Correspfwident  relations 
would  also  provide  an  important  source  of  credit  and  market  informa- 
tion for  the  BC  system,  thereby  assisting  in  the  management  of  risk 
inherent  in  the  banks  for  cooperatives'  operations. 

Two :  Enable  the  banks  for  cooperatives  to  receive  and  hold  credit 
balances  from  banks  and  borrowers.  This  authority  would  be  used  to 
efficiently  transfer  funds  for  international  transactions  of  fanner  co- 
operatives. This  authority  would  not  permit  the  banks  to  accept  de- 
posits from  the  public  or  inMn  other  unrelated  sources.  Credit  balancee 
of  both  foreign  banks  and  cooperatives  often  need  to  be  held  if  the 
time  and  cost  of  transferring  funds  in  international  transactions  is  to 
be  minimized. 

Three :  Authorize  the  banks  for  cooperatives  to  purchase  and  sell 
banker's  acceptances.  Banker's  acceptances  are  a  commcHi  toot  in  in- 
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temational  banking  that  are  an  essential  element  of  such  services  for 
cooperatives. 

Four:  Authorize  the  banks  for  cooperatives  to  purchase  sight  and 
time  drafts  drawn  by  cooperatives  on  domestic  and  foreign  banks  for 
the  purpose  of  financing  and  facilitating  collection  for  exports.  This 
provision  would  enable  tlie  banks  for  cooperatives  to  further  ^sist 
cooperatives  by  facilitating  collection  and  payment  for  exports  and 
imports  and  provide  fmancing  to  the  cooperative. 

Five:  Authorize  the  banks  for  cooperatives  to  engage  in  currency 
exchange.  While  the  majority  of  export  transactions  are  denominated 
in  dollars,  a  buyer  may  wish  to  make  payment  in  his  own  currency.  The 
ability  of  a  cooperative  to  accept  this  condition  of  sale  may  mean  the 
difference  between  making  the  sale  or  not.  The  banks  for  cooperatives 
do  not  intend  to  take  open  positions  in  currencies,  but  would  instead 
hedge  any  transactions  if  they  were  a  party.  To  do  otherwise  would  not 
be  in  the  best  interests  of  the  banks'  operations  as  cooperative  organi- 
zationa 

Six :  Authorize  the  banks  for  cooperatives  to  make  loans  to  asso- 
ciated parties  where  there  will  be  substantial  benefit  to  member  co- 
operatives. Leasing  can  be  especially  advantageous  to  cooperatives 
under  certain  circumstances.  The  authority  to  purchase  mortgages  and 
notes  witli  related  security  from  lessors  leasing  to  cooperatives  would 
assist  members  in  retainmg  the  advantage  of  BC  financing  through 
their  bank  without  losing  the  advantage  of  leasing.  The  banks  for 
cooi>eratives  have  not  been  permitted  to  extend  such  financial  assist- 
ance to  their  members  although  commercial  banks  and  other  l«id©rs 
have  had  this  authority  for  offering  such  service  to  their  cust<Hners. 

Seven:  Autliorize  the  banks  for  cooperatives  to  participate  in 
ownership  of  foreign  agencies  and  institutions.  Such  investments  are 
necessary,  as  the  cost  of  these  services  provided  to  an  owner  is  sub- 
stantially less  than  obtaining  the  same  services  on  a  fee  basis.  The 
hanks  for  cooperatives  could  avail  themselves  of  the  international 
information  network  of  such  an  organization,  as  well  as  benefit  from 
the  increased  level  of  contact  with  tJie  obher  owners.  Tlhis  would  pro- 
vide the  banks  for  cooperatives  with  credit  reports,  appropriate  legal 
advice,  reports  of  buyer  interest  in  foreign  markets,  lacilitative  docu- 
mentation, and  agent  representation  when  necessary. 

Additionally,  I  am  testifying  in  support  of  tihe  reduction  in  eligi- 
bility requirements  to  60  percent  of  voting  members  or  sadti  higher 
percentage  as  a  district  board  may  establish  for  a  cooperative  to  borrow 
from  the  banks  for  cooperatives.  Under  present  law,  80  percent  of 
the  verting  members  of  a  cooperative — 70  percent  in  the  case  of  rural 
utilities  cooperatives — ^must  be  farmers  in  order  for  fihe  cooperative  to 
be  eligible  for  bank  for  cooperative  financing.  By  lowering  tihe  re- 
quirement to  60  percent,  the  banks  for  cooperatives  will  bo  able  to 
more  fully  serve  the  credit  needs  of  rural  America.  Moreover,  district 
boards  would  retain  the  right  to  set  higher  f  armer-meonber  eligibility 
requirements  for  cooperative  eligibility  if  tJiey  so  choose. 

I  believe  this  change  is  necessary  for  the  banks  for  cooperatives  to 
be  able  to  serve  the  credit  needs  of  aericultural  cooperatives  in  rural 
America  without  abandoning  the  principle  of  farmer  owner^ip  and 
control.  This  change  is  made  necessary  because  of  the  increased  num- 
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bers  of  persons  movine  to  rural  America  and  at  the  same  time  wanting 
to  take  advantage  of  the  products  and  services  offered  by  the  ezistiiig 
agricultural  and  service  cooperatives. 

Several  cooperatives  in  the  fourth  farm  credit  district  are  finding 
it  increasingly  difficult  to  meet  the  banks  eligibility  requirements. 
Additionally,  it  is  being  reported  that  this  is  a  trend  which  is  prevalent 
in  several  parts  of  the  country. 

Public  utility  cooperatives  experience  eligibility  problems  primarilv 
because  of  the  area  coverafre  concejit.  This  requires  an  electric  or  tele- 
phone cooperative  to  serve  all  residents,  businesses,  and  entities  in  its 
service  area.  The  cooperative,  therefore,  has  little,  if  any,  control 
overthe  composition  of  membership.  Asa  result,  cooperatives  adjacent 
to  urban  areas  or  serving  rural  mdiistries  have  the  most  problems 
meetingour  eligibility  requirements. 

I  strongly  believe  tliat  such  a  reduction  will  benefit  not  only  the 
Nation's  farmers  and  ranchers,  but  also  the  consuming  public.  The 
proposal  change  will  enable  more  cooperatives  to  have  access  to  com- 
petitively priced  money  and  services  available  from  the  banks  for 
cooperatives.  We  work  closely  with  our  stockholders  to  help  them 
become  stronger  and  more  competitive  for  their  members.  The  stronger 
and  more  efficient  they  become,  the  more  effective  they  can  be  in  passing 
these  efficiencies  aloujr  to  consumers. 

It  is  my  sincere  belief  that  it  was  the  intent  of  the  1971  Farm  Credit 
Act  that  the  banks  for  cooperatives  continue  to  serve  the  cooperatives 
providing  agricultural  goods  and  services  including  electrical  :«rvice 
m  rural  America. 

Mr.  Chairman,  the  purpose  of  the  banks  for  cooperatives  in  the 
beginning,  as  it  is  todav,  is  to  improve  the  income  and  well-bein^  of 
American  farmers  an^  ranchers  by  furnishing  their  cooperatives 
sound,  adequate,  and  constructive  credit  and  closely  related  services. 

The  amendments  to  the  Farm  Credit  Act  of  1971  as  provided  for  in 
H.R.  4782  are  needed  for  the  banks  to  accomplish  this  purpose.  Con- 
sequently. T  would  urge  the  enactment  of  H.R.  4782  which  is  in  the 
best  interest  of  (be  farmers,  mnchers.  und  the  XatioVs  consumers. 

Mr.  JoxES  of  Tennessee,  Xow  we^l  hear  from  Dick  Feltner,  who  is 
the  president  of  the  FICB,  also  from  Louisville. 

T'nless  some  other  witness  here  has  a  problem  with  tomorrow,  this 
will  conclude  the  witnesses.  If  anybody  does  have  a  problem,  if  yoa'Q 
H  it  !■»  known  to  us,  we'll  be  glad  to  comply. 

STATEKEHT  OF  RICHARD  L.  FELHrBR,  rXESUXEST,  FEDERAL  DT* 
TERKEDIATE  CREDIT  BAMK  OF  LOTJISVULE,  LOUISVItLB,  KT. 

Mr.  Feltner.  Thank  you,  Mr.  Chairman.  Mr.  Madigan. 

I  am  Dick  Feltner.  president  of  the  Federal  Intermediate  Credit; 
Rank  of  Louisville.  The  FICB.  along  with  the  Federal  Land  Bank 
und  the  Ixiuisville  Bank  for  Cooperatives,  do  serve  the  States  of  Ohio, 
Indians.  Kentuckv.  and  Tennessee, 

Together  these  three  banks  have  slightly  in  erceBe  of  $7  biUion  m 
loans  outstanding,  and  are  serving  more  than  150,000  fannen  ind 
other  eligible  borrowers  in  these  four  Sutes.  I  certainly  aj^nedats 
\-ery  mndi  the  o^Mttanily  to  ahan  our  views  with  jon. 
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We've  heard  a  tot  today  about  the  many  changes  that  have  taken 
place  in  agriculture,  particularly  since  the  passage  of  the  Farm 
Credit  Act  of  1971.  These  changes  are  reflected  in  the  credit  needs  of 
farmers  and  their  cooperatives. 

Loan  volume  in  our  district,  for  example,  has  increased  since  the 
passage  of  the  1971  act  from  a  volume  of  approximately  $2  billion 
fo  this  $7  billion  level  that  I  mentioned  just  a  moment  ago, 

I  think  we'd  all  have  to  agree  that  that  is  a  significant  change  and 
that  trend  is  continuing  the  same  direction,  and  we're  concerned  about 
today,  but  we're  trying  to  look  5  or  10  years  down  the  road  as  well. 
Wo  feel  that  in  total  the  proposed  amendments  will  be  a  step  forward 
as  we  seek  to  fulfill  the  objectives  of  the  Farm  Credit  Act  of  1971,  and 
w©  fully  support  the  amendments  as  introduced.  I  would  like  to  com- 
ment on  three  specific— very  briefly,  three  specific  amendments  that 
are  included. 

First  of  all,  the  amendment  which  deals  with  processing  and  mar- 
keting. As  you  know,  the  Farm  Credit  Act  of  1971  provides — makes 
it  possible  for  a  PGA  member  to  finance  facilities  to  market  and/or 
process  his  production.  In  addition,  it  provides  that  he  can  also 
process  an  amount  equal  to  his  own,  this  amount  being  produced  by 
other  farmers  in  the  area. 

For  example,  a  cash  grain  farmer  may  be  able  to  produce,  let's  say, 
.50,000  bushels  of  corn  on  his  own  farm.  The  current  provision,  the. 
way  the  law  stands  at  the  present  time,  enables  this  farmer  to — pro- 
vided that  he  is  credit  worthy,  of  course — to  finance  an  additional 
50,000  bushels  to  be  processed  and  marketed  through  his  own  facility. 

This  additional  50,000  would  be  produced  by  other  farmers  in  the 
area.  It's  been  used  fairly  widely  in  our  district,  this  provision  has. 
It's  been  used  in  other  districts. 

We  feel  that  it  results  in  providing  to  some  of  the  smaller  farmers 
an  additional  market.  It  also  makes  it  possible  for  the  larger  farmer 
who  has  made  an  investment  in  grain  handling  facilities,  m  this  ex- 
ample, to  make  more  efficient  use  of  those  facilities. 

We  do  feel,  however,  that  this  50  percent  limitation  on  the  amount 
of  production  which  can  come  from  outside  this  borrower's  own  farm- 
forced  to  seek  credit  from  an  additional  lender,  and  this  gets  him  in- 
least  three  ways. 

First :  If  tne  producer  chooses  to  produce  more  than  his  own 
production,  plus  a  like  amount  produced  by  other  farmers,  he  is 
forced  to  seek  credit  from  an  additional  lender,  and  this  gets  him  in- 
volved with  at  least  two  creditors  instead  of  one. 

Second:  The  present  requirement  to  seek  another  lender  in  this 
case  could  lead  to  inadequate  credit  for  either  the  farm,  the  process- 
ing or  marketing  operation  or  both  because  of  the  dilution  of  security 
between  the  two  lenders  and  differing  loan  administration,  security, 
loan  payment  demands,  and  so  on. 

Third :  Again  related  to  this,  we  feel  that  having  to  seek  additional 
lenders  can  limit  the  competitive  forces  involved  here,  and  certainly, 
we  want  to  do  anything  we  can  to  enhance  competition. 

The  amendment  as  proposed  would  place  with  each  district  Farm 
Credit  Board  the  autliority  to  set  the  amount  of  production  which 
a  producer  would  be  required  to  have  of  his  own  in  order  to  partici- 
pate in  this  kind  of  lending  operation. 
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'We  think  this  is  where  this  authority  belongs.  We  believe  that  a 
50-percent  limitation  as  it  now  stands  is  rather  arbitrary,  and  we 
think  that  agriculture  will  benefit  from  the  expansion  of  the  scope 
of  services  provided  in  the  processing  and  marketing  areas.  So  we 
strongly,  certainly,  support  this  amendment. 

The  second  one  I'a  like  to  mention  has  to  do  with  participation 
loans  among  units  of  the  Farm  Credit  System, 

Participation  loans  are  normally  extended  by  one  lending  institu- 
tion to  one  borrower  on  a  one-on-one  basis,  but  as  we  know  in  the  case 
of  very  lar^  loans,  a  commercial  bank,  for  example,  may  have  a 
lending  limit.  Thev  may  have  a  borrower  who  needs  $10  million. 
Ttiey  may  have  a  limit  which  will  not  allow  them  to  extend  to  any 
borrower,  let's  say,  more  than  $3  million. 

In  a  case  like  this,  they  may  participate  the  other  $7  million  and 
spread  that  among  one  or  more  other  borrowers. 

Well,  the  institutions  in  the  Farm  Credit  System  are  able  to  do 
some  of  this,  but  we  feel  that  they  should  be  able  to  do  more.  The 
current  act  authorizes  limited  participations  among  like  institutions 
of  the  Farm  Credit  System.  For  example,  Federal  Lands  Banks  can 
participate  a  loan  with  other  Federal  Land  Banks ;  BC's  can  do  it  with 
other  BC's. 

But  participation  between  unlike  units,  for  example,  a  land  bank 
and  a  bank  for  cooperatives,  cannot  take  place. 

This  amendment  would  authorize  all  institutions  of  the  Farm  Credit 
System  greater  latitude  to  participate  in  loans  among  each  other,  and 
we  feel  that  this  would  provide  the  system  with  flexibility  to  make 
more  efficient  use  of  its  capital  base  and  more  fully  and  responsibly 
meet  the  credit  needs  of  agriculture. 

So,  again,  we  strongly  support  this  amendment  as  well. 

Finally,  the  amendment  dealing  with,  again,  participations,  but 
participation  certificates,  specifically  in  Prwiuction  Credit  Assiscia' 
uons. 

PCA's  under  current  law  are  authorized  to  participate  loans  with 
commercial  banks  and  other  types  of  lenders.  A  commercial  bank 
wishing  to  extend  a  loan  exceeding  its  lending  limit  may  do  so  by 
participating  a  portion  of  that  loan  with  a  Production  Credit  Asso- 
ciation. 

From  the  borrower's  point  of  view,  however,  he's  dealing  only  with 
one  lender.  He's  dealing  with  the  commercial  bank  in  that  case  and 
does  not  have  to  deal  directly  with  the  PCA. 

However,  the  way  we're  set  up  at  the  present  time,  due  to  the  nature 
of  the  Farm  Credit  System,  nonvoting  shares  of  stock  in  the  PCA 
must  be  purchased  in  connection  with  each  loan,  whether  it's  a  partici- 
pation loan  or  whether  it's  a  regular  loan. 

Nonvoting  stock  of  an  amount  equal  to  not  less  than  5  percent  of 
the  loan  participation  is  issued.  Under  existing  provisions  of  the  act, 
such  nonvoting  stock  must  be  issued  to  the  farmer  borrower. 

Many  commercial  bankers  find  this  requirement  to  be  extremely 
awkward  since  it  introduces  a  third  party  into  the  banker-owner 
relationship. 

The  amendment  that  has  been  introduced  is  to  authorize  PCA's  to 
issue  nonvoting  stock  directly  to  the  commercial  bank  or  other  lending 
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institution  that  is  ori^nating  the  participation  loan  rather  than  to 
the  farmer-borrower  himself. 

This  direct  relationship  with  the  participating  lender  removes  an 
impediment.  We  feel  it  is  an  impediment,  and  we  heard  testimony 
this  morning  from  a  gentleman  representing  the  Mississippi  Bankers 
Association  and  also  the  ABA,  I  believe,  supporting  this  provision 
strongly. 

It  would  enhance  the  commercial  bank's  ability  to  pi'ovide  adequate 
credit  to  those  eligible  to  borrow,  borrowers  exceeding  the  bank's 
lending  limits. 

It  does  not  expand — ^this  provision  does  not  expand  the  eligibility 
or  scope  of  financing  permitted  under  current  authority.  It  simply 
makes  the  lender-to-lender  transactions  involved  in  loan  participations 
more  rational  and  streamlined. 

We  feel  it  will  have  benefits,  particularly,  to  small  rural  banks  by 
enhancing  their  ability  to  provide  credit  to  farmer  borrowers,  but 
where  they  have  credit  limits  which  they  frequently  exceed. 

I  appreciate  very  much  this  opportunity  to  appear  before  you  and 
will  be  happy  to  answer  any  questions  that  you  might  have. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Dick. 

[The  prepared  statement  of  Mr.  Feltner  follows:] 
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Statenent   of 

Rlchird  L.   Feltmr 

an   bahalf  of  the 

Federal    Internsdlate  Credit  Bank  of  Louisville. 

Mr.   Chairman   and  raenbers   of  the   SubconMl ttee,   I   an  Dick 
Feltner.   President  of  the   Federal    Interaiedlate  Credit  Bank  of 
Louisville.      The   Federal    Intermediate  Credit   Bank,   along  Nith 
The   Federal    Land  Bank  of  Loulivnie  and  the   Louisville  Bank   for 
Cooperatives,   coBprlss   the   Fourth   Farm  Credit  District  Nhlch 
Includes   the  states   of  Ohio.   Indiana,   Kentucky  and  Tennessee. 
These  three   Fourth  District  Banks   have   slightly  In  cxcass   of 
(7  billion   In   loans   outstanding  to  more   than   150,000  faraiars   and 
other  eligible   borrowers   In  the   four-state   area.      As   part  of 
the  $50  billion  nationwide   Farm  Credit   Systeai,  Me   provide  apprax- 
iHtely  40S  of  the  total  agricultural  credit  provided  In  the 
area  we  serve.      I   appreciate   this   opportunity  to   present   the 
Federal    Intermediate   Credit  Bank's  view  concerning  the  Farn  Credit 
Act  Amendments  of  1979. 

Since   passage  of  the   1971   Farm  Credit   Act,  many  changes 
have   taken   place   In  the   faming  coaiBunlty   In  this   District  and 
the   nation.      These  changes   are  reflected   In  the  credit  needs 
of  the   farmers   and   their  cooperatives.      Loan   volume  has   Increased 
In   the   Fourth   District  since   the   passage  of  the   1971   Act  froa 
a  volune  of  approximately  $2   billion   to   the  17  billion   level    I 
mentioned  earlier  -   this   growth   trend   has   been  nationwide. 
Hhlle   the  capital    requirements  of  agriculture   have  ballooned 
during  the  past  eight  years,   the  net   Income  necessary   to   repay 
this   Indebtedness   has   not  kept  pace.      As   a   result.   It   becomes 
even  more   imperative   that   farmers   and  their  organizations   have 
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ev«rji   possIbU  tool   available   to   peratt   the*  to  operate   In   the 
aost  effective  and  offlclent  Manner.      He   feel   the   proposed 
AwendHents  will   be  another  step   forward  as  we  saak  to   fulfill 
the  objectives  of  the  Far*  Credit  Act  of  1971.     We.   ths   Fourth 
Fara  Credit   Districtt   fully  support   all   of  ths  proposed  Farn 
Credit  AvendRents.      He   feel   the  AvendMenti   as   stated  Mill   enhance 
the   System's  ability  to  better   tailor   its   lending  programs   to 
provide  Bixinun  responsiveness   in  serving  the  nation's   agri- 
cultural  credit  needs. 

I   MOuld  liks  to  direct  the  reaainder  of  my  renarks   specif- 
ically on   behalf  of  AMndnents   3,   14  and  19. 

Awendment   3 

Part  B.   Section  2.15   (1)   of  the   Farn  Credit  Act  of   1971 
provides   for  production   credit  associations   to  sake   loans   to 
'bona-flde   famers   and   ranchers   and   producers   or  hervestors  of 
aquatic   products   for  agricultural   purposes   and  other  requlrenants 
of  such   borrowers. *     This   provision,  as   it  presently  exists, 
■akos   it  possible   for  a  menber   to   finance   facilities   to  sarket 
and/or  process   his  production.      In  addition,   it  provides   that 
he  can  also  process  in  amount  equal  to  his  own  -  this  anount 
being   produced  by  other   faraers  of  the  area. 

He   can   use   a   grain   producer   to   Illustrate  this   provision. 
For  exanple,   a  cash  grain   farner  nay  be  able   to  produce  50,000 
bushels   of  corn  on   his   own   farming  operation.     The  provision 
would   enable   the   farmer,   providing  that   he   is  credit  worthy,   to 
finance   an   additional   50,000  bushels   to   be  processed  and  marketed 
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through  his  own  facHlty.  Thli  provision  has  been  Midaly  usad 
In  our  District  and  has  generated  a  very  positive  reaction  froB 
the  farMlng  coMmuntty.  It  results  In  providing  to  some  of  the 
smaller  farmers  an  additional  market  and  also  makes  It  possible 
for  the  larger  farmer,  who  has  made  an  Investnent  tn  grain 
handling  facilities,  to  make  more  efficient  use  of  those 
fictlltles. 

The   Fourth  District   Is  a  mixture  of  vary  large   farmers  and 
thousands  of  small  or  part-time  farmers.     The  large  operator.  In 
many  cases,   does   use   his  own  marketing  and/or  processing 
facilities,  to  further  enhance  the   returns   on   not  only  his   farming 
Investment  but  also  his   Investment   In  marketing  facilities.      At 
the  seme  tine,  he  provides  a  very  needed  service  to  the  smaller 
farmer  tn  the  community  whose  operational  size  makes  It  not 
feasible  to  provide  this   type  of  facility  for  himself.     He   feel 
tuch  operations  have   assisted   farmers   to  have  more  competitive 
markets   end  therefore   Improve  their  net   farm  Income. 

He  do   feel,   however,   that  the   limitation  on   the  amount   of 
through-put   that   Is   stated   In   tha   1971   Law  limits   the  effective- 
ness  of  this  type   lending  program   for  the   following   reasons: 
(1)      If  the  producer  chooses   to   process  more   than   his 
production  plus   a  like  amount  produced  by  other 
farmers,   he   Is   forced  to  seek   credit   from  an   additional 
lender.      As  a  result,   he  must   deal   with   two  lenders. 
This  can   lead   to   loss  of  lender  experience   and, 
consequently,   continuity   In   his   operations. 
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(2)  Th«  present   raqulrinwnt   to  seek  another   lender  when 
processing  «nd/or  mrketlng   Interests   exceed   production 
Interest  could   lead  to  Inadequate  credit   for  either 

the   fara.   the  processing  or  Marketing,   or  both 
because  of  the  del u« ton  of  security  between   two   lenders 
and  differing  loan  idMln-lstratlon.  security,  or  loan 
paymnt  denaitds. 

(3)  The   Inability  of  farsers   and  ranchers  to  gain   the 
advantage  of  obtaining  a   broader  credit  coverage 
through  their  production  credit  associations   or 
federal   land  banks  can,   for  the   reasons   stated  above. 
llMit  competitive  forces  at  processing  or  marketing 
points,   resulting   In   lower  prices   for  producers. 

The  Fans  Credit  Act  Anendaents  of  1979,  while   lifting  the 
SOX   llnltatlon,   do  provide  controls   that  would  prevent  an 
excessive   shift  of   financing  by  PCAs  or  federal    land  banks   to 
processing  and   narketlng.      The  Aaendnent  will    require  each   Fara 
Credit  District  Board,  whose  neabers  are  elected  by  the   farjeers 
and  ranchers,   to  dcternlnc   the  percentage  of  the  producer's 
own  production   Inputs  which  must   be   handled   In   the  processing 
and  marketing  extensions  of  his   business.      These  boards  are   In 
a   position  to  recognize  the  needs  of  the   faming  connunltles 
and  to  establish   limits  which  will   be   fair  and   provide  effective 
financing  for  the   farmer  producer,   as  well    as   the   farmer 
cooperatives   In   the  District. 

The  Farm  Credit  Amendment  number  3  will    broaden   eligibility 
for   financing  by  PCAs  and   federal    land  banks   to   Include 
processing  and  marketing  activities   directly  related   to  the 
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applicant's   farn,   rinch  or  aquatic  operatton,   and  those  of  other 
bona-flde   farners.   ranchers  or  aquatic   producers.      Each 
District  Board  will    have   the  authority  to   set   specific   Halts 
on   this   authority  subject  to  the   approval   of  FCA.     He.   In   the 
Fourth  District,   believe  that  agriculture  will   benefit   froa  the 
expansion  of  the   scope  of  services   provided   In  the  processing 
and  narketlng  areas.      He   think  It  will   assist  faraers   In  having 
available   to  then  stronger,   nore  conpetltlve  markets  which.   In 
the   long  run,  will    laprove  net   Income  of  the  area. 
I  would   now  like  to  address  AnendMent  14. 

Awendment   14 
Loans   are  noraally  extended  by  lending   Institutions  to 
borrowers   on   a  one-on-one   basis.      In   the  case  of  vary   large   loans, 
however,  where   the  aaount  of  credit  requested  exceeds   the   lending 
Institution's   legal    lending   Unit,  which  Is  established   by   law 
and  regulation   to  control   the  fflaxlBun  risk  exposure   to  any  one 
borrower,   the   lander  aay  nake  arrangenants  with  one  or  Rore 
other  lenders  to  "participate"  or  share  In  the  loan  being  extended. 
To  'participate'   In  a   loan  aeans   that  each   lender  agrees   to 
extend  a  certain   proportion  of  the  total    credit   requested.      For 
exaKpIc,  If  an  applicant  requested  a  loan  of  110  Million  where 
the  originating   lender's   landing  Unit  was   13  ■llllon.   the 
originating   lander  could  participate   70t  of  the   loan  or  S7  ■llllon 
with  other  lenders.     In  this  way.  the  credit  requirements  can 
be   satisfied   through  a   relationship  with  only  one   lender,   but 
with  the   risk  being   shared  by  several    lenders.      Loan   partlclpa- 
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tlons   are  «n  extreiwly  coiniion  and  accipted  practice   aaong   the 
nation's    financial    InstUutlonl. 

The  Farm  Credit  Act  of  1971  currti«)t1y  authorizes  Halted 
loan  participation  between  like  Institutions  of  the  Farn  Credit 
SystiH.  Federal  land  banks  nay  participate  In  loans  with  other 
Fflderal  laed  banks,  banks  for  cooperatives  may  participate  with 
other  banks  for  cooperatives,  but  participation  between  unlike 
banking  systems  Is  not  authorized.  A  Federal  land  bank  may 
not   participate  with  a  bank   for  cooperatives. 

Present  authorization  also   Includes  authority   for   production 
credit   associations   and  banks   for  cooperatives   to  participate 
loans  with   lenders  outside  the   Farm  Credit  Systen,   Including 
coMmerclal   banks.  WMch  authority  does  not  extend  to   Federal 
land   banks. 

The  principle   purpose   of  Iten  14   Is   to  authorize  all    In- 
stitutions of  the  Farn  Credit  Systea  greater  latitude  to 
participate  loans,   both  within   the   Farn  Credit   Systea  and  with 
outside  lenders.      Amendment   14   authorizes  all    Fara  Credit 
institutions   to  participate  with  any  other   Farm  Credit   Institu- 
tion,  regardless   of  banking  system,   and  also  extends  to   Federal 
Tand   banks  the  latitude   to  participate  with  conaerclal    banks   - 
and  other  outside   lenders. 

By  removing  current   restrictions   on   the   type  of  loan 
participation  permitted,   this   anendnent   provides   the   systen 
with  the   flexibility  to  make  nore   efficient  use  of  Its   capital 
base   and  to  nore   fully  and   responxlvely  neat  the   credit' needs 
of  agriculture.      The  najor  benefit  of  this   Increased   flexibility 
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provided  by  Anandment   14   Is   to  substantially  Incraast   the 
effective   lending   limits   available   to  large   borrowers   by  coablnlng 
the   capital   base   of  the  entire   Farm  Credit   Systea,  while   still 
restricting  the  risk  exposure   of  any   Individual    Institution   to 

Another  benefit  Is  the  Improved  efficiency  and  responsive- 
ness  resulting   from  the   Increased  flexibility  In  establishing 
participation   arrangenents.      No  longnr  does   a  bank   for  coopera- 
tives, for  example,  have  to  go  to  another  bank  for  cooperatives 
In  another  city  to  arrange  a   loan   participation.      Instead,   the 
bank   for  cooperatives  can  participate   in   the   loan  with  the 
Federal    land   bank  or  Federal    intermediate   credit  bank   In  the 
same   district.      Loans  can,   to  a   greater  degree,   ba  retained  and 
serviced  within   the  borrower's  home  district  resulting   in   • 
better,  more   responsive   service. 

Although  the  number  of  farmer  and  cooperative   borrowers 
directly  benefiting  from  Amendment  14  is  relatively  small,  the 
overall   economic   impact   In  providing  better  credit  service   to 
agriculture  could  be   significant. 

The   Farm  Credit  Act  Amendments   Item  14  removes   from  Farm 
Credit   Institutions   current  restrictions  on  their  ability  to 
participate   in   loans  with   other   financial    institutions,   both 
within  and  without  the  Farm  Credit  System.     The  increased 
flexibility  provided  by  Amendment  14  substantially   Increases 
the   system's  ability  to  make   and  service   large   loans   In  the  most 
efficient  and  effective  manner  possible,   thereby  maximizing 
the   system's   ability  to   fully  meet  the   credit   needs  of  agrlcul- 
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Awendment   19 

As   previously  statid,   production   credit  associations   are 
currently  authorized  to   participate   In   loans  with   commercial 
banks   and  other  lenders.     A  comnerclal   bank  wishing   to  extend 
a   loan  exceeding   Its   lending  Halt  nay  do  so  by  participating 
In  a  portion  of  that  loan  with   a  production   credit  association. 
FroB  the  borrower's   standpoint,   however,   the   credit   relation- 
ship exists  with  only  one   lending   Institution,   specifically  the 
comnerclal   bank.      Loan   participation   Is   strictly  a   lender-to- 
lender  transaction  which   does   not  affect  the   borrower's   relation- 
ship with  the  originating   lending   Institution. 

Due  to  the  borrower-owner  structure  of  the   Farm   Credit 
Systen.   non-voting  shares  of  stock   In  the   production   credit 
association  nust  be  purchased   In  connection  with  each   loan. 
Non-voting  stock   on   an  anount  equal   to  not  less   than   SI  of  the 
loan   participation   Is   Issued.      Under  the  existing  provisions 
Of  the   Far*  Credit  Act  of  1971,   such  non-voting   stock  must   be 
Issued   to  the   farmer- borrower.      Hany  commercial   bankers   find 
this  requirement  to  be  extremely  awkward  since  It  Introduces  a 
third   party   Into  the   bank-to-borrower  relationship. 

The  purpose   of  Amendment   19   Is   to  authorize  production 
credit   associations   to   Issue  non-voting  stock  directly  to   the 
commercial   bank  or  other  lending   Institution  that   Is   originating 
the   participation   loan   rather  than   to   the   farmer-borrower 
receiving   the   loan.     This  more   direct   relationship  with  the 
participating   lender   removes   an   Impediment   to   loan   participations 
and  enhances   the  commercial   banks'   ability  to  provide  adequate 
credit   to   those  eligible   borrowers  exceeding   the   bank's 
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Unding   limit. 

This   proposal    does   not  expand   the  eligibility  or  scope    ' 
of  financing  pernltted   under  current  authority.      Borrovert 
obtaining  agricultural   credit   fron  a  coRiiMrcial   bank   or  otitcr 
lender  Mhose   loans   are  participated  by  a   production  credit 
association  nust   still   neet  the   saM  credit  aligiblllty  and 
scope  of  financing   requlreaents   as   exist  today.      Neither  does 
this  proposal   conproiiise  or  weaken  the  principle  of  borrower 
control   on  which   the   Fara  Credit  System  is   founded.      It  siMply 
■akes   the   lender-to-lender  transactions   involved  In  loan 
participation  nore   rational   and  streanl inad. 

Aaendnent  19  facilitates  parttclpatton  loan  progress  with 
.   cownercial   banks   and  other  lenders  by  allowing  non-voting 
stock   to  be   Issued   directly  to   the  originating  lenders.      This 
proposal   especially  benefits   snail,   rural    banks   by  enhancing 
their  ability  to  provide   dependable   credit   to   fa raer- borrowers 
having  credit  naeds  exceeding  the   bank's   legal   lending  llMlt 
while   still    adhering  to   sound   business  practices   and  controlling 
the   risk  exposure  on   such   loans.. 

Gentlemen,  we  feel    that   items   3,   14  and   19  are   In  the 
interest  of  the  many  thousands  of  farners   served  by  the   Fara 
Credit  System  and   in   the   Interest   of  the  entire  agricultural 
community.     These  proposals   increase   the   System's   flexibility 
to  satisfy  or  participate   In   unusually  large  credit   rettutreaents 
in  the  most  effective  and   responsive  manner  possible.      Hr. 
Chairaan,  the  Farm  Credit  Banks  of  Louisville  are  grateful  to 
the  Subconmittee   for  this  opportunity  to  express   their  views.      I 
-would  be   pleased   to   respond  to  any  questions. 
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Mr.  Jones  of  Tennessee.  That  will  conclude  the  witnesses  unless 
someone  has  a  problem  with  tomorrow  ?  If  not,  will  all  the  witnesses 
return  so  we  can  proceed  with  a  few  questions.  I  expect  they'll  be  rather 
brief.  We'll  not  be  taking  too  much  time,  I'm  sure. 

As  we  start  this,  let  me  say  that  I  appreciate  the  sincerity  that's 
been  demonstrated  here  this  afternoon  on  the  issue  of  conservation,  the 
subject  of  conservation,  and  also  that  of  credit. 

We  have  devoted  the  afternoon  to  conservation  only,  but  we  had 
two  or  three  problems  here  and  I  felt,  and  Mr.  Madigan  did,  too,  that 
we  could  accommodate  some  people  by  going  ahead. 

Edj  do  you  want  to  go  with  some  questions  ? 

This  gentleman  here  on  my  left  is  the  ranking  member  of  the  Sub- 
committee on  Conservation  and  Credit,  the  Honorable  Ed  Madigan 
from  the  State  of  Illinois. 

I've  said  this  many  times  and  I  don't  care  who  knows  it,  on  the  minor- 
ity side  Ed  is  the  leading  member  on  that  side  of  the  House  for 
agriculture. 

He's  sincere.  He  works  hard.  I  guess  one  reason  I  want  to  say  that  is 
that  my  thoughts  and  his  run  together;  but  I  do  appreciate  him  more 
than  he  knows,  because  he's  been  my  right  arm  in  a  lot  of  this  legisla- 
tion that  we've  tried  to  put  together. 

This  morning  somebody  alluded  to  the  fact  that  we  worked  3  years 
on  a  bill.  Well,  that's  the  truth.  We  have,  and  it's  been  a  lot  of  fun  and 
a  lot  of  pleasure  to  have  Ed  Madigan  where  he  is  because  he's  very 
responsible  and  does  a  very  fine  job. 

Incidentally,  he  lives  in  a  section  of  the  country  that  just  really  is 
great  as  far  as  agriculture  is  concerned.  What  is  your  home  town? 

Mr.  Madigan.  Lincoln. 

Well,  I'd  like  to  say  to  you  ladies  and  gentlemen  that  are  interested 
in  conservation  that  it's  been  an  awakening  experience  for  me  to  sit 
here  and  listen  to  you  discuss  the  problems.  It's  certainly  given  me  a 
greater  appreciation  for  the  kinds  of  things  that  Ed  Jones  has  been 
trying  to  do  in  Washington. 

In  Illinois  and  central  Illinois  we  don't  have  the  kind  of  problems 
that  you  have.  That  doesn't  mean  that  some  day  we  wont  have  those 
problems,  but  I  think  that  our  problems,  even  though  they  exist,  are 
minor  compared  to  yours. 

Ed  Jones,  as  far  as  I'm  concerned  and  I  think  as  far  as  the  other 
members  of  the  Agriculture  Committee  are  concerned,  is  really  the 
only  person  doing  any  talking  or  any  thinking  about  soil  erosion 
problems. 

After  spending  this  afternoon  listening  to  you  fellows  I  understand 
the  interest  that  he  has  much  better,  and  I'm  certainly  going  to  try 
to  be  more  attentive  to  the  things  that  he  has  been  trying  to  do. 

I  think  you're  very  fortunate,  and  I  s^  this  as  a  Republican  under- 
standingthere  is  an  election  next  year.  I  think  you're  very  fortunate 
to  have  Ed  Jones  in  the  U.S.  Congress.  I  know  that  you're  not  goin& 
to  make  any  mistakes  next  year,  and  I  hope  the  people  in  central 
Illinois  don't  make  any, 

I  don't  want  to  ask  any  questions  about  the  conservation  issues  be- 
cause, as  I  said,  it's  something  that  has  not  been  such  a  serious  prob- 
lem for  me. 
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I  do  want  to  say  that  some  of  the  people  who  Sf>oke  here  this  after- 
noon were  certainly  very  impressive,  and  as  I  indicated,  it  was  an 
educational  experience  for  me. 

I  am  anxious  not  to  have  these  two  gentlemen  over  on  the  left  side 
f^t  away  from  us  without  responding  to  a  few  questions  about  this 
rather  multifaceted  proposal  that  has  been  visited  upon  Mr.  Jones 
and  myself. 

Mr.  Farr,  there  are  some  things  about  this  that  concern  me,  because 
in  so  many  different  endeavors  and  areas  of  endeavors  a  person  can 
find  parallels. 

You  might  be  interested  in  knowing  that  some  people  who  are  talk- 
ing to  me  are  saying : 

We  think  we  ought  to  Increage  that  7  years  to  10  years.  We  hope  that  you'll  go 
atoDg  with  that,  but  as  customers  of  oi%anlzations  chartered  under  the  PCA, 
we're  really  not  anxious  to  see  them  into  all  these  other  thingti,  because  It's  tieen 
our  experience  that  as  ttiey  broaden  their  areas  of  interest  and  get  Involved  in 
other  things,  the  attention  given  to  the  farmer  borron'er  has  diminished,  the 
competitiveness  with  commercial  banks  in  terms  of  Interest  rates  and  other 
features  has  lessened.  The  Farm  (Credit  Administration  has  been  less  at  an 
oi^nlzation  for  farmer  producers  than  has  been  the  case  in  the  past.  We  hope 
that  you'll  go  very  slow. 

This  is  what  people  are  saying  to  me,  people  in  Illinois  and  in  other 
places  that  I  have  visited. 

For  example,  when  you  want  to  decrease  thi.s  80  percent  to  60  per- 
cent, in  a  parallel  situation  I  had  an  airline  ask  me  for  a  lot  of  help, 
and  under  a  Republican  administration  and  before  airline  deregula- 
tion I  gave  these  fellows  some  help  to  enable  them  to  expand  their 
business  and  get  bigger  so  that  they  could  be  more  competitive,  they 
said,  and  enjoy  the  economies  of  scale. 

They  got  bigger.  They  are  bigger.  They  serve  a  lot  of  towns  they 
didn't  serve  before,  but  the  towns  that  they  were  serving,  the  towns 
I  was  intei-osted  in,  they  aren't  serving  them  any  more. 

Now  we're  looking  around  for  another  airline  and  we're  going  to 
start  all  over,  and  I  wonder  if  what  you  are  doing  really  doesn't  rep- 
resent the  same  kind  of  thing  where  someday  somebody  is  going  to 
come  back  to  us  and  say,  "We  need  some  kind  of  lending  apparatus  to 
take  care  of  the  fanners  because  this  organization  that  used  to  exist  fw 
that  purpose  seems  now  interested  in  doing  all  kinds  of  other  things."* 

What  Kind  of  guarantee  can  you  mve  us  that  that  won't  happen! 

Mr.  Farr.  I  guessj  Mr.  Madigan,  l  would  have  to  say,  hopefully, 
that  we  will  be  carrying  on  with  our  borrowers,  our  young  people  that 
will  be  coming  into  the  bank,  with  the  same  spirit  wnich  we've  had  in 
the  past,  devoted  to  the  farmers'  needs,  that  will  continue. 

lM>pefully,  the  annual  report  to  Congress  through  Farm  Credit  will 
assure  that  we  continue  to  serve  our  farmers.  Really,  a  cooperative  is 
nothing  more  than  an  extension  of  the  farm,  and  the  cooperative 
makeup  is  determined  bv  the  farmers  who  own  it. 

Really,  most  of  the  eligibility  needs  here  come  from  maybe  around 
the  larger  cities  where  you  have  a  lot  of  farmers  who  have  quit  fann- 
ing and  still  have  sizable  investments  in  the  cooperatives.  That's  one 
area,  investments  in  the  cooperative,  maybe  still  want  to  have  a  voice 
in  there,  a  voting  voice.  That  ia  one  area  which  they've  been  request- 
ing. 
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We  appioached  that  in  the  1971  act  when  they  wanted  to  lower  the 
voting  down  to  60. 

Also,  in  the  1971  act  and  a  subsequent  amendment,  they  lowered  the 
voting  medium  for  rural  electrics  to  70  to  serve  a  portion  of  the  rural 
electric  families.  You  know,  REA  is  providing  a  majority  of  it  and  the 
Congress  could  authorize  them  to  go  to  supplemental  lenders.  We're 
just  one  of  the  supplemental  lenders.  That  is  one  area. 

\s  far  as  I'm  concerned  and  I  think  the  next  generation  following 
me  in  our  banks,  I  dont  think  we'll  get  away  from  the  dedication  to  the 
farmers  which  we  have. 

Most  of  our  fellows  are  agricultural  economics  graduates.  They  come 
off  tlie  farms.  They  see  the  need  there  to  continue  serving  the  farmer, 

Mr.  Madigan.  Mr.  Jones  and  myself,  as  Members  of  tlie  House  of 
Representatives,  have  restrictions  on  us  as  to  what  our  outside  inter- 
ests can  be.  So  the  only  time  I  really  get  involved  in  anything  any 
more  is  just  when  I'm  helping  my  mother  to  do  something. 

Both  you  and  Mr,  Feltner  intimated  that  it's  inefficient  to  do  busi- 
ness with  two  lenders.  My  mother  presently  has  loans  actually  with 
three  banks,  and  the  reason  she  has  loans  with  three  banks  is  because 
when  she  was  making  the  second  loan  and  then  when  she  made  the 
third  loan,  there  were  more  attractive  rates  of  interest  available  to 
her. 

She  would  probably  be  a  little  bit  surprised  to  find  out  that  you 
think  it's  inefficient  for  her  to  get  a  better  rate  of  interest  and  go  to  a 
second  lender. 

Mr.  Fark.  I  don't  know  whether  I  implied  that.  I'd  like  to  say  this : 
I'm  familiar  with  our  system. 

In  the  Fourth  District  we  have  a  lot  of  high  quality  and  have  joint 
lines  with  commercial  banks,  and  really,  that  is  good  and  we  have  no 
problems  with  them. 

In  the  international  scene  right  now,  I  feel  like  in  this  new  export 
authority,  if  we  get  it,  the  commercial  banks  will  be  involved  witn  us 
more  then  than  they  are  now.  Some  of  them  are  with  us  and  some  of 
them  aren't.  Wb  just  don't  have  the  complete  picture,  but  I  think 
that  they  will  be  working  with  us  and  we  will  be  working  with  them 
more  and  more. 

We  have  to  have  lines  of  credit  and  we  have  joint  lines  to  our  large 
grain  co-ops  with  the  large  commercial  banks.  I  have  no  major  prob- 
lem with  them,  as  long  as  we  have  the  same  agreement  when  we  go  in 
how  we're  going  to  operate. 

Mr.  Madigan,  If  we're  looking  for  efficiencies,  economies  of  scale 
or  whatever,  why  don't  we  combine  the  three  branches  of  the  sys- 
tem in  one? 

Mr,  Farr.  Perhaps  that  might  come  about  some  day.  I've  been  in 
the  system  27  years  and  I've  seen  it  change  and  I  would  say  that  you'll 
see  changes  in  the  years  ahead. 

I  think  the  wisdom  of  Congress  will  see  some  changes  down  the 
road.  Our  system  is  looking  at  it  now  to  what  should  we  do  to  provide 
a  better  service  to  the  farmer  or  more  complete  service  to  where  he 
can  get  a  more  efficient  coordinated  program. 

I  guess  onr  policymakers  and  our  boards  of  directors  and  the 
Federal  Board  and  Congress — I'm  an  employee  and,  hopefully,  they 
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will — ^maybe  we  can  help  them  look  at  these  situations  tiiat  come 
about. 

Mr.  Madioan.  The  only  other  comment  that  I  want  to  make  to  jon 
is  I  keep  looking  to  you,  as  I  did  to  the  witnesses  this  morning,  for 
the  justificatioD  for  getting  into  the  financing  of  exports,  of  agricol- 
tural  exports. 

What  you  suggested  this  afternoon  is  that  grain  quality  has  been  a 
problem  and  that  the  cooperatives  could  do  a  better  job  of  maintain' 
mg  the  quality  of  grain  shipments,  and  that  we  would,  by  inference,  l^ 
profit  from  that. 

I  thought  you  ought  to  know  that  at  the  time  that  the  allegations 
of  grain  quality  were  most  rampant,  I  went  to  Europe  and  I  visited 
all  the  countries  where  there  was  supposed  to  be  those  ctunplaints. 
Thatwasinl97S. 

The  only  complaint  I  could  find  was  in  Toolbury,  England,  and 
it  dated  back  to  1973  when  the  CCC  bins  were  being  unloaded  and  a 
lot  of  old  grain  was  being  shipped. 

I  couldn't  find  a  complaint  anywhere  in  Europe  newer  than  1978 
that  honestly  related  to  the  quality  of  grain. 

What  I  could  find  was  that  some  Italian  speculators  who  had  paid 
too  much  for  grain  and  were  trying  somehow  to  renegotiate  tiie  price 
by  claiming  quality  problems. 

Mr.  Farr,  I'm  not  trvins  to  embarrass  you  because  you  enjoy  an  ex- 
cellent repiitation  in  the  Congress  and  in  the  banking  community.  I 
just  want  you  to  know  that  as  far  as  this  member  is  concerned,  the 
justification  for  all  of  this  expanded  activitv  is  going  to  have  to  be 
a  lot  better  than  it  has  been  this  morning  and  this  afternoon. 

I  don't  have  any  other  questions. 

Mr.  Jones  of  Tennessee.  Thank  you,  Ed,  I  just  want  to  join  yon  in 
what  you  had  to  say  about  the  consolidation  of  the  banks  and  some 
of  the  updating  of  some  of  the  problems  that  we've  asked  over  and 
over  again  about  to  see  whether  or  not  the  board  and  the  three  banks 
were  thinking  about  anything;  of  that  sort  in  order  to  serve  the  mem- 
bership a  little  bit  more  efficiently  than  they  do  in  some  cases  today. 

I  must  admit  that  I  always  get  about  the  same  answer  that  yon  gave 
us  just  now,  because  I  can't  get  anybody  to  speak  out  and  be  specific 
about  the  position  they  want  to  take. 

It  seems  to  me  that  the  time  is  fairly  rapidly  approaching  that 
your  big  board  and  the  rest  of  you  are  going  to  have  to  take  a  good 
look  at  whether  or  not  you  update  your  position  to  the  point  of 
consolidating  the  three  branches. 

I  think  a  lot  of  thought  is  going  to  have  to  be  directed  in  that 
direction. 

I've  made  it  pretty  clear  to  most  everybody  that  I've  talked  with, 
and  I  did  this  at  the  two  hearings  we've  held,  that  I  introduced  the 
Farm  Credit  Administration  bill  by  request,  I  dont  want  it  to  be 
known  as  the  Jones  bill,  and  I  made  that  pretty  clear  at  the  time  I 
introduced  it,  because  I  am  not  in  total  agreement  with  everything 
thjt  H.K.  4782  embodies  at  the  present  time,  and  the  Governor  knows 
that.  I've  told  him  over  and  over  a^rain  that  that's  the  way  I  feel 
and  111  continue  to  feel  that  way  until  we  get  a  little  attention. 

I  want  to  reempbasize  again  that  I  don't  have  a  very  good  feeling 
about  you  getting  in  the  insurance  business.  I  thought  we  settled  that  in 
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1971,  and  you  might  as  well  prepare  yourself  for  some  problems  as  fax 
as  the  export  proposal  is  concerned. 

I've  heard  that  at  eveiy  hearing  that  I've  been  to,  that  you're  going 
to  face  some  opposition  there. 

We'll  hear  more  about  farm  credit  tomorrow. 

Mr.  LuTz.  Let  me  leave  this  with  you,  if  I  may. 

I  would  like,  while  I'm  walking,  to  just  make  one  comment,  and 
I  know  that  you  can  do  something  about  t^is. 

You  know,  one  of  the  highest  costs  to  a  fanner  today  is  for 
cliemicals. 

Did  you  know  that  the  average  concentration  active  ingredients 
that  compiles  most  farm  chemicals  is  between  4.6  and  12.2  active  in- 
gredients, and  the  reet  of  them  are  inert. 

I  know  you  can't  give  free  enterprise  a  kick  in  the  head,  but  I  would 
say  this:  In  talking  at  a  laboratory  here  in  Memphis  to  an  agricul- 
tural chemical  engineer,  he  had  already  made  a  list.  He  is  of  the 
same  interest.  That  the  most  popular  herbicide  in  the  country  is  4.6 
active — or  6.4,  one  of  those  two.  1  don't  want  to  misquote  him. 

It  could  be  concentrated  to  the  point  of  80  percent  active  and  cut 
the  cost  by  two-thirds  and  let  the  farmer  use  his  own  water.  That's 
something  to  think  about.  Gientlemen,  I  hope  you'll  excuse  me,  but  IVe 
gc*  a  project  going  down  here  in  Mississippi.  Thank  you  very  much. 

Mr.  Jones  or  Tennessee,  Thank  you  for  coming. 

Tony  Campbell,  you  talk  like  we  might  be  closer  t(^ether  than 
we've  been  in  the  past.  You  gave  me  encouragement  today. 

Mr.  Campbell,  I  don't  think  we've  been  that  far  apart  ever. 

Mr.  Jones  of  Tennessee,  Well,  I  didn't  think  so  either,  but  you  almost 
convinced  me  once  or  twice, 

Tony,  I'll  tell  you  what.  Some  of  the  things  that  you  expounded 
upon  appeal  to  me,  and  I  must  confess  to  you  that  we've  had  a  lot 
of  thou^t  and  a  lot  of  discussions  here  of  lat«  about  some  of  the 
problems  that  we  face  here  in  west  Tennessee. 

Ed,  I  think  maybe  you  realize  that  in  these  21  counties  that  lie 
west  of  the  Tennessee  River,  we  have  more  soil  losses  than  anywhere 
in  the  United  States,  fi'om  30  to  50  tons  per  acre  per  year. 

Yesterday  in  Aberdeen  and  day  before  yesterday  in  Hutchinson, 
Kans.,  we  learned  the  loss  in  those  areas  is  approximately  5  tons  per 
year,  and  that's  about  the  build-hack  amount  that  you  do  build  back 
through  cultivation  or  through  pasture  renovation. 

Mr.  Crihfieu).  Mr.  Jones,  could  I  make  a  statement?  I'm  Talmage 
Crihfield  with  the  Tennessee  Association  of  Conservation  Districts, 
and  maybe  this  statement  needs  to  be  made  and  maybe  it  doesnt. 

I  didn't  include  it  in  my  official  statement,  but  I  would  like  to  say 
this.  I  know  I  speak  for  the  Conservation  Distracts  of  the  Stat«  of 
Tennessee,  and  I  think  Steve  can  correct  me  if  I  dont  ^>eak  for  the 
national  policy. 

We  in  no  way  support  nor  do  we  propose  any  form  of  a  national,  fed- 
erally mandated,  land-use  program  for  agricultural  land  of  any  kind. 

I  think  you  concur  in  that,  Mr.  Chairman.  We  believe  in  the  free 
enterprise  system.  We  believe  that  that  ia  the  reason  we  have  the  agri- 
cultural system  in  this  country  that  we  have.  We  believe  that  we  can  use 
incentives  and  education  to  bring  about  some  changes  in  this  problem. 
We  do  not  support  a  Federal  land-use  program  of  any  kind. 
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M^be  I  should  have  said  it  and  ma^be  I  shouldn't,  but  I  thought 
that  I  would  like  to  have  tliat  inserted  into  the  record. 

Mr.  Jones  of  Tennessee.  Well,  I  think  most  of  us  know  the  portion 
of  NACD  and  TACD,  too,  on  that,  and  that's  just  what  you've  said  it 
was,  of  course,  Talmage. 

On  the  issue  of  conservation,  the  situation  is  so  serious  that  it's  too 
big  for  an;  one  person  or  any  group  of  people,  even  your  organization 
or  anybody  else's. 

It's  one  that  we're  all  going  to  have  to  work  together  on.  Here  we've 
been  fooling  around  with  it  for  a  long  time  and  as  Hill  Tanner  pointed 
out,  we're  losing  more  soil  now  than  we  lost  30  or  40  years  ago,  I  think 
you  said  45  years  ago  maybe. 

Of  course,  we've  got  to  realize  that  our  cultivation  and  farming 
practices  have  chan^d  a  great  deal  since  those  days,  and  one  of  the 
striking  things  that  affects  us  as  much  as  anything  is  the  absentee 
ownership  of  land  that  we  have  in  this  country  with  no  firm,  con- 
tractual agreements  that  the  renter  has  between  the  landowner  who  is 
an  absentee  owner  and  the  person  who  is  renting  it  and  farming  it. 

I  believe  that  we're  going  to  have  to  look  at  that  serious^.  The 
absentee  ownership  of  land  continues  to  increase  ail  over  the  coun- 
try, and  it's  eapecaally  a  big  problem  here  in  this  area. 

I  think  that  we've  got  to  update  our  ability  to  make  contracts  and 
stick  with  them  and  liave  it  written  into  them  in  black  uid  white 
that  there  are  certain  requirements  which  must  be  met  if  yon  rent 
that  land  and  if  you  maintain  it. 

Mr.  Tanner.  Mr.  Chairman,  can  I  make  one  comment  t 

I  thought  a  long  time  before  I  would  advocate  the  zoning  of  pri- 
vately owned  farmland.  In  fact,  I  led  a  fight  in  our  own  county  court 
riiist  that  very  sort  of  thing  when  ^deral  flood  insurance  was 
topic 

I  don't  think  that  anybody  who  lielieves  in  the  sanctity  of  private 
ownership  or  in  free  enterprise  more  tlian  I  do.  I've  always  believed 
in  it  and  I  believe  in  it  now. 

As  I  pointed  out  to  you,  I  think  that  a  private  owner  should  have 
the  right  to  do  almost  anything  he  wants  within  the  law  with  his 
land  except  for  one  thing,  I  don't  believe  any  individual  has  the 
right  just  Decause  he  owns  land  for  a  short  period  of  time  to  destroy 
it  for  all  the  future  generations,  and  that's  precisely  what  some  of 
our  farmers  are  doing  when  they  take  the  shoH-term  view  and  plow 
up  a  hillside  and  put  it  in  soybeans  until  it  will  no  longer  produce. 

He  has  destroyed  that,  not  only  for  himself  but  for  all  the  time  to 
come.  We  can  lose  more  topsoil  m  one  rain  than  you  can  build  Imw^ 
in  25  years  under  the  best  of  practices. 

I  don't  believe  anybody  has  that  right  to  destroy  land  for  future 
generations.  I  think  that  it's  a  selfish,  senseless,  criminal  act  to  do 
that,  to  jeopardize  the  welfare  of  the  country  and  the  people  coming 
along.  I  think  the  law  ought  to  define  it  as  a  criminal  act.  People 
don't  realize  what  they're  doing  sometime.  They  are  just  ^hinlniig 
of  the  short-term  returns. 

This  erosion  is  a  serious  thing.  I  know  that  in  Mr.  Madigan's  dis- 
trict— IVe  spent  lots  of  time  m  that  area  buying  livestod^,  and  I 
know  that  in  those  level  black  combelt  areas  erosion  is  much  less  of 
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ft  problem  than  it  is  here :  and  yet,  there  must  be  fitune  serions  prob- 
lems somewhere  because  lor  the  State  of  Illinois,  the  average  loss  is 
6.72  tons  of  soil  per  acre  per  year  for  the  whole  State. 

Perhaps  in  aouthem  Illinois  or  in  some  of  the  more  rolling  areas 
the  loss  is  quite  severe  because  that's  considerably  above  what  we 
can  afford.  This  is  such  a  pressing  problem  that  sometimes  we  let 
our  commitments  and  our  ideals  stand  in  the  way  of  something  that's 
absolutely  necessary,  and  I  think  it's  essential  that  we  stop  soil  erosion 
and  stop  it  now  if  we're  going  to  continue  to  survive. 

I  think  we've  had  an  ade^iuate  time  to  prove  that  education  and 
incentnvee  haven't  done  the  job,  and  I  doubt  seriously  if  they  could. 
I  know  there's  some  talk  about  typing  soil  conservation  to  participa- 
ticn  in  the  crop  programs.  I've  iMen  Arming  for  35  years,  I  suppose, 
and  IVe  never  turned  down  any  Federal  money  through  a  crop  pro- 
gram that  1  thought  was  really  advantageous  to  me,  even  though  I 
mi^it  have  disapproved  it.  I've  never  turned  it  down,  and  yet  all  I 
ever  got  I  woaldik\  walk  around  the  block  for  it. 

I  cant  remember  the  last  Federal  money  I  collected  for  that  sort 
of  thing,  and  if  I  diH,  it  was  so  insignificant.  In  the  whole,  it  cost  the 
Government  a  whole  lot,  but  for  an  average  farmer  like  me — I  know 
there's  some  farmers  in  specialized  areas  maybe,  producing  one  big 
crop,  that  have  participated  handsomely,  but  for  muiy  fiirmers  it^ 
nonexistent. 

I  couldnt  care  leas  whether  we  had  Federal  programs  for  me  to 
participate  in  or  not  because  they  don't  mean  doodly-squat.  And  as 
far  as  enticing  me  to  do  soil  conservation  work,  I  woiudnt  give  it 
a  second  thought,  and  I  don't  think  many  other  fanners  would.  If 
you  make  the  mceotives  great  «iough  to  really  be  an  enticement,  my 
gosh,  there's  no  telling  what  it  would  cost. 

Mr.  Crihii£U>.  Mr.  Chairman,  we  haven't  ^igaged  in  a  debate 
here  with  Mr.  Tanner,  but  I  want  to  make  a  couple  of  comments  in 
response  to  what  Mr.  Tanner  just  said. 

The  point  about  incentives,  the  realistic  point  is  that  we've  never 
had  an  mecntive  program.  ACP  has  been  at  the  $190  million  level  for, 
gosh,  I  dont  know  how  many  years.  You  know  more  than  I  do,  prob- 
ably no  more  incentive  money  than  $2  million  has  ever  come  into  west 
Tennessee. 

We're  talking  about  a  program  that  would  coat  $fiOO  million  to 
achieve.  So  when  you  look  at  that,  we've  really  never  had  an  incen- 
tive program  to  begin  with.  We've  had  a  smidgen  of  an  incentive 
Srogram,  but  when  we  downgrade  our  incentive  program,  we  really 
onx  have  anything  to  down  grade  anyway,  because  we  haven't  had 
enough  money  commg  into  these  areas  to  really  accomplish  anything 
on  the  front  end. 

The  second  point  I'd  like  to  make  is  when  we  talk  about  a  demon- 
stration of  field  days  that  were  held  years  ago  that  haven't  seen  results, 
I  think  that  we're  Jiving  in  a  new  age  from  an  agricultural  standpoint 
in  that  techniques  are  different,  we're  dealing  with  a  new  group  of 
farmers,  and  the  total  picture  has  changed. 

Now,  some  of  the  old  conservation  practices  still  apply,  but  there 
are  also  numerous  new  conservation  practices  that  need  to  be  discussed 
and  that  need  to  be  part  of  an  overall  educational  program. 
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So  I  think  when  we  start  downgrading  what^  already  been  dtme, 

we  need  to  take  into  perspective  how  much  money  we've  spent,  what 
we've  done,  and  where  we've  gone,  and  where  we  are  at  this  point, 
because  I  think  that  based  on  the  amount  of  money  we've  had  avail- 
able and  the  technical  assistance  and  so  forth,  I  think  we've  done  a 
pretty  good  job.  I  think  our  condition  could  be  even  worse  than  it  is. 

Mr.  Tanner.  Could  I  say  one  other  thing?  I  just  want  to  agree 
with  him.  I  think  they've  done  an  excellent  job.  too,  and  there  are 
some  new  practices,  such  as  no  till  production  of  soybeans,  which  is 
of  some  benefit.  I've  been  practicing  it  myself  for  a  number  of  years. 

But  as  you  pointed  out,  we've  had  such  a  small  amount  of  money 
that  it  wasn't  a  drop  in  the  bucket.  Now,  if  we  had  500  millitm  in- 
stead of  2  million,  maybe  so,  but  where  is  the  5 — if  you're  realistic 
about  it,  there  ain't  no  use  to  expect  500  million  to  replace  2  million. 
It  aint  coming. 

Mr.  Crihfield.  I  don't  think  we're  advocating  that,  but  I  think 
we're  advocating  a  basic  redirection  of  our  priorities  within  the  de- 
partment. 

Let  me  make  an  observation  to  the  Congressman  Madigan.  We  wel- 
come you  to  the  State.  We're  pleased  to  have  you  with  us.  Yon  seem 
to  be  a  very  fine  gentleman,  very  knowledgeable. 

We  talk  about  no  till  and  I  for  one  do  not  practice  no  till  for 
various  reasons.  One  of  the  reasons  that  I  dont  practice  it  is  becanse 
we've  had  tremendous  problems  with  weed  control.  We're  m^jng 
some  inroads  into  that  kmd  of  problem  and  I  think  that  we're  going 
to  be  looking  at  that  in  the  future. 

I  have  two  planters  parked  under  my  equipment  shed  rigitt  now. 
One  of  them  came  at  a  cost  of  about  $11,000,  and  the  other  is  some- 
where in  the  area  of  in  excess  of  $10,000.  One  is  a  narrow  row  and  <me 
is  a  conventional  row  planter. 

In  order  for  me  to  practice  no  till  on  my  own  farm  with  my  own 
equipment,  it's  going  to  require  an  additional  investment  to  me  of 
in  excess  of  that  amount  of  money  to  do  so. 

In  order  for  me  to  do  that,  it  needs  to  be  demonstimted  to  me  QuA 
this  will  work.  I  need  to  go  out  and  see  it  on  a  farm  in  my  coun^. 
Maybe  it  could  be  on  my  farm;  I  dont  know,  but  I  need  to  know 
that  this  kind  of  situation  works. 

In  other  words,  if  we,  by  Government  mandate  or  however  by  in- 
centive programs,  if  we  expect  farmers  to  become  interested  and  get 
involved  in  trying  to  stop  this  serious  problem — and  it  is  a  most 
serious  problem — then  we  need  to  do  some  things  that  will  allow  for 
this  kind  of  an  educational  process.  That's  what  I  mean  whm  I  talk 
about  education.  I  wanted  to  clarify  that. 

Mr.  Tanner.  Well,  Vm  not  against  education. 

Mr.  Jones  of  Tennessee.  Well,  I  think  both  of  you  are  saying  almost 
the  same  thing.  You're  just  in  a  little  disagreement  on  tjbe  way  yoa 
mieht  handle  it. 

Let  me  emphasize  that  the  10  States  in  the  Great  Plains  program — 
and  I  know  Don  Bivens  is  very  familiar  with  the  Great  Plains  pro- 
gram, and  I  know  Steve  is  and  I  guess  you  are,  Talmage. 

I've  just  come  from  out  there  and  the  majority  of  testimony  that 
surrounded  ^  conservation  subject  matter  yesterday  and  tuB  day 
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before  regarded  a  recommendation  for  a  continuation  of  the  Great 
Plains  program,  and  it  doesn't  involve  all  that  much  money. 

Of  course,  they  don't  have  the  same  problems  that  we  have,  and 
I'm  not  capable  of  discussing  them  on  a  technical  basis  myself,  but 
I'm  sure  that  Don  can  and  others  can  who  are  with  the  Soil  Cktn- 
servation  Service. 

But  without  a  doubt,  the  Great  Plains  program  tliat  involves  almost 
19  States,  parts  of  10  States  in  the  West  at  least,  and  which  expires  in 
1981,  and  this  subcommittee  has  got  to  do  something  about,  looks  like 
a  very,  very  practical  program  to  take  a  look  at  to  at  least  provide 
the  needed  areas  of  the  whole  countnf  with  a  program  similar  to  that. 

In  the  testimony  that  we  got  out  there,  and  the  nature  of  it  was  the 
same  as  we've  had  here,  from  dedicated  honest  people  who  really 
wanted  to  get  the  job  done,  they  all  said,  "We  do  want  the  continu- 
ation  of  the  Great  Plains  program  and  we'd  like  to  see  the  expendi- 
tures increased  if  possible.'^ 

I  believe  they  get  $300  million,  don't  they,  Don ;  is  that  about  right  ( 
Thirty  million,  well,  I  thought  it  was  more  than  that  at  one  time. 

But,  anyway,  I  asked  them  the  question :  "Would  you  object  to  the 
next  Great  Plains  program  that's  written  to  include  the  whole  country 
that  needs  soil  conservation  reclamation  ?" 

They  said,  "Absolutely  not,  we'd  be  proud  to  see  it,  as  long  as  you 
don't  affect  the  amount  of  money  that  we  get." 

So  this  subcommittee  within  the  next  year  and  a  half  has  got  to 
come  up  with  some  sort  of  a  conservation  program,  and  we've  got 
to  do  it  for  the  Great  Plains,  and  it's  somethuig  we  need  to  be  think- 
insabout  as  to  how  we  do  it  and  what  we  do  for  our  own  people. 

There's  been  a  lot  of  projections  made  on  how  to  handle  conserva- 
tion, and  as  has  been  pointed  out  here  today,  not  every  farm  in  the 
United  States  needs  conservation  protection  or  assistanace.  I'm  sure 
SOS  says  that.  I'm  sure  they  make  that  statement.  I  think  I've  seen 
the  figure  where  it  says  so  many  farms  do  need  it,  but  I  dont  remem- 
ber how  many  at  this  moment. 

The  truth  of  the  matter  is,  there  are  many,  many  areas  of  this  coun- 
of  ours  that  need  a  lot  of  it  that's  not  getting  it  today, 
go  back  to  what  I  said  awhile  ago,  that  I  sincerely  beueve  that 
we've  got  a  real  problem  with  absentee  ownership  of  lands.  I  believe 
something  has  got  to  be  done  to  see  to  it  that  the  people  who  own  that 
land  and  the  people  who  rent  that  land  do  it  in  such  a  manner  that 
we  do  something  for  conservation,  some  sort  of  mandatory  agree- 
ment in  a  contract  that  says  if  you  rent  my  land,  you've  got  to  maintain 
these  terraces  or  you've  got  to  maintain  these  ditches  or  maintain  this 
or  that,  or  whatever.  I  don't  know  what  all  ought  to  be  in  it.  I'm  not 
one  who  can  put  all  that  together.  But  I  just  came  up  with  an  idea 
like  that  that  I  Uiink  would  be  helpful. 

Then  I  think  there  are  some  ways  that  we  can  probably  appropri- 
ate some  money  that  wouldn't  be  costly  or  wouldn\  cost  ttie  Govern- 
ment any  money. 

I'm  sort  of  tired  of  having  to  vote  for  big  budgets.  I've  made  a 
pledge  to  help  balance  that  budget  and  I'm  going  to  do  my  beat  to 
do  it,  but  I  don't  know  why  we  couldn't  take  a  leaf  out  of  the  book  of 
the  Highway  Trust  Fund  and  take  a  look  at  the  success  that  we've 
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had  building  the  Interstate  Highway  System,  and  do  sfHnething  in 
that  regard  for  soil  conservation. 

It  can  be  done,  I  believe,  stHne  way  or  other.  Maybe  not  that  way, 
but  something  in  that  regard,  and  I  believe  somebody  knows  how 
to  do  it. 

Mr.  McCalla.  Now  explain  how  that  Highway  Trust  Fund  oper- 
ates, will  you! 

Mr.  JoNZB  of  Tennessee.  Well,  so  much  of  the  gasoline  tax  is  set 
aside  for  the  construction  of  the  Interstate  Highway  System  for 
even*  ^Uon  that  you  buy,  and  maintenance. 

Ufr,  Madiqan.  Or  something  like  the  soy4>ean  checkoff. 

Mr.  JoNEB  of  Tennessee,  It  could  be  done.  You  have  to  buy  an  your 
farm,  and  you've  said  so  here  today  and  many  of  you  have,  you've 
talked  about  how  high  equipment  is  today. 

Whoever  buys  the  stun  or  whoever  sells  it,  there  could  be  some 
sort  of  a  tax  added  that  would  go  into  a  trust  fund  for  the  providing 
of  conservation  practices  some  way  or  other. 

Industry  couldn't  operate  today  if  it  were  not  for  the  farmer. 
He's  the  backbone  of  the  entire  industrial  organizations  that  we 
have  in  this  country  and  all  the  plants. 

Mr.  Brttnson.  Mr,  Chairman,  I'd  like  to  go  back  to  the  previous 
point  that  you  were  discussing,  increasing— basically,  you're  talking 
about  the  Great  Plains  program  or  using  that  concept  to  target  in  on 
areas  with  serious  problems. 

Of  course,  we're  sitting  here  in  the  middle  of  an  area  that's  a  serious 
problem.  I  believe  we've  said  that  enough  already  today. 

I'd  like  to  hear  what  Congressman  Madigan  has  to  say  about  this 
type  of  soil  conservation  policy  where  we  would  have  essentially  a 
DM6  program  or  a  minimum  program.  The  areas  that  need  littJe 
assistance  would  get  little  assistiuice,  and  we  would  take  essentially 
the  money  and  manpower  that  we've  got  and  take  into  account  infla- 
tion and  use  that  resource  to  treat  more  heavily  areas  such  as  west 
Tennessee, 

Politically,  how  would  that  ring! 

Mr.  Madiqan.  Where  are  you  going  to  get  the  money?  You're  cwi- 
templating  a  general  appropriation  f 

Mr,  Brttnson.  No,  I'm  contemplating  the  base  program  that  USDA 
has  got  now,  the  Soil  Conservation  Service.  Of  course,  I  would  hope 
that  we  would  not  see  this  continued  chipping  away  at  it  and  reductitm, 
but  rather  begin  to  increase  a  little  bit, 

I'm  not  talking  about  a  new  program,  I'm  talking  about  taking 
those  funds.  The  areas  that  have  had  reasonable  treatment  would  begin 
to  lose  manpower  and  technical  assistance,  ACP  funds  or  what  have 
you. 

Through  a  national  program  it  would  be  channeled  into  areas  where 
the  need  was  shown  to  be  the  greatest.  In  other  words,  ACP  is  divided 
pretty  much  on  a  crop  land  basis  around  the  country  now. 

Mr.  Madioan.  You're  talking  about  more  money  for  Tennessee  and 
If      noney  for  Ulinois,  and  you  want  to  know  how  I  feel  about  it? 

■.  Brunbon.  Right,  I  want  to  know  what  Illinois  would  have  to 
-  about  it. 
'.  Madioan.  Well,  I'm  a  reprefientative  of  my  constitueots  and 
lure  that  they  would  urge  me  to  vote  against  tfu^ 
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Mr.  Jones  of  Tennessee.  "Diat^  politically  tough,  no  doubt  about 
that. 

Mr.  Madigan.  If  I  can  just  pursue  that  a  moment,  I  would  like  to 
give  an  example. 

We  have  an  agricultural  research  laboratory  in  Peoria,  111.,  that  we 
think  is  a  pretty  good  installation.  Every  year  the  U.S.  Department 
of  Agriculture  tries  to  cut  it  out.  Every  year  we  have  to  fight  to  put 
it  back  in^  just  to  hold  on  to  what  we've  got. 

Each  tmie  that  we  go  to  pass  an  agricnlture  bill,  this  is  a  problem 
that  Ed  Jones  and  Ed  Madigan  and  everybody  that's  interested  in 
agriculture  has  to  face. 

We  literally  are  at  the  point  that  we  have  to  gussie  it  up  like  a 
Christmas  tree  and  put  a  lot  of  things  in  it  for  other  people  just  to 
get  a  little  bit  in  it  for  agriculture. 

I'm  sure  Dick  Feltner  who  was  in  the  Department  of  Agriculture 
can  tell  you  how  many  people  in  that  Department  are  actually  working 
on  things  that  relate  to  farm  production,  food  and  fiber  production, 
and  how  many  are  working  on  welfare  programs.  I'm  sure  that  the 
ratio  has  already  gone  over  the  halfway  mark ;  but  that's  a  consequence 
of  having  to  put  things  into  the  U.S.  Department  of  Agriculture 
just  in  order  to  get  the  farm  bill  passed. 

My  own  State  is  kind  of  a  microcosm  of  what  the  problem  is.  We've 
got  M  Members  of  Congress  and  12  of  them  are  from  one  county.  A  vote 
for  the  U.S.  Department  of  Agriculture  budget  doesn't  mean  a  thing 
to  half  of  our  congressional  district  from  the  State  of  Illinois, 

That  situation  isn't  getting  better ;  that's  getting  worse.  After  the 
next  census  and  the  next  redistricting  of  Congress,  the  representation 
in  Congress  for  agricultural  areas  is  probably  going  to  he  less  than 
what  it  IS  now. 

There  are  going  to  be  fewer  Congressmen  from  downstate  Illinois; 
fewer  Congressmen  from  upstate  New  York;  fewer  Congressmen  from 
the  State  of  Ohio;  more  Congressmen  from  San  Diego;  more  Con- 
gressmen from  Phoenis  and  Tucson ;  more  Congressmen  from  West 
Palm  Beach  and  Orlando  and  places  like  that. 

The  thing  is  going  to  be  redistributed  again,  so  the  difficulty  in 
passing  an  agriculture  bill  is  going  to  be  worse  in  the  future  than  it  Is 
now ;  and  if  you  look  to  the  Federal  Government  for  new  sources  of 
funding  for  agricultural  programs,  you  almost  have  to  sa^  at  the  same 
time,  "And  what  can  we  do  for  the  residents  of  the  big  cities  that  will 
represent  an  equal  amount  of  money."  In  order  to  get  a  dollar,  you've 
got  to  talk  about  spending  two,  and  how  can  we  get  that  $2  expendi- 
ture, then,  past  the  budget  makers,  past  the  Office  of  Management 
and  Budget. 
It  just  gets  more  and  more  and  more  difficult  to  do. 
As  witness,  I  had  Boh  Bergland  on  a  TV  program,  and  I  said, 
"Why  do  you  want  to  cut  out  this  agricultural  research  lab  at  Peoria, 
111.  ?  We  think  they're  doing  a  lot  of  good  things." 

He  said,  "I  think  they  are,  too."  He  said,  "I  dont  want  to  cut  it 
out" 

This  is  the  Secretary  of  Agriculture  talking,  on  a  television  tape 
that's  going  to  be  broadcast.  He  said,  "I  don't  want  to  cut  it  out. 
The  Office  of  Management  and  Budget  wants  to  cut  it  out," 

They  just  go  over  it  line  item  by  line  item  on  everybody's  budget 
and  cut  out  everything  they  can.  So  in  that  kind  of  atmosphere ;     i' 
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talking  about  increasing  ezpenditures,  and  I  tell  yoa  jron've  got  a 
tough  ]ob  ahead  of  you.  You  really  do. 

^t.  Tanner.  Mr.  Chairman,  can  I  make  one  more  comment  and 
then  1*11  be  quiet. 

I  think  that  Mr.  Madigan  has  hit  on  the  most  basic  point  of  alL 
Fanners  are  such  a  minority,  and  a  decreasing  minoritv  at  that,  the 
Congress  is  more  and  more  urban  and  consumer  oriented,  and  I  think 
it  points  up  the  utter  futility  of  farmers,  agriculture,  depending  upon 
the  Federal  Government  for  their  well-being,  because  you've  got  a 
natural  inborn  conflict  of  interest  there  that  we  can't  overcome. 

Now,  going  a  little  further,  that's  oae  reason  I  would  love  to  see 
the  Federal  Government  lay  down  these  guidelines  that  I  was  talking 
about  in  zoning  this  land. 

If  a  farm,  for  example,  is  zoned  for  grass  and  if  a  man  wants  to  sow 
soybeans  there,  you  can  make  provision  and  say,  "Well,  you  can  crow 
soybeans  if  you  install  terraces  or  if  you  do  tnis  or  if  you  do  Uat." 
You  can  make  provisions  for  upgradmg  it  and  so  forth.  It  could  be 
worked  real  well  and  would  be  a  farmer-oriented,  fanner-cfmtrolled 
sort  of  a  thing,  you  see,  that  wasn't  dependent  upon  appropriatiaiu 
from  Congress  to  work. 

As  I  drove  down  here,  there's  thousands  of  acres  in  west  Tennessee 
that  there  is  no  other  solution  for  them  but  to  put  them  in  grass. 
There  is  no  conservation  measure  that  will  enable  you  to  grow  soy- 
beans successfully  on  tlie  side  of  a  hill  like  that.  It  ought  to  be  in  grasB, 
and  nobody  is  going  to  put  it  in  grass  for  any  inducement  unless  tliey 
are  required  to. 

Now,  if  this  18  a  farm  and  it's  zoned  for  grass  when  I  buy  that  farm, 
I  know  it's  zoned  for  grass  and  I  know  I'm  goingto  have  to  graze  that 
farm.  If  I  don't  want  to  do  that,  I  dont  have  tobuy  it. 

In  my  judgment,  that's  the  only  solution  that  has  even  a  prayer  of 
working  any  *'ime  in  the  foreseeable  future,  and  it  seen^  to  me  that  the 
prospects  for  any  other  approach  where  we  are  depending  on  appro- 
priations and  inducements  will  grow  dimmer  as  the  years  pass  and  as 
the  agricultural  percentage  declines  in  the  Nation. 

Mr.  Crihfieu).  Mr.  Chairman,  could  I  make  one  comment.  I'm  going 
to  say  one  other  thing  and  then  I'm  going  to  shut  up,  too. 

Of  course,  you're  not  going  to  do  it  anyway,  but  when  you  decide  to 
zone  my  land,  I  also  want  you  to  ration  gas,  because  the  moral  equiva- 
lent of  improper  land  use  is  improper  energy  use;  and  I  dont  think 
there's  any  particular — all  segments  of  our  society  are  using  in  excess. 

So  I  think  that's  a  moral  judgment  and  not  a  physical  judgment. 

I  would  make  one  comment  that  I  wanted  to  make  a  while  ago, 
Mr.  Jones,  when  we  were  talking  about  Federal  farm  payments  based 
on  use  of  a  conservation  plan. 

One  of  the  things  that  the  Department  of  Agriculture  might  look 
into  in  lieu  of  a  mandated  program  would  be  higher  price  supports  few 
farms  that  practice  proper  conservation  methods.  In  other  words,  some 
form  of,  quote,  unquote,  green  ticket  program  or  something  that  woold 
allow  for  higher  price  support  for  those  farmers  who  did  participate 
in  it,  in  a  program  such  as  this. 

Mr.  JoNM  of  Tennessee.  In  other  words,  an  incentive  prwrsm. 
That's  been  talked  about  some.  That's  been  pitched  sronnd  a  little 
bit 
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Mr.  McCalla.  Mr.  Chairman,  this  matter  of  economics  is  quite 
important.  ^ 

I  mentioned  one  farm  in  the  discussion  I  made  that  we  bought.  We 
put  it  in  grass  for  5  years.  We  walked  cattle  over  it  and  we  walked 
them  pretty  successfully.  The  Ladyno — phonetic — faded  out  so  we 
needed  to  do  something  about  it  to  get  it  reestablished ;  and,  therefore, 
youVe  pot  to  do  some  minimum  tillage  or  you've  got  to  plow  it  up. 

The  next  year  we  put  it  in  soylwans  and  I  suspect  it  made  more 
money  in  1  year  in  soybeans  than  it  made  in  5  years  of  cattle  walking 
over  It. 

Now,  it's  a  matter  of  economics.  When  you  ask  the  farmer  to  reduce 
his  income  from  a  fixed  figure,  to  cut  it  in  half,  you've  got  a  real  prob- 
lem, because  he'll  do  all  sorts  of  things. 

We're  going  to  have  to  use  minimum  tillage  and  we're  going  to  have 
to  use  some  things  to  make  some  of  those  hillsides  function  in  soybeans 
regardless  of  what  we  think  because  of  the  economics  of  it. 

You  can't  ask  a  man  who  owns  his  land  to  cut  his  income  in  halt 
It  would  be  just  like  asking  a  Congressman  to  reduce  his  salary  in  half. 
Now,  gentlemen,  you  all  don't  much  want  to  reduce  it  in  half  and  I 
can  understand  that.  There's  a  matter  of  necessity  on  it. 

If  you  don't  go  to  the  economics  of  the  situation,  you're  in  real 
trouble  because  you  can't  legislate  very  well  how  a  man  is  going  to  use 
his  private  land  without  having  10,000  lawsuits  in  the  United  States 
and  some  good  lawyer  is  going  to  win  a  lot  of  those  for  the  man  who 
owns  the  land. 

Mr.  Cahfbell.  I'm  the  only  one  who  lives  in  the  city,  I  guess.  I'm 
not  a  farmer  and  it's  an  interesting  thing  to  me  to  sit  here. 

Cities  were  opposed  to  zoning  for  a  lot  of  years  and  learned  to  live 
with  it.  You  know,  I  don't  like  anybody  telling  me  what  I  do  <hi  my 
acre  of  woods  but  they  do,  and  at  times  with  certain  of  my  neighbors 
that  I'm  glad  they  do. 

It  seems  to  me  that  we're  going  to  have  to  find  a  solution  to  this 
problem  in  west  Tennessee  beyond  anything  that  we've  talked  about. 

In  studying  it,  I  see  two  alternatives :  Either  go  to  zoning,  which  is 
extremely  unpopular,  or  pass  a  law  similar  to  what  I  beueve  Iowa 
has  where  you  can  erode  all  you  want  on  your  land,  but  the  second 
that  silt  gets  off  your  land  then  you're  responsible  for  it.  It  holds  a 
man  responsible  for  the  damage  he  does. 

A  good  fanner  doesn't  have  anything  to  worry  about.  Ilie  man  that's 
going  in  there  to  maximize  his  property  and  get  out  is  going  to  be 
penalized.  I  don't  think,  Congressman  Jones,  that  the  old  incentives 
and  programs  is  going  to  answer  the  problems  that  we  have  in  west 
Tennessee  for  any  number  of  reasons. 

Mr.  Madiqan.  I  served  on  a  board  of  zoning.  The  problem  with  this 
zoning  thing  is  that  if  you  zone  a  community  and  adopt  a  zoning  plan 
in  a  community  that  did  not  exist  before,  you  say  that  tnis  area  is  going 
to  be  residential  and  this  area  is  going  to  be  light  industrial  and  this 
area  is  going  to  be  heavy  industrial  and  this  area  is  going  to  be  com- 
mercial; and  in  large  measure  that's  a  recognition  of  irtiat  already 
exists  there. 

You  don't  go  into  an  area  that  is  industrial  and  say  this  area  is  going 
to  be  residential  and  you  industries  have  got  to  get  out  of  here.  You 
dont  do  that. 
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What  you're  talking  about,  though,  is  a  zoning  program  for  farm- 
land where  you  would  in  effect  go  in  and  say  to  the  man,  "You  cant 
grow  soybeans  on  the  side  of  this  hill  any  more."  That  man  says,  "I've 
got  to  have  $1,500  an  acre  income  off  this  land  to  pay  for  it  and  you're 
going  to  reduce  my  income  to  $700  an  acre  or  $500  an  acre,  and  I  can% 
even  make  the  mortgage  payment  with  that  kind  of  program." 

I  don't  think  you  can  zone  something  after  the  fact  and  treat  the  in- 
dividuals involved  fairly,  and  I  dont  niink  you  do  that  in  cmmnunity- 
type  zoning. 

You  do^  tell  people  that  they  have  to  move  their  factory  or  they 
have  to  move  their  store  if  it  existed  before  the  zoning  law  did.  Absent 
doing  that  with  agriculture  zoning,  I  don't  know  what  you  would  ac- 
complish by  that  approach. 

Mr.  Campbell.  Well,  all  of  us  ought  to  consider  that.  That  would 
be  a  problem,  but  would  it  bo  cheaper  to  go  ahead  and  pay  that  man 
to  convert  that  land  to  pasture,  assure  his  income  for  some  certain 
amount  of  time,  than  to  continuaJly  fight  the  battle  of  soil  erosion  and 
rivers  silting  up  and  all  the  other  problems  we  have  associated  with 
soil  erosion. 

Mr.  Madioan.  Then  you  get  into  the  problem  of  the  newspapers 
being  able  to  say — and  I  assure  you  that  they  would — that  you're  pay- 
ing this  guy  $200,000  a  year  to  grow  nothing,  or  $20,000  or  $80,000  or 
whatever  it  is.  We've  had  enough  criticism  of  that.  We've  been  trying 
to  get  away  from  those  kind  of  things  with  legislati<Hi  that  imple- 
mented payment  limitations,  $20,000  payment  limitations,  $40,000  pay- 
matt  limitations. 

I  think  there's  a  practical  experience  in  front  of  trying  to  do  that 
that  almost  precludes  that.  The  other  thing  that  I  was  thinking  about 
as  I  sat  here  that  might  make  it  possible  to  get  some  money  as  if  this 
were  portrayed  as  being  an  environmental  issue  rather  than  an  agri- 
cultural issue,  and  you  had  the  environmental  groups  out  in  mat 
working  on  the  problem  rather  than  the  agricultural  groups. 

Mr.  Cautbell.  Most  of  the  environmental  groups  nave  been  very 
involved.  My  organization  is  called  an  environmental  organizatitHi, 
although  I'd  rather  go  as  a  conservation  organization.  They  are  very 
concerned  about  this. 

Mr.  CiuiiFiEij).  I  think,  Tony,  that  a  good  bit  of  the  progress  that's 
been  made  right  here  in  west  Tennessee,  Mr.  Jones,  can  oe  laid  to  that 
specific  kind  of  cooperation. 

Mr.  Jones  of  Tennessee.  There's  not  any  doubt  about  that. 

Mr.  CsiHrtELD.  No  doubt  about  it. 

Mr.  JoNEB  of  Tennessee.  Steve,  did  you  have  something! 

Mr.  Brunson.  Yes.  We've  discussed  economics  all  around  here  and 
Talmage  and  A.  K.  and  I,  we're  volunteer  workers  and  we're  here 
representing  ourselves  and  west  Tennessee,  and  we're  also  representing 
soil  conservation  districts. 

I'd  like  to  make  the  point  a  little  clearer  that  the  Districts  and  the 
people  that  are  involved  in  them  are  concerned  about  the  loss  of  oar 
soil  resource  base. 

It's  not  the  fact  that  we're  here  asking  for  money.  We're  looking  for 

some  help,  certainly.  We're  looking  for  a  lot  of  ways  to  insure  that 

ure  generations  still  are  able  to  enjoy  the  standards  of  living  tliat 
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W^'d  like  some  help  in  settling  the  problem.  You  know,  we're  look- 
ing at  a  com  crop  in  this  country  this  year  that's  ^ing  to  be  some- 
thing over  70  billion  bushels  and  average  over  100  bushels  per  acre, 
and  our  soybean  crop  is  going  to  average  over  30  nationally. 

When  you  have  figures  like  that,  it's  hard  to  say  that  we  are  in  a 
crisis  situation  as  far  as  soil  loss  is  concerned ;  but  we're  looking  to  the 
Congress  for  guidance.  We're  looking  to  improve  our  conservation 
programs,  and  it's  not  that  we  think  we've  got  a  problem  that  we're 
got  to  solve  for  ourselves  now. 

It's  a  problem  that  we  foresee  down  the  road,  understanding  that 
it's  hard  to  legislate  on  something  that's  in  the  future.  Maybe  we're 
crying  wolf,  but  we  think  there's  a  problem. 

Mr.  McCalla.  Mr.  Chairman,  Mr.  Madigan,  I  don't  know  whether 
to  hedge  25  percent  of  the  cotton  crop  to  date.  I  don't  know  whether 
to  hedge  it  or  not.  One  reason  I  don't  know  whether  to  hedge  it  or  not 
is  because  we're  at  65.27  on  yesterday's  market.  Parity  on  cotton  is 
about  99  cents.  I  can  grow  cotton  for  less  than  99  cents.  You  know 
how  that  parity  situation  goes.  If  we  got  the  same  amoimt,  it  would 
be  that. 

It's  a  real  problem  in  marketing  and  I  think  this  is  a  real  important 
thing  and  a  decision  to  make,  and  we  have  to  do  the  best  we  can  on 
marketing;  but  these  are  real,  real  problems  when  we  produce  a  good 
crop.  One  time  we  had  two  or  three  times,  when  we  cut  the  amount  of 
foreign  stuff  we  could  sell,  you'd  better  believe  that  cost  our  farm 
$30,000. 

Gentlemen,  that's  not  right.  Something  needs  to  be  done  about  that 
sort  of  thing.  Ed,  that's  what  it  cost  us,  oecause  it  went  down  to  $1  a 
bushel  because  the  XJ.9:  Department  of  Agriculture  said,  "Well  cut 
the  shipments  to  Bussia."  It  went  down  $1  a  bushel  and  it  cost  us 
$30,000. 

These  are  real  problems.  I  don't  know  how  to  solve  them,  but  you've 
got  a  lot  of  people  in  Congress  that  that's  what  they  spend  full  tune  at 
and  that's  why  we  make  this  appeal  to  yon. 

You  two  gentlemen  understand  it  probably  better  than  any  Con- 
gressmen we've  got  there,  but  this  is  something  that  really  needs  to  be 
considered,  and  wh«i  we  talk  about  parity,  we  need  to  get  the  Btory 
over  to  everybody  that  there's  a  fairness  about  the  situation. 

We're  going  to  make  a  living  some  way,  the  three  of  us  fanners  oat 
here,  because  we've  worked  at  it  a  long  time.  We  have  to  go  with  the 
Government  programs. 

Used  to  be  I  tried  to  convince  the  CongreesroMi,  Mr.  Madigan,  that 
Irt's  change  that.  I  quit  that.  Now  I  say  what  is  the  Govemmoit  pro- 
gram and  let's  see  bow  I  can  fit  what  I'm  doing  into  it. 

Mr.  Jokes  of  Temiessee.  The  truth  of  tlie  matter  is  we  d«it  have 
many  £inn  proerams  any  more.  When  you  really  look  at  it,  you  have 
hardly  any  that  bring  any  compensation  to  yotL 

Mr.  HosEa.  I  don't  want  to  close  it  <mi  a  negative  feeling.  I  think  this 
problem  can  be  worked  out  and  it's  going  to  have  to  be. 

I  can  foresee  that  gmtlemen  like  the  two  Ccmgrewmen  bete  ami 
I'm  sure  some  more  than  can  omne  up  with  SMoe  ideas,  bat  I  cant  see 
that  tbe  (uban  Coi^resEmen  and  Senators  can  see  a  40-year  loan  for  a 
man  to  baild  a  hmie  tfanm^  the  Farmeis  Home  or  FHA,  that  it  wont 
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mean  as  much  to  this  country  for  a  40-year  loan  to  a  former  or  ft  land- 
owner, whichever  the  case  may  be,  for  some  form  of  soil  conservatitm 
practices. 

There's  a  key  somewhere,  and  I  know  on  this  end — and  I  cant  see 
why  you  cant  pick  west  Tennessee.  It's  the  worst  in  the  Nation,  and 
come  up  with  some  incentive  program,  tax  or  long-term  loan.  Let's  see 
if  it  will  work  voluntarily. 

We've  got  a  whopping  problem  of  50  to  60  percent  absentee  land- 
owners and  we  keep  forgetting  this.  We  keep  saying  farmer  and  we 
need  to  be  saying  landowner. 

Now,  I  rode  with  a  gentleman  to  his  farm  several  years  ago  and  we 
got  in  the  truck.  I  said,  "Where  is  your  land  ?"  I  was  going  to  try  to 
rent  it. 

He  said,  "Well,  I  dont  know  where  that  farm  is." 

I  said,  "Well,  how  are  we  going  to  find  it?"  I  said,  "You've  never 
been  on  it  since  you  had  it  ? " 

He  said,  "No,  my  daddy  left  it  to  me  20  or  30  years  ago." 

I  said,  "You've  never  been  on  it?" 

He  said,  "No,  because  when  I  go  out  there,  they'll  ask  me  to  do  SMne- 
thing  on  the  land,  spend  some  money.  I've  never  gone." 

It^  a  whopping  problem.  I  say  we  try  an  incentive  of  some  kind  and 
I  think  the  landowner  ought  to  he  paying.  If  I  put  money  in  something, 
I'm  going  to  be  very  interested  in  it. 

Low-interest,  long-term  loan,  and  take  west  Tennessee  or  three  or 
four  bad  areas  in  this  country  and  key  on  them  and  it  will  work.  I 
believe  it  will. 

Mr.  JoNeg  of  Tennessee.  I  want  to  yield  to  Mr.  Madigan  for  a  brief 
moment  hpre. 

Mr.  Madigan.  You  mentioned  the  embargoes.  This  is  not  part  of  my 
story,  byt  Ed  Jones'  and  I  were  opposed  to  those  embargoes.  That  was 
done  down  at  the  U.S.  Department  of  Agriculture  when  Dick  Feltner 
was  down  there. 

That's  not  my  story.  MHien  you  mentioned  embargoes,  it  reminded 
me  of  a  story  that  an  implement  dealer  in  Logan  County,  HI.,  told  me. 
I  don't  know  if  this  is  a  true  story  or  not  because  this  fellow  is  kind 
of  a  storyteller. 

He  said  there  was  a  farmer.  He'd  been  trying  to  sell  this  fellow  • 
John  Deere  tractor.  He  went  out  one  year  and  talked  to  him  and  the 
guy  was  complaining  about  the  weather  and  he  couldnt  sell  him  a 
tractor. 

He  went  back  the  next  year  and  the  guy  was  complaining  about  the 
prices  and  he  couldn't  sell  him  a  tractor:  and  the  next  year,  which  was 
1975,  he  went  out  to  try  to  sell  the  fellow  a  tractor  and  the  guy  waa 
complaining  about  the  embargoes. 

So  in  1976  the  weather  was  beautiful  and  the  crop  was  beftotiful, 
and  the  overseas  market  was  good,  the  price  was  up  and  the  President 
of  the  United  States  was  making  speeches  saying.  "Agriculture  will 
not  be  a  tool  of  foreign  policy.  There's  not  going  to  be  any  embargoes." 

The  morning  the  President  said  that,  this  guy  jumped  in  his  car  and 
he  rushed  out  to  this  fellow's  house  to  sell  him  a'tractor. 

He  said,  "Now  look,  the  weather  isbeautiful,  the  price  is  good.  Look 
at  that  crop,  you*ve  got  the  best  crop  you  ever  'had,  and  the  PreeideDt 
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says  there's  not  going  to  be  any  embargo.  How  about  that  tractor  (" 

And  he  said  that  old  fanner  stood  there  and  he  turned  aroimd  and 
he  looked  at  that  crop  and  he  said,  "Awful  hard  on  the  ground.** 
[Laughter.] 

Mr.  Jones  of  Tennessee.  Well,  that^  a  good  story.  Let  me  make  a 
brief  statement  about  something  that  I  experienced  when  the  em- 
bargoes were  taking  place  and  the  prices  of  soybeans  began  to  get  to 
be  ^  and  things  were  pretty  good. 

In  the  wintertime — I  hatm't  been  in  the  Congress  too  long  then, 
about  two  terms,  I  suppose.  I  dont  remember,  but  anyway,  no  matter 
where  I  went,  to  a  sales  bam  or  anyplace  where  there  were  farmers 
congregated,  they  always  gave  me  a  world  of  advice. 

What  they'd  actually  say  to  me,  Bill,  was  tiiis:  "Congressman,  yoD 
be  sure  to  see  that  the  Department  of  Agriculture  and  the  U.S.  Govern- 
ment stay  out  of  the  farmers'  business.  We  don't  need  any  Govern- 
ment controls  or  any  Government  help." 

By  the  way,  that  changed  about  a  year  or  two  ago,  and  those  same 
guys  all  marched  to  'V^^hington  and  asked  for  a  little  aid  and 
assistance. 

WeVe  talked  about  t^at  several  times,  but  it  did  happen.  So,  you 
know,  it  just  depends  an  how  the  times  are  and  what  tahe  ctmditions 
are  as  to  how  you  feel  about  this. 

I  want  to  say  this  and  I  think  we  should  conclude:  llie  conserva- 
tion problem  is  nationwide,  of  couraej  and  it's  going  to  be  more  difficult 
to  ctHue  by  and  improve  now  than  it  was  a  few  years  back,  because 
with  the  recognition  of  Red  China,  the  world  markets  that  the  United 
States  has  today  and  is  going  to  have  in  the  future,  are  just  going  to 
(^llenge  fanners  to  grow  more  and  more  and  more. 

It's  going  to  be  more  and  more  difficult  to  control  this  soil  some  way 
or  other. 

That's  the  reaacm  I  continue  to  insist  that  we've  got  to  look  at  aome 
sort  of  a  program  that  has  some  built-in  incentives  in  it,  and  that  we've 
got  to  do  something  with  the  person  who  owns  the  land  but  doesn't 
farm  it  and  rents  it  out  and  lives  in  Florida  and  expects  the  bi^est 
check  eact  year  tdiat  be  possibly  can  get  from  the  renter  and  cares 
nothing  about  the  land  j  ust  as  Buddy  Moses  illustrated. 

It's  a  real,  real  serious  problem. 

Jerrr,  I  want  to  thank  you  for  being  here.  Jerry  Baron  is  on  Sena- 
tor Baker's  staff  and  he's  been  with  us  ul  day  and  we  appreciate  it  very 
much. 

If  there's  nothing  more,  we'll  recess  until  9 :30  in  t^e  morning  and 
we  thank  all  of  you  for  being  here. 

[Whereupon,  at  4:45  pjn.,  the  hearing  was  recessed,  to  reconvene 
at  9:30  a.m..  Friday,  October  5,  1979,  at  the  same  place.] 
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FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AHENDHENTS 


SBXDAY,  OCTOBEB  6,  1979 

HoDSE  OP  Representativbs, 
Subcommittee  on  Conservation  and  Credit 

OP   THE    CoMMITTEB   ON    AqRICDI.TDRE, 

Memphis,  Tenn. 

The  subcommittee  met,  pursuant  to  order,  at  9 :30  a.m.,  in  room  936, 
U.S.  Federal  Building  and  Courtihouse,  M«nphis,  Tmui.,  Hon.  Ed 
Jones  of  Tennessee  (chairman  of  the  subcommittee)  presiding. 

Present:  Representative  Edward  Madigan. 

Staff  present :  Robert  CashdoUar  and  Frank  Winston. 

oFEHnra  besabks  of  hon.  es  jones,  a  sepbesehtative  m 

COHOEESS  PBOH  THE  STATE  OF  TEBITESSEE 

Mr.  .Tones  of  Tennessee.  Good  morning,  ladies  and  gentlemen. 

We're  here  for  the  second  day  of  hearings  on  two  subjects  of  legisla- 
tion, that  of  conservation  and  credit,  the  subcommittee  that  hwidlee 
Farm  Credit  Administration's  legislation,  as  well  as  the  conservation 
of  this  country  of  ours. 

Yesterday  wc  had  a  very  splendid  group.  The  testimony  went  well 
and  a  number  of  very  good  questions  were  asked  and  answered. 

I  might  tell  you  that  on  Tuesday  of  this  week  we  were  at  HutohinscHi, 
Kans.,  and  did  a  similar  job  and  then  moved  to  Aberdeen,  S.  Dak.,  for 
a  day  of  hearing,  and  then  here  in  Mem[^s  for2  days. 

I'm  very  pleased  that  all  of  you  are  here  today.  There  ere  very  few 
ground  rules  that  we  have  as  far  as  testimony  is  concerned,  and  m 
be  brief  and  to  the  point  and  tell  you  how  theyll  be  handled. 

Xo  time  limit  is  placed  (Hi  anyone  after  we  look  at  the  list  and  think 
that  we  can  complete  it.  However,  we  do  a^  you  to  be  as  brief  as  possi- 
ble, as  thorough  as  you'd  like  to  be;  and  if  you  have  a  written  state- 
ment that  you  want  to  summarize,  the  entire  statement  will  becmne  a 
part  of  the  record.  ■  -, 

Yesterday  we  had  a  number  who  summarized  and  then  some  who 
read  their  statements.  Many  of  those  statements  were  brief. 

Our  witness  list  this  morning  consists  of  18  people  between  now  and 
12  o'clock.  The  method  that  we  follow  is  that  we  hear  all  the  witnesses 
and  then  ask  you  to  come  back  and  questions  will  be  asked  at  that 
time. 

My  counterpart  on  the  subcommittee,  the  ranking  member  on  the 
minority  side,  is  Congressman  Madigan  of  Illinois.  He  will  be  here 
in  a  few  moments,  but  he  must  leave  at  12 :55  to  go  to.  Washington, 
(395) 
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Some  of  us  will  be  here  all  day  lonj^  for  the  purpose  of  listening. 
I  do  want  to  say  that  I  appreciate  the  interest  that  you  have  shown  by 
being  here. 

Yesterday  the  group  remained  until  we  were  finished,  and  much 
enthusiasm  and  interest  was  manifested  by  so  staying  all  day  long.  I 
do  appreciate  those  who  are  here  from  my  home  congressiomu  district, 
as  well  as  outside  my  congressional  district,  and  ftom  the  States  of 
Arkansas,  Mississippi,  and  Missouri.  I  believe  we  also  have  a  witnes 
or  two  from  Louisiana  this  morning.  This  shows  that  there's  a  great 
deal  of  interest  in  the  subjects  that  we're  trying  to  cover. 

The  Subcommittee  on  Conservation  and  Credit  is  one  of  the  heavier 
obligated  subcommittee  of  the  full  Committee  on  Agnculture. 
We  have,  it  seems,  more  responsibility  than  the  majority  of  the 
subcommittees. 

However,  we  work  at  it,  and  we  have  a  splendid  membership  on  the 
subcommittee  on  both  sides  of  the  aisle.  We  try  our  best  to  share  the 
problems  and  come  forth  with  legislation  that  is  what  the  people  want 
That's  the  reason  we've  come  to  the  community  to  listen. 

I've  been  in  Congress  11  years  and  I've  been  on  the  Committee  on 
Agriculture  since  I've  been  there,  and  I've  been  chairman  of  this  sub- 
committee into  my  fourth  year. 

That  has  been  our  philosophy,  that  we  get  out  with  the  people  and 
listen,  rather  than  to  listen  to  so  much  professionalism  that  ctnnes  to 
Washington  for  testimony. 

We  believe  that  we  do  a  better  job  of  writing  legislation  that's  cc«n- 
mensurate  to  what  the  people  back  home  need  and  desire. 

This  morning  our  first  witness  is  a  friend  of  mine,  and  the  man 
accompanying  him  is  also  of  the  same  likeness. 

Mr.  Parks  Tigrett  of  Newbem,  Tenn.,  is  a  farmer,  an  insurance 
man,  and  a  community  worker,  intensely  interested  in  what  takes  place 
as  far  as  the  community  goes. 

He's  accompanied  by  Mr.  Sichard  Binkley,  who  is  a  farmer  and 
banker,  and  also  a  close  friend  of  mine. 

I'm  glad  that  you  gentlemen  are  here.  Parks,  you  may  ccHne  to  the 
podium  and  we'll  be  ^ad  to  hear  you,  I  hope  you'll  stay  for  ttie  morn- 
ing session  so  we  can  ask  you  some  questions  later,  at  least  be  subjected 
to  some  questions. 

Kichard,  if  you  want  to  come  on  the  front  seat,  just  come  along,  too, 
Or  sit  where  you  are.  These  meetings  are  very  informal.  We  don't  try 
to  make  them  anything  but  just  country  style. 

STATEMENT  OF  FASES  TiaBETT,  UTOEFENDEHT  INSVSAirCE 
AGENTS  OF  AKESICA,  NEWBEKN,  TENN.,  ACCOKFANIE]}  BT 
SICHABD  BINELET 

Mr.  TioRETT.  I  am  here  on  behalf  of  the  Independent  Insurers  of 
Tennessee  and  the  Independent  Insurance  Agents  of  America.  We  are 
filing  our  objections  to  the  PGA  and  Federal  land  bank  entering  as 
insurance  interests  in  the  field  incomplete, 

I  want  to  just  hit  a  few  highlights  of  them.  Mr.  Binkley  has  a  copy 
for  everybody,  which  will  be  filed. 
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We  believe  that  this  Farm  Credit  Act  of  1971  which  permits  PCA 
and  Federal  land  banks  to  provide  financial  related  services  and 
they've  gone  into  the  insurance  business  with  that. 

It  is  our  contention  and  I  think  it  was  the  intention  of  Congress  that 
the  need  for  the  services  was  based  on  persuasive  evidence  that  the 
membership  need  for  interest  in  the  proposed  services  is  sufficient  to 
insure  that  the  quality  ot  service  cannot  be  provided  at  a  reasonable 
cost. 

If  there  is  any  place  in  the  United  States  where  the  Federal  land 
bank  and  production  credit  can  operate  successfully  and  there's  not 
successful  insurance  people  available,  I'd  like  to  know.  I'd  be  glad  to 
open  an  office  there.  Our  trouble  is  too  competitive. 

We  think  the  Congress  intended  only  limited  insurance  activity 
when  they  put  th(«e  financially  related  services  into  their  bill.  Congress 
intended  such  limited  insurance  activities  because  it  was  potentially 
unfair  competition  with  unaffiliated  businesses. 

I  think  the  record  will  show  you,  Mr.  Congres^nan,  that  where  these 
pilot  programs  have  been  in  existence  in  the  Carolinas,  New  Orleans, 
and  St.  Louis  offices,  that  many  of  the  PCA's  are  ignoring  the  limita- 
tions Congress  intended  to  impose  upon  these  insurance  programs,  and 
are  promoting  them  as  a  means  of  making  money. 

Some  places,  I  am  told,  they  even  are  giving  it  back  to  the  borrowers, 
the  commissions,  saying  it's  lowering  the  interest  rate.  In  our  terminol- 
ogy in  the  insurance  business,  that's  rebating.  We're  prohibited  1^ 
law  from  doing  that. 

It's  certainly  unfair  competition  for  Government-supported  oi^ni* 
zations  to  be  allowed  to  do  it. 

They  are  writing  liability  package  policies.  Some  associations  have 
gone  so  far  as  to  say  even  the  liability  insurance  on  an  automobile  is 
part  of  the  credit  nsk;  that  this  borrower  has  to  have  it  to  get  back 
and  forward  to  work. 

The  Farm  Credit  Act  is  not  enforcing  its  own  policy.  I  think  you'll 
be  one  of  the  first  to  agree  it's  almost  impossible  to  police  a  pobcy  of 
this  nature. 

In  quoting  the  report  of  the  Commission  on  Agricultural  Credit, 
whose  recommendations  led  the  Congress  to  permit  farm  credit  insti- 
tutions to  undertake  financially  related  services  provided  with  regard 
to  such  services  the  availability  of  competent  services  through  other 
normal  channels  should  be  recognized  and  they  are  provided  at  reason- 
able cost,  the  system  should  not  develop  competing  services,  but  assist 
its  members  in  the  profitable  area  of  such  services. 

I  think  you'll  find  that  that  has  been  badly  abused  and  there's 
no  wav  really  to  police  it. 

It's  been  my  experience  the  PCA,  the  Farm  Home  Administration, 
and  the  Federal  land  banks  are  doing  a  beautiful  job  of  lending  money. 

Mr.  Binkley  who  is  here  with  me  today  is  a  banker.  I  am  happy 
to  be  a  director  in  the  bank.  There's  no  way  the  banks  of  our  country 
can  finance  the  fanners  and  doing  what  the  PCA  and  the  Farm 
Home  Administration  are  doing. 

Dont  diversify  their  interests.  Let  them  keep  loaning  money,  what 
they're  supposed  to  do;  don't  put  them  in  competition  with  local  in- 
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surance  people  who  make  a  living  doing  that.  Dont  diversify  thai 
interests.  Let  them  keep  doing  a  beautiful  job  of  loaning  num^. 
Thank  you. 

Mr,  JoxES  of  Tennessee.  Thank  you  very  much,  Parks.  If  you'll 
provide  Bob  a  copy  of  your  testimony  for  the  record. 

Richard,  do  you  have  a  statement? 

Mr.  BiNKLEY.  No,  sir;  he  did  mine. 

Mr.  Jones  of  Tennessee.  We  appreciate  very  much  your  interest 
in  this  endeavor,  and  I  might  add  that  we've  had  others  who  were 
here  yesterday,  and  also  on  Wednesday  and  Tuesday  at  the  ot^er  bear- 
ings, who  expressed  the  same  sentiments  that  you  did. 

[The  above  referred  to  statement  and  additional  material  follow :] 
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Independent  Insurance  Agents  of  Arkansas 
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c  CoDurvalloD  and  Credit  Eub  Coa^Itee  of  the  Houk  Ccaitfttac  oa  terlcultor* 
Xetrohis.   TenneEfpg       -       October  5.   1979 

As  heaclDgB  are  belns  conducted  an  l*8ialatlcm  to  ■«&*  rtHatmattm  In  tba 
D  Ctsdlt  Arc,   the  HA  of  f.T\:^nfis   il,<,ucl-,t    l[  ap^iofTist^  to  rats*  the  laaoe  of 
isiDce  activities  engsEcd   In  l.y  the  Fan  Credit  AitalBlatratloo. 

It  IB  OUT  undfE standing  that  Congresa  did  not  intend  to  authollie  th*  FCA  to 
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(1)  Also  from  the  Conference  Beporti 

"Ihe  negd  factor  has  been  avaliuted  at  the  local  district  aiHl 
Federal  Board  levels.  This  approval  procedure  should  resssuc* 
the  cosiBlttee  that  the  (ystea  Is  only  coocemed  vlth  providing 
services  Hhere  ii>ei<>er  twners  have  rjetennlned  that  real  needs 


"d)  bank  Board  approval  for  an  association  Co  offer  a  financially 
related  service  program  shall  he  conditioned  on  the  application  o£ 
s  feasibility  deter«lnacIon  including  the  folloaing  four  criteria. 


2  H..   P.  53. 

3  117  Cong.  Rec.   1111538  (Dally  Ed.,  Dec.l.   1971).    t&iphaslB  added 
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Mr.  Jones  of  Tennessee.  The  next  witness  is  Vernon  Wright,  presi- 
dent of  the  Intermediate  Credit  Bank  of  New  Orleans. 

Vernon,  we  appreciate  your  coming  to  Memphis  and  you  may  either 
summarize  or  read  your  statement. 

STATEMENT  OF  F.  VEBNON  WSIflHT,  FUESIDEITr,  FEDEKAI  Hl- 
TEBMEDIATE  CREDIT  BANE  OF  NEW  ORLEANS,  REFBESEHTINO 
FROSUCTION  CREDIT  ASSOCIATIONS  OF  THE  FIFTH  FARU 
CREDIT  DISTRICT  OF  THE  FARH  CREDIT  SYSTEM 

Mr.  Wright.  Mr.  Chairman,  it's  a  pleasure  for  me  to  be  here  to 
appear  before  you. 

Before  I  start  my  testimony,  I  handed  approximately  100  copies  of 
letters,  primarily  from  farmers  in  our  district,  that  will  support  my 
testimony ;  and  I  respectfully  request  that  these  letters  be  entered  in 
the  record. 

Mr.  Jones  of  Tennessee.  Without  objection,  they'll  become  a  part  of 
the  record. 

[The  lettei-s submitted  ait^licid  in  thosubconvniittca  file.] 

Mr,  Wright.  M^  name  is  F,  Vernon  Wright,  I  am  president  of  the 
Federal  Intermediate  Credit  Bank  of  New  Orleans.  We  furnish  lend- 
ing funds  to  and  supervise  25  production  credit  associations  in  Loui- 
siana, Mississippi,  and  Alabama.  During  1979,  our  bank  will  lend  more 
than  one  $1  billion  to  production  credit  associations  and  other  financial 
institutions  which,  in  turn,  loan  these  funds  to  farmers,  ranchers,  and 
producers  and  harvesters  of  aquatic  products  in  the  three-State  area. 

The  Farm  Credit  Amendments  Act  of  1!)79  (H.R.  4782)  is  a  bill 
which  will  broaden  and  update  the  Farm  Credit  Act  of  1971.  In  a 
world  which  is  changing  so  fast,  it  is  necessary  for  the  agricultural  seg- 
ment to  keep  pace.  The  changes  which  are  proposed  by  this  bill  will 
help  improve  the  income  and  well-being  of  the  American  farmers  and 
ranchers  in  today's  changing  world,  thereby  enhancing  the  ability  of 
farm  credit  organizations  to  accomplish  objectives  of  the  Congress  as 
stated  in  the  Farm  Credit  Act  of  1971. 

Most  of  today's  changes  cost  money,  and  often  require  more  tax 
dollars.  But  the  provisions  of  the  bill  require  no  appropriated  funds — 
no  tax  dollars.  The  farm  credit  system  is  owned  by  mem  oers-bor rowers, 
and  uses  no  Federal  funding.  Even  the  Farm  Credit  Administration's 
budget  is  met  by  system  money  rather  than  public  funds. 

Those  of  us  who  have  the  responsibility  to  manage  and  execute  the 
policies  of  the  system,  as  well  as  the  board  members  who  set  the  poli- 
cies, have  taken  seriously  the  responsibility  to  achieve  consensus  on  this 
legislation  within  the  system.  There  has  been  much  "give  and  take," 
but  we  have  now  agreed  on  the  package  which  will  enhance  our  ability 
to  serve  American  farmers  and  ranchers.  Because  of  the  unity  which 
was  achieved  by  the  system  in  formulating  this  legislation,  we  urge 
this  sutxiommittee  to  use  its  authority  and  influence  to  prevent  an^ 
amendments  to  the  legislation.  We  urge  passage  of  the  legislation  as  it 
was  introduced. 

Although  there  are  no  provisions  concerning  insurance  in  the  pro- 
posed legislation,  we  understand  the  suggestion  has  been  made  to  take 
away  from  farm  credit  organizations  their  authority  to  provide  insur- 
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ance  services  to  farmer-members — a.  service  which  had  its  start  in  the 
early  1950'5.  This  issue  is  extremely  important  to  the  farm  credit  sys- 
tem for  many  reasons ;  therefore,  I  would  like  to  address  the  following 
remarks  to  farm  credit  member  insurance  programs: 

One :  The  rapidly  escalating  cost  of  farm  operating  expenses,  as  well 
as  capital  goods,  has  greatly  increased  the  risk  in  farming. 

Two :  PCA  members  are  telling  us  they  need  and  want  more  financial 
management  assistance,  a  substantial  part  of  which  is  managing  con- 
trollable risks. 

They  do  not  want  anyone  makins;  these  decisions  for  them.  They  are 
asking  for  information,  counsel  and  advice  to  consider  in  helping  them 
make  their  own  decisions. 

Three :  A  significant  part  of  any  farm  family's  risk  management  pro- 
gram is  that  of  properly  managing  the  insurable  risks.  These  insurable 
risks  for  which  PCA  can  now  offer  insurance  services  include: 

(a)  Insurance  to  cover  the  life  of  the  principal  ovmer/ manager  of 
the  farm  huainesa. — Thousands  of  farm  widows  across  this  Nation  have 
been  able  to  continue  tlie  farm  business  after  their  husband's  death 
due  to  the  PCA  loan  being  paid  in  full  or  substantially  reduced  by 
credit  life  insurance  coverage  purchased  from  their  PCA. 

(b)  Credit  disability  insurance. — Many  farm  families  are  able  to 
continue  the  farm  operation  without  incurring  additional  heavy 
debts  today  because  their  credit  disability  insurance,  purchased 
through  their  I'CA,  pays  for  i-eplaeenieiit  during  the  disability  of  the 
principal  operator. 

c.  Property  and  casualty  insurance. — The  loss  of  a  $50,000  resi- 
dence, a  $40,000  tractor,  or  a  $70,000  poultry  house  can  be  dis- 
astrous. In  fact,  it  can  put  a  farmer  out  of  business  if  he  or  she  is 
uninsured.  It  can  severely  weaken  their  financial  position  if  such 
loss  occurs  without  adequate  insurance.  We  find  that  many  of  the 
farmers  in  our  district  an'  either  uninsured  or  underinsured.  I  am 
attaching  a  few  examples  of  actual  cases  in  the  fifth  farm  credit 
district  which  clearly  illustrate  this  point.  Many  more  examples 
can  be  furnished  if  the  subcommittee  would  like  to  have  them. 
Much  of  this  is  the  result  of  rapidly  escalating  values  of  farm 
assets  and  failure  to  update  coverage  in  a  timely  manner.  PCA's 
can  offer  property  and  casualty  insurance  coverage  which  ia 
tailored  to  the  needs  of  the  individuiil  fanner,  just  as  our  loans  are 
tailored  to  the  individual  farmer,  PCA  employees  effectively  in- 
terrelatp  their  knowledge  of  farming,  the  individual  farmer's 
business  operations,  their  financial  analysis  expertise,  and  their 
knowledge  of  property  and  casualty  insurance  to  advise  the 
farmer  on  his  risk  exposure  and  how  he  can  rover  insurable  risks. 

d.  Croj)  hail  insurance  is  another  service  of  long  standing.  Loss 
of  an  uninsured  crop  due  to  hail  Ic^s  could  very  well  bankrupt  a 
farmer,  PCA  crop  hail  insunince  helps  to  absorb  some  or  the 
financial  loss,  (hereby  enchancing  the  fanner's  chances  of  growing 
another  crop  because  that  insurable  risk  was  covered. 

Fourr  It  is  important  to  emphasize  that  PCA  employees  receive  no 
commission  from  the  sale  of  any  type  of  insurance.  Nor  is  their  com- 
pensation based  on  sale  of  insurance.  The  Farm  Credit  Administration 
has  issued  directives  which  strictly  prohibit  relating  employee  compen- 
ion  of  any  nature  to  the  sale  of  insurance.  This  is  strictly  adhered  to 
oy  all  PCA's  and  is  strenuously  supervised  by  the  FICB's. 
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Five :  1  should  additionally  emphasize  that  purchase  of  any  t^pe  of 
insurance  from  a  farm  credit  association  is  strictly  optional  with  the 
member.  Even  if  insurance  coverage  is  req^uired  as  a  condition  of  the 
loan,  the  member  has  the  option  of  purchasing  that  uisurance  from  the 
source  of  his  choice. 

During  the  past  two  decades,  I  have  been  responsible  for  super- 
vision of  PCA's — approximately  10  yeare  as  deputy  governor  of  Pro- 
duction Credit  Services  at  the  Farm  Credit  Administration  in  Wash- 
ington, D.C.,  and  during  tlie  most  recent  10  years  as  president  of  the 
Federal  Intermediate  Credit  Bank  of  New  Orleans  where  I  am  respon- 
sible for  the  supervision  of  25  PCA's  located  in  three  States.  In  those 
supervisory  capacities,  I  have  handled  many  PCA  member  complaints 
concerning  loan  rejections,  and  foreclosures  in  connection  with  the 
lending  operation.  However,  I  have  never — not  even  one  time — 
received  a  complaint  by  a  PCA  member  or  applicant  alleging  coercion 
or  pressure  in  connection  with  the  PCA  insurance  programs.  It 
appears  that  concern  about  coercion  is  being  expressed  by  the  agents  or 
organizations  who  sell  insuiance^not  by  the  farmer-members  of  the 
system. 

The  only  beneficiary  of  this  competitive  source  of  insurance  services 
is  the  consumer;  in  this  case,  the  farmer,  because  he  has  one  more 
optional  source  whose  single  business  is  that  of  serving  farmers. 
Opposition  to  these  services  represents  opposition  to  competition  and 
is  contrary  to  the  free  enterprise  system. 

The  Congress  has  previously  authorized  Farm  Credit  associations 
to  provide  these  services  on  an  optional  basis,  to  the  member-owners  of 
the  Farm  Credit  System.  It  would  not  be  in  the  public  interest  to 
remove  these  existing  authorities.  For  all  of  the  reasons  cited  above,  I 
urge  you  to  preserve  authority  for  farm  credit  organizations  to  serve 
the  insurance  needs  of  meml>ers  in  order  that  they  may  continue  to 
serve  the  best  interests  of  the  American  farmer. 

Six:  It  is  my  understanding  that  someone  outside  the  farm  credit 
system  has  stated  this  legislation  will  enable  the  system  to  establish  its 
own  insurance  company,  and  further,  has  stated  the  system  already  has 
plans  on  the  drawing  board  for  an  insurance  company,  Neither  state- 
ment is  correct.  The  legislation  does  not  deal  with  insurance  or  an 
insurance  company,  anathere  is  no  system  consideration  of  establish- 
ing an  insurance  company,  much  less  plans  for  one.  Perhaps  this  mis- 
conception of  the  facts  is  creating  unwarranted  concern. 

When  the  Congress  created  the  farm  credit  system,  it  established 
a  framework  within  which  farmers  could  join  in  a  cooperative  effort 
to  help  themselves  and  help  each  other — farmers  doing  business  with 
farmers.  Every  dollar  for  operallng  and  capitalizing  tne  farm  credit 
syst«m  is  paid  by  the  farmers  who  own  and  use  it.  It  is  indeed  a  unique 
system — one  where  the  customer  and  the  owner  are  the  same  person. 
The  farm  credit  system  has  not  put  any  of  its  competitors  out  of  busi- 
ness over  the  years;  rather,  it  has  been  a  competitive  force  which  has 
served  the  best  interests  of  the  entire  farm  community.  In  fact,  our 
competitors  are  stronger  and  better  today  because  they  had  to  wan- 
pet*.  The  cooperative  concept  by  which  farmers  can  own  and  use  their 
own  businesses  for  purchasing  loan  funds,  marketing  products,  pur- 
chasing insurance  coverage,  and  purchasing  farm  inputs,  is  an  out- 
standing example  of  the  success  which  can  be  achieved  in  the  free 
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enterprise  system,  Mr,  Oiairnian,  we  thank  you  and  the  other  Mem- 
bers of  Congress  wlio  have  made  this  possible. 

Thank  you  for  the  privilege  of  presenting  testimony  concerning  the 
Farm  Credit  Act  Amendments  of  1979  and  related  issues,  I  urge  you 
to  report  H.R.  4782  out  of  subcoinmittoo  as  it  was  introduced,  with  no 
changes  or  amendments,  and  to  use  your  full  authority  and  influence  to 
preserve  the  current  authority  of  farm  credit  organizations  to  provide 
needed  financially  related  services  to  farmer-members  on  an  opera- 
tional basis. 

PROPERTY  INSURANCE  PROGRAM,  Fim  DISTBICI:  SEUCTEO  ACTUAL  CASES— MEMBERS  SAVE  MONEY  AT  PCA 
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Mr.  Jones  of  Tennessee.  The  next  witnesses  are  four  together.  I've 
been  asked  to  announce  that  they  will  all  come  up.  I  don't  £iow  which 
one  is  going  to  testify. 

I'm  calling  Mr.  Tom  Gist,  the  chairman  of  the  Federal  Credit 
Bank  of  Marianna,  Ark, ;  Mr.  Jack  Gibson  of  Arkansas ;  Mr.  John  D. 
Naill  of  the  Federal  Credit  Bank  of  Brinkley,  Ark.;  Mr.  Armstead 
Feland  of  North  Little  Rock;  Mr.  J.  N.  Lawhon  of  Cache  River 
Production  Credit  Association  of  McCrory. 

Mr.  Kaill,  you  may  proceed.  Do  you  have  copies  of  your  testimony 
for  the  record  ? 

Mr.  Naii-l.  Yes,  sir,  I  do. 

Mr.  Jones  of  Tennessee.  Before  you  begin,  my  counterpart,  Con- 
gressman Ed  Madigan  of  the  State  of  IllinoiSj  has  arrived. 

Ed  is  a  member  of  the  full  Agriculture  Committee  and  is  ranking 
minority  member  on  the  Conservation  and  Credit  Subcommittee,  and 
has  been  of  great  assistance  to  the  committee  in  writing  legislation. 

STATEMENT  OT  JOHN  NAILL,  EARHER;  HEHBER,  EESERAL  FARM 
CREDIT  BOARD,  BEIBKLET,  ARK. 

Mr,  Naill.  Thank  you,  Mr.  Chairman,  First  of  all,  let  me-  say  it's 
a  real  honor  and  pleasure  to  be  able  to  speak  before  your  committee 
this  morning. 

I  will  identify  myself  further  by  saying  I'm  John  Naill,  Jr.,  from 
Brinkley,  Ark.  This  is  a  town  in  the  east  central  part  of  the  State. 
It's  an  agricultural  community  that's  surrounded  by  rice,  cotton,  and 
soybean  farms.  I'm  a  borrower  from  the  Lonoke  Federal  Land  Bank 
Association,  the  Cache  River  Production  Credit  Association,  and  I 
sell  most  of  my  farm  products  through  cooperatives  that  are  financed 
by  the  banks  for  cooperatives. 

I'm  the  third  generation  of  farmers  that  have  had  farm  credit  loans 
on  this  farm,  and  Mr,  Chairman,  if  it  will  help  to  get  your  attention 
any,  I'll  say  that  the  fii-st  thing  that  they  did  when  they  came  over 
from  Tennessee  was  to  look  for  the  Federal  land  bank  office  over 
there.  I  also  serve  as  a  member  of  the  Federal  Farm  Credit  Board 
and  initially.  I  would  ask  your  support  of  this  entire  package  of 
amendments,  H,R.  4782. 

As  a  member  of  the  Federal  Board,  it  was  a  real  pleasure  to  see 
the  systemwide  development  of  this  package  of  amendments  and  to 
see  the  systemwide  support  of  it  as  it  was  finally  drawn  up. 

Today  I  appear  before  you  as  an  cast  Arkansas  farmer  concerned 
with  the  fact  that  usury,  the  Jack  of  usury  clarification,  can  limit  the 
service  of  the  farm  credit  system  to  me  and  to  my  neighbors  in  east 
Arkansas, 

It's  common  knowledge  that  the  charge  was  given  to  the  farm 
credit  system  many  years  ago,  the  initial  part  of  this  system,  to  pro- 
vide continuous  uninterrupted  credit  to  farmers  througliout  this  coun- 
try, no  matter  wheit  they  wci-e,  no  matter  what  the  condition.  This 
was  to  pi-ovide  credit  to  all  farmers,  and  over  the  years  the  Congiess 
and  Senate  have  front  time  to  time  improved  and  expanded  this 
system  by  addition  of  the  intermediate  credit  banks  back  in  the 
1920s,  by  the  addition  of  the  PCA's  later  on,  by  the  introduction  of 
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the  co-op  banks,  and  bj  the  Farm  Credit  Act  of  1971.  All  of  these 
were  opportunities  to  expand  and  improve  the  service  of  farmers  out 
in  the  community.  Also,  it's  common  knowled^  that  there's  one  source 
of  funds  for  this  system,  and  that  is  the  investing  public. 

With  this  one  charge  of  making  loans  to  farmers  and  this  one  source 
of  funds  for  the  system,  it's  not  difficult  for  the  farmer  out  there  at 
the  local  level,  and  particularly  in  eastern  Arkansas,  to  understand  the 
fact  that  you  can't  loan  money  for  less  than  you  are  borrowing  tot 
and  stay  in  business  long.  You  just  can't  continue  to  operate  at  a  loss 
and  that's  what  this  usury  limitation,  or  the  lack  of  clarification  of  the 
usury  situation  is  placing  on  the  system. 

This  is  not  just  an  Arkansas  problem.  It's  a  nationwide  problem, 
because  over  tne  years  this  system  has  expanded  to  serve  hundreds 
of  thousands  of  farmers.  It  loans  millions  and  really  billions  of  dollars, 
and  it's  involved  in  entwining  loss-sharing  agreements. 

As  a  result  of  this  largeness,  the  l>est  counsel  that  this  system  has 
advises  these  local  loan  officers  and  these  local  associations  not  to  make 
loans  merely  on  an  assumption  of  the  fact  that  this  system  is  exempt 
from  the  usurj-  laws. 

Arkansas  is  an  example,  and  I'd  like  to  speak  to  that  because  I  am 
from  the  State  of  Arkansas.  There  are  many  different  State  laws  in- 
volving usury,  many  different  limitations  and  many  different  penalties 
for  violations  of  the  usury  laws. 

Arkansas  has  a  limitation  of  10  percent  and  a  penalty  of  the  for- 
feiture of  the  principal  and  interest.  As  you  can  see,  when  you're  in- 
volved in  billions  of  dollars,  you  just  can  t  make  loans  faced  with  the 
possibility  of  forfeiting  the  principal.  Over  the  years  the  farmers  in 
this  system  paid  off  their  individual  loans.  They  retired  the  initial 
Federal  funds  that  were  put  into  it,  the  seed  money. 

Over  the  years  they  have  built  up  a  strong  capital  position  in  this 
farm  credit  system  of  their  own,  but  this  was  built  up  with  the 
understanding  that  the  farmers  through  their  hard  work  and  their 
industriousnesa,  built  up  this  reserve  to  meet  unanticipated  and  un- 
avoidable losses,  Snancial  losses  by  themselves  and  by  their  neighbors. 
It  was  not  ever  the  intention  to  build  this  up  to  be  depleted  by  lack  of 
clarification  in  the  law  that  put  us  into  business  to  begin  with. 

Also,  the  charge  to  provide  continuous  credit  to  farmers  and  ranch- 
ers and  cooperatives  across  this  country  was  not  given  with  the  idea 
that  this  charge  should  be  implemented  by  anv  schemes,  devices  or 
under  the  cloud  of  violating  State  laws,  nor  to  the  accompanyment  of 
year-to-year  legal  gymiiastics  to  trv  to  continue  to  make  these  loans. 

Mr.  Chairman,  this  item  of  clarification  of  usury,  like  the  other  27 
items  in  this  package  seeks  to  improve  an  already  proven  ongoing  good 
systf^m.  It  seeks  no  new  broad  authorities.  It  seeks  to  create  no  new 
groups  of  borrowers  and  it  seeks  no  tax  money.  It  just  seeks  to  improve 
and  expand  the  service  of  farmers  and  continuous  service  to  farmers. 
But  until  it  is  clarified,  it  will  continue  to  burden  by  lack  of  assurance 
that  crwlit  will  \>r  avaihiblp  to  the  farmers. 

I  urge  your  suiiport  of  this  entire  package  that  does  include  the 
clarification  of  the  usuni'  issue. 

Thank  you  very  much  for  the  opportunity  to  speak  to  you. 
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Mr.  JoNEB  of  Twmessee.  Thank  you  very  much,  Mr.  Naill.  We'll 
certainly  consider  the  recommendations  that  you  have  made  here. 
[The  prepared  statement  of  Mr.  Naill  follows :] 

Prepabed  Stateubnt  of  Joh»  Naiu. 

Mr.  Ctaaicman  and  members  of  tite  Sutwommittee,  1  am  Jt^a  Naill,  a.  meoit)er 
of  the  Federal  Farm  Credit  Board  and  former  member  of  the  Board  of  Directors 
of  the  Federal  Land  Bank  Association  of  Lonoke,  Arkaneas.  I  am  an  Arkansas 
farmer  residing  on  Barm  15  miles  outside  of  Brlnkley.  I  am  a  member  and 
borrower  from  the  Cache  HiTer  PCA.  This  is  a  predominantly  agricultural  com- 
munitf  with  cotton,  soybeans,  and  rice  as  the  chief  agricultural  products.  I  ap- 
preciate this  opportunity  to  present  some  views  on  the  Farm  Credit  Act  Amend- 
ments of  1979,  House  BiU  4782. 

These  Amendments  oITer  several  constroctive  cbanges  to  the  Farm  Credit  Act 
of  1971,  but  I  wish  to  limit  my  remarks  to  one  Item  in  wbidi  I  liave  particular 
Interest,  the  clariQcation  of  the  Farm  Credit  System's  exemption  from  state 
usury  laws  as  specified  in  Section  403  and  related  Sections  104,  204,  210,  and  307 
of  the  bill.  The  Farm  Credit  Administration  has  consistently  taken  the  position 
that  system  institutions  are  exempt  from  state  usury  laws.  This  opinion  Is  based 
on  the  l^slative  history  behind  the  Farm  Credit  Act  of  1971  and  bj  legislation 
antecedlcg  It.  Unfortunatdy,  however,  the  Farm  Credit  Act  of  1971  does  not 
specifically  state  tbls  exemption.  A  clarification  is  essential,  'tiowever,  to  insnre 
that  state  usury  laws  neither  restrict  the  availability  of  credit  disseminated  by 
Farm  Credit  institutions  nor  have  an  adverse  impact  on  the  financial  stability  of 
those  institutions. 

These  objectives  are  important  to  me  both  as  a  farmer  and  as  a  Federal  Board 
member.  As  a  farmer,  I  need  a  dependable  source  of  credit,  and  as  a  Federal 
Board  member.  I  have  a  responsibility  to  see  that  the  Farm  Credit  System  ful- 
fills Its  Congressional  mandate  to  provide  that  credit. 

Section  1.1  of  the  Farm  Credit  Act  of  1971  delineates  the  important  relationship 
of  agricultural  credit  to  tbe  agricultural  community  and  the  nation.  This  Section 
states: 

"It  la  declared  to  be  the  policy  of  Congress,  recognizing  that  a  prosperous,  pro- 
ductive agriculture  is  essential  to  a  free  nation  and  recognizing  the  growing  need 
for  credit  in  rural  areas,  that  the  farmer  owned  cooperative  Farm  Credit  System 
be  designed  to  accompUsh  the  objective  of  improving  the  income  and  well-being 
of  American  farmers  and  ranchers  by  furnishing  sound,  adequate  and  construc- 
tive credit  and  closely  related  services  to  them,  their  cooperatives,  and  to  selected 
farm  related  business  necessary  for  efficient  farm  operations." 

Having  received  this  mandate  from  Congress,  Farm  Credit  institutions  have 
performed  admirably.  The  Farm  Credit  System  currently  provides  approximately 
$53  billion  of  agricultural  credit,  atwut  one-third  of  the  nation's  total  amount. 
This  success  story  results  from  the  Congressional  plan  which  Implemented  a 
System  which  has  as  its  sole  purpose  the  financing  of  agriculture. 

Although  originally  government  sponsored,  Farm  Credit  institutions  are  ex- 
pected to  operate  on  a  self-sustaining  basis.  The  methods  available  for  funding 
their  operations  are  extremeiy  limited.  The  primary  source  of  lending  funds  for 
these  institutions  is  the  sale  of  their  securities  to  the  investing  public  at  prevailing 
market  rates.  The  limited  nature  of  their  business  and  fonding  would  niake  tbem 
extremely  vulnerable  in  periods  of  high  Interest  costs  If  state  usury  laws  pro- 
hibited tliem  from  passing  on  their  costs  to  borrowers.  Their  on^  option  would 
be  to  curtail  lending  or  allow  their  financial  base  to  l>ecome  eroded.  The  first 
alternative  In  the  short  run  would  be  dlsastrons  to  farmers  t^ecauae  so  many  of 
their  credit  needs  are  not  deferrable,  and  the  second  woold  be  equally  unde- 
sirable in  the  long  run  because  the  eroded  financial  base  would  limit  the  ability 
of  these  institutions  to  service  the  ever-Increasing  future  credit  needs  of  farmers 
as  they  have  done  so  auccesfully  in  the  past 

Although  there  are  many  state  usury  laws  that  could  theoretically  affect  our 
System,  a  specific  example  of  the  adverse  Impact  of  state  usury  laws  on  Farm 
Credit  institutions  can  be  currently  found  in  the  Sixth  Farm  Credit  District 
which  Includes  the  state  of  Arkansas.  In  Arkansas  a  lender  found  to  be  in  vio- 
lation of  the  state  usury  limitation  loses  the  security  for  the  loan,  the  Interest 
for  the  loan,  and  the  principal.  The  debt  Is  voided.  This  extremely  harsti  penalty 
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bas  caused  tbe  Federal  Land  Bank  of  St.  Louis  and  the  production  credit  aaao- 
tlatlona  In  Arkansas  to  be  extremely  reluctant  to  rely  on  a  system  usury  exemp- 
tion wLicb  is  not  explicitly  stated  in  the  Act.  Because  of  tbe  risk,  tliese  Institu- 
tions have  therefore  decided  not  to  exceed  the  state  limit  even  though  they  believe 
they  are  exempt.  The  immediate  result  of  this  decision  is  that  10  of  the  14  pro- 
duction credit  asBOciatlon  in  Arkansas  are  lending  at  a  loss.  Obviously  this  cannot 
continue  indeflnitely,  and  if  money  costs  do  not  improve,  these  asBOClations  will 
have  to  either  curtail  ur  cease  their  lending,  either  of  which  would  be  to  the  detri- 
ment of  Arkansas  farmers  who  get  50  percent  of  their  operating  credit  from 
PCA. 

Tbe  Federal  Board  appreciates  the  reluctance  of  some  System  instltutiona  to 
rely  upon  an  exemption  not  stated  in  the  clearest  terms  when  local  laws  such  aa  In 
Arkansas  are  so  penal  In  nature  that  they  might  shake  the  very  flnanclal  founda- 
tions of  the  lending  organization.  It  is  in  response  to  the  fears  of  these  System 
entitles  that  the  Farm  Credit  Adminstration  and  the  Federal  Farm  Credit  Board 
has  supported  the  introduction  of  the  amendments  clarifying  the  System's  usury 
exemption.  Without  a  clear  Congressional  expression  of  the  exemption.  System 
institutions  may  be  subject  to  litigation  challenging  interest  rates  precipitated  by 
a  blgh-cost  money  market  with  sucb  litigation  bringing  a  possible  unwelcome  de- 
dsion. 

I  believe  that  such  an  exemption  is  absolutely  essential  to  the  American 
termer  and  ultimately  to  the  general  public.  System  instltutiona  may  be  tbe  pre- 
dominant source  of  agricultural  credit  during  periods  of  high  money  costs,  llie 
magnitude  of  the  credit  extended  by  this  System  makes  it  extremely  unlikely 
that  other  sources  would  be  able  or  willing  to  supplement  the  supply  of  credit  if 
Farm  Credit  institutions  were  forced  to  retrench  lending  during  such  periods. 
In  fact,  because  of  tbe  cooperaHve  nature  of  Che  system,  Its  intereat 
rates  are  often  lower  than  those  of  other  credit  sources  whose  rates  would 
amiroach  the  usury  rate  sooner  resulting  in  a  slowdown  of  their  lending  activi- 
ties. Sucb  periodic  retrenchment,  however,  would  eventually  be  necessary  by 
System  Institntlons  if  state  usury  laws  prevented  them  from  passing  on  the  hlgb 
costs  to  tbeir  borrowers.  The  curtailment  in  the  availability  of  agricultural  credit 
would  have  an  adverse  effect  on  farmer  productivity  thereby  creating  inflationary 
pressures  on  the  cost  of  food  and  fiber  to  the  consuming  public,  in  addition  to 
thwarting  tbe  purpose  of  tbe  Farm  Credit  S.vstem. 

To  summarite,  1  believe  that  in  order  for  this  System,  with  Its  limited  lending, 
operating,  and  funding  authorities,  lo  be  able  to  comply  with  the  Congressional 
mandate  to  be  a  dependable  source  of  agricultural  credit.  It  must  be  clearly 
exempt  from  slate  usury  laws.  The  System  must  not  be  in  a  position  of  circum- 
rentlng  or  violating  that  law,  but  it  also  must  not  be  forced  to  curtail  lending 
or  deplete  its  financial  reserves  which  were  built  up  through  tbe  years  due  to 
sound  and  constructive  lending  operations.  I  believe  Congress  always  Intended 
for  this  System  to  be  exempt  and  surely  an  oversight  in  drafting  tbe  1971  Act 
should  not  be  allowed  to  undermine  the  financial  foundation  of  this  credit 
System  or  its  ability  to  provide  tbe  credit  so  vitally  needed  by  tbe  American 

I  caution  that  tbe  need  to  clarify  the  System's  usury  exemption  la  not  just  a 
local  problem  Involving  one  state,  but  rather  It  Is  a  national  problem.  System 
loss  sharing  agreements  combine  all  entitles  of  the  System  into  a  nexus,  and 
an  adverse  decision  In  any  one  area  can  have  repercussions  nationally  that 
could  place  the  whole  System  in  a  precarious  position.  I.  therefore,  urge  that 
Congress  enact  these  amendments  and  thereby  remove  any  uncertainty  about 
tin  Congressional  Intent,  enalding  the  System  to  continue  Its  historical  responsi- 
bility of  being  a  dependable  and  available  source  of  credit  to  American  agricul- 
ture, in  complete  fulfillment  with  the  spirit  and  purpose  underlying  the  eatab- 
llahment  of  the  Farm  Credit  System. 

Although  I  have  stressed  the  Importance  of  one  facet  of  the  legislation,  I  wlsb 
to  reiterate  that  I  support  the  total  package  of  amendments  because  they  win 
enable  the  Farm  Credit  System  to  be  more  effective  In  serving  the  credit  needs 
of  American  agriculture.  These  amendments  do  not  ask  for  broad  autborlty, 
nor  do  they  ask  to  serve  large  new  groups  of  borrowers.  They  do  not  ask  for  any 
taxpayer's  funds.  They  merely  represent  an  attempt  to  refine  an  already  proven 
System,  one  of  which  I.  as  a  farmer  and  Federal  Board  member,  am  proud. 

I  am  grateful  for  the  opportimlty  to  have  expressed  these  views  before  this 
committee. 

Mr.  JoNEfi  of  Tennessee.  Welcome,  Mr.  Gibson,  we're  delighted  tluit 
you  coiUd  come. 
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STATEHENT  OF  JACK  GIBSON,  CHAIRMAN  OF  THE  BOARD,  FE3>- 
ERAL  LAND  BANS  ASSOCUTION  OF  SOUTHEAST  ARKANSAS, 
BERMOTT,  ARK. 

Mr.  Gibson.  TImnk  you,  Mr.  Cliairman,  Mr.  Madigan.  I  appreciate 
the  opportunity  to  express  my  views  concerning  this  legislation  to 
your  both'  today, 

I  am  Jack  Gibson  from  Boydell,  Ark.  I  am  a  farmer  and  have  been 
all  my  days.  I'm  chairman  of  the  board  of  the  local  Federal  Land  Bank 
Association.  I  was  a  director  of  the  PC  there  for  many  years,  and  now 
am  a  country  banker.  I  am  a  borrower  from  both  PCA's  and  the  Fed- 
eral land  bank,  and  so  my  views  today  here  are  sort  of  on  a  dual 
purpose. 

I  think  everyone  is  aware  of  the  role  farm  credit  organizations  play 
on  the  local  rural  scene  to  finance  agriculture.  Today  the  farmer  is 
needing  more  and  more  credit,  as  we  re  in  a  very  escalating  need  for 
money.  We're  in  a  cost-price  squeeze,  and  who  knows  what's  going  to 
happen  in  this  whirligig  world  we're  in  in  the  next  few  years. 

The  thing  that  we're  concerned  mostly  is  availability  of  money.  We 
need  it  when  we  want  it,  when  we  need  it  to  keep  this  agricultural 
economy  going. 

We're  in  a  rather  difficult  period  now,  as  all  of  you  are  aware. 
Mr.  Xaill  has  spoken  and  I  will  not  elaborate  on  the  usury  question, 
but  it  has  greatly  curtailed  the  availability  of  money  in  the  State  of 
Arkansas,  especially  on  the  local  scene. 

It  is  the  decided  opinion  among  the  people  that  borrow  money  and 
the  people  that  lend  money  that  we  do  not  love  the  high  cost  of  money 
today,  but  we'd  rather  pay  the  high  cost  than  not  get  it  when  we 
need  it. 

I  would  greatly  endorse  and  hope  that  you  gentlemen  would  con- 
sider this  bill  for  that  one  factor,  that  it  provides  the  most  stable 
source  of  ci'edit  that  we  have  on  the  ground  roots  of  financial  oppor- 
tunities in  the  rural  section. 

I'm  going  to  be  very  brief.  I'd  like  to  touch  on  two  or  three  other 
things. 

I  can  envision  the  processing  and  marketing  new  additions  to  this 
bill  as  being  very  good  to  the  farmer.  As  you  know,  for  years  the 
farmer  has  been  the  victim  of  the  marketplace.  In  order  to  survive, 
lie's  got  to  get  moie  expertise  in  marketing.  This  would  be  a  facet 
that  would  help  him  greatly. 

I  can  see  another  problem.  Today  in  rural  Arkansas  we  have  a 
great  problem  being  able  to  keep  young  people  down  on  the  farm. 
Most  young  people  are  not  able,  cannot  get  the  financing  that  they 
need  to  stay  in  business.  With  the  removal  of  the  85  percent  guar- 
anteed loan  of  the  Federal  land  banks,  with  the  cooperation  of  Gov- 
ernment agencies,  this  might  become  the  reality  that  we've  been  look- 
ing for  and  waiting  to  happen  for  a  long  time. 

Last,  and  of  great  importance  to  me  in  the  banking  business  is  that 
most  country  banks  are  so  small,  capitalized  so  small,  that  their  loan 
limit  is  not  nearly  adequate  today  to  finance  a  farmer.  Therefore,  we 
have  to  go  into  the  money  market  for  what  we  call  overlines.  We  now 
are  going  mostly  to  the  big  city  banks. 
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This  is  a  big  and  fickle  source  of  funds  for  us.  When  money  is 
plentiful,  they're  hugging  your  neck  every  day.  You  can't  answer 
the  telephone  without  it  being  them. 

All  of  a  sudden  when  we  liave  the  usury,  and  this  credit,  you  cant 
even  get  them  on  the  phone.  They're  on  the  golf  course  or  gone  to 
New  York  or  somewhere. 

So  that  puts  us  in  a  very  precarious  situation.  It's  not  an  enjoyable 
position. 

Therefore,  with  this  new  addition  to  this  bill  where  a  small  com- 
mercial agricultural  bank  can  participate  and  let  the  PCA's  buy  their 
overlines  of  credit,  to  me,  alleviates  this  problem  and  makes  a  great 
more  big  source  of  money  for  the  agricultural  producer,  which  is 
what  we  re  all  working  for. 

On  the  local  level,  our  small  community  banks  work  real  good 
with  the  Farm  Credit  System.  We're  an  admirer  of  it.  It  has  a  proven 
record.  We'd  like  to  be  able  to  participate  witli  it  more. 

Gentlemen,  I  wanted  to  be  brief,  but  I  appi-eciate  vour  indulgence 
with  me.  Those  are  my  views  and  I  heartily  endorse  all  the  concepts  of 
this  bill.  Thank  you. 

Mr.  Jones  of  Tennessee.  Tliank  you  very  nuich,  Mr.  Gibson.  With- 
out objection,  your  full  statement  will  Income  a  part  of  the  record. 

[The  statement  follows :] 

Pbepared  Statement  of  Jack  Gibson 

Mr,  Chalrmfin  nnd  uiein1«rs  of  the  Sitbcom mitten,  I  am  Jack  Olbson,  a 
farmer  and  rural  banker.  I  nm  also  chairman  of  the  Board  of  (he  Federal  Land 
Bank  Association  of  Southeast  ArkansaK,  In  UeriiiotI,  Arkansas,  and  a  member 
and  former  director  or  the  Delta  Production  Credit  Ansoclntlon.  1  nDPreclate 
this  ojiportunlty  to  present  my  views  conccrnlnK  H.R.  4782,  the  Farm  Credit 
Act  Amendments  of  1S79. 

In  niy  capaoltj-  an  director  of  a  Federal  T.and  Hank  Association  and  a  fonuer 
director  of  a  production  credit  iiKsiK-iatlon.  T  liave  lieconie  awiire  of  some  of  tbe 
facets  of  till-  Farm  Credit  Act  of  1»71  whkli  inhllilt  Farm  Credit  luHlltutlonK 
from  providing  as  comph'te  a  service  to  their  iiietiiliiTs  as  I  Iwlleve  tlie.v  should. 
When  I  step  hack  fn>m  my  role  as  dlreclor  and  view  tlie  Farm  Credit  System 
as  a  member  and  user,  1  sometimes  ask  the  ijuestlon :  What  do  1  expect  out  of 
this  cooperative  credit  system?  I  helleve  the  answer  Is  simple.  I  want  funds 
to  he  available  for  my  credit  needs  and  I  want  a  say  in  the  affairs  of  tay  asso- 
ciation. While  the  Farm  Credit  Act  of  1971  made  some  Brent  strides  In  meeting 
these  desires.  I  lielleve  there  remain  some  areas  for  Improvement.  I  wanted  to 
testify  in  behalf  of  this  leuislntlve  imcknire  hecanse  I  lielleve  this  package  will 
help  itminote  credit  availability  nnd  Ijorrower  control  nf  the  Bystem. 

I  would  first  like  to  discuKS  thos*-  iiftrts  nf  the  leKislntton  which  affect  credit 
avallahllity.  This.  I  lielleve,  is  of  paramount  importance  to  the  users  nf  the 
Farm  Credit  System.  In  today's  ec()nomy,  neither  land  nor  eriulpment  can  lie 
purchased  nor  crops  planted  and  harvested  without  tbe  use  of  credit.  Credit 
Is  one  of  the  key  tools  that  Itas  enabled  American  aicricntture  to  l>ecome  the 
most  produ<tlvp  In  the  world.  Tlie  economic  trend  in  aitrlculture  today  dictates 
that  more  and  more  capitiil  will  be  necessary  to  do  the  Job  and.  therefore, 
we  have  to  lie  certain  that  the  Farm  Credit  System  remains  a  dependable  source 
of  credit  for  both  good  times  and  bad  times. 

While  we  may  not  now  lie  In  one  of  the  bad  times,  we  are  at  least  In  a 
difficult  perliMl.  Interest  rates  are  a(  historicall.r  hliih  levels  and  seem  to  be 
contlnulnK  to  eo  hlfther.  There  Is  no  question  liut  that  thin  creates  a  hardship 
on  farmers  whose  operations  mandate  the  use  of  credit.  But,  I  believe  most 
farmers  would  say  that  although  the  high  cost  of  credit  Is  rough,  the  lack  of 
it  iB  rougher. 

In  the  present  economy,  state  usury  ceilings,  such  as  that  In  Arkansas,  have 
^realty  restricted  the  available  sources  of  credit  While  this  has  affected  all 
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forms  of  economic  actlvitf  requiring  credit.  It  is  particularly  bard  od  tbe 
agricultural  segment  of  the  communily  l>ecause  credit  is  their  ilfe'a  btood.  They 
cannot  deter  tlieir  spendiiig  uulil  times  get  better,  such  as  a  consumer  might  in 
8[iending  fur  a  new  autouiobile.  Fortunately,  tile  Federal  Laud  Baiilc  xystem 
and  producticiu  credit  assuclatiuiis  have  remained  dei>eiidable  uources  of  credit 
associatloim  have  remained  dependable  sources  of  credit  even  during  periods  of 
high  money  cost. 

Ab  cooperatives,  the  Federal  Land  Bank  system  and  production  credit  as- 
Boclatlona  have  diarged  only  that  interest  necessary  to  cover  the  cost  of  the 
funds  they  loan,  the  cost  of  operation,  provide  for  necessary  reserves  and  gen- 
erate such  earnings  necessary  to  maintain  a  strong  flnaucial  base.  This  lending 
philosophy  along  nith  the  fact  that  agricultural  credit  is  the  only  liuslness  of 
these  cooperatives  meant  that  credit  was  usually  available  to  deserving  borrow- 
ers. The  System's  exemption  from  state  usury  ceilings  meant  that  the  Land  Banks 
and  production  credit  associations  could  continue  10  lend  even  though  their  cost 
of  money  might  be  relatively  high.  However,  In  some  slates  such  as  Arkansas 
whero  the  usury  taws  are  extremely  punitive  in  nature  in  that  they  result  In 
the  loss  of  the  security,  the  interest,  and  the  principal.  Farm  Credit  institutions 
have  become  eiceedingjy  reluctant  to  loau  in  excess  of  that  state's  ceiling. 
Although  the  Farm  Credit  System  has  always  considered  its  loans  exempt  from 
state  usury  limits,  the  19il  Act  does  not  st>^'lflcally  state  this  fact. 

The  major  determinate  of  the  cost  of  money  to  Federal  Land  Banks  and 
production  credit  associations  is  the  cost  of  the  funds  obtained  by  the  sale  of 
bonds  to  the  investing  public.  During  periods  of  hlgli  money  costs,  these  bond 
rates  can  rise  snbstantiaily  resulting  In  interest  rates  to  borrowers  which 
exceed  state  usury  limitations.  Obviously  during  these  periods,  if  these  Farm 
Credit  Institutions  are  subject  to  state  usury  limitations  or  if  there  is  some 
doubt  alKiut  their  exemption.  Federal  I.aud  Banks  atid  production  credit  as- 
sociations will  have  to  curtail  their  lending  operations  to  prevent  tlie  weaken- 
ing of  their  llnuucial  poultioii  by  charging  an  Inadequate  Interest  rate.  This 
would  be  disastrous  to  the  farmers  and  to  the  American  public.  I  am  sure 
everyone  on  the  Subcommittee  is  awure  that  American  agriculture  has  to  produce 
at  full  throttle  In  order  to  provide  sufllclent  exports  to  defray  some  of  our 
balauce  of  payments  deficits  and  also  to  keep  prices  reasonable  at  the  consumer 
level.  Anything  that  would  tend  to  curtail  the  productiveness  of  the  American 
farmer,  such  as  the  reduction  In  bis  ability  to  obtain  credit,  will  give  impetus 
to  the  inflationary  pressures  on  prices.  It  is  my  belief  that  It  is  not  only  in  the 
Interest  of  the  credit  organizations  and  the  American  farmer  that  the  usury 
exemption  be  clariiled  but,  also,  that  such  clarillcatlous  are  in  the  public  interest. 

Another  important  item  of  the  legislation  which  affects  the  availability  of 
credit  is  that  part  which  would  broaden  eligibility  for  ttnancing  by  Federal  Land 
Banks  and  production  credit  associations  to  include  processing  and  marketing 
activities  directly  related  to  a  farmer's  form,  ranch,  or  aquatic  operations  and 
those  of  other  bona  flde  farmers,  ranchers,  or  aquatic  producers. 

A  key  crmslderation  in  the  processing  and  marketing  activities  of  farmers  Is 
that  sufficient  financing  be  available  to  erect  efhclent  processing  and  marketing 
facilities.  Often  the  most  efficient  facilities  would  require  an  input  of  farm 
products  In  excess  of  that  which  a  itarticulnr  farmer  can  produce.  But  the  way 
the  law  is  now.  once  the  borrower's  marketing  or  processing  facility  has  grown 
to  the  point  where  he's  handling  more  volume  from  his  neighbors  than  from  his 
own  farm,  the  operation  is  then  inellfflblc  for  I'CA  or  FLU  financing.  This  leg- 
islation would  let  District  Farm  Credit  Boards  (with  FCA  approval)  expand 
the  limits  on  financing  these  facilities  through  Federal  Land  Banks  and  produc- 
tion credit  associations  even  though  that  farmer- borrower  Is  also  providing  some 
marketing  and  processing  for  other  farmers. 

Here  aKain,  1  believe  that  the  general  public  would  beneflt  from  such  an  ex- 
pansion of  authority.  Expanding  the  scope  of  Federal  Land  Bank's  and  produc- 
tion credit  association's  service  in  financing  processing  and  marketing  activities 
should  result  in  farmers  acquiring  Itetter  processing  and  marketing  facilities 
which  In  turn,  would  allow  them  to  oi>crate  more  efficiently.  Any  lmi)roved  pro- 
ductivity should  improve  agricultural  income  but  without  the  tnfiatlonary  pres- 

As  a  rural  banker,  I  su^Kirt  the  amendment  which  would  authorize  produc- 
tion credit  associations  to  Issue  participation  certificates  to  commercial  l>anks 
and  other  lenders.  This  change  would  strengthen  the  reiatlouahlp  between  the 
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Federal  Ijind  Bank  and  production  credit  asEociatlon  with  their  local  rural 
bankK.  As  chief  execHtlve  officer  of  a  country  l>ank.  I  can  certainly  verify  this  Is 
very  Important.  The  flnuncing  of  fami  ot»erations  today  demands  snch  a  large 
output  of  capital  that  nioal  rural  banks  are  not  large  enough  to  singly  satisfy 
all  the  needs  of  the  farm  cominunitj'.  At  present,  they  have  to  sell  overllnes  of 
credit  to  the  larRer  city  banks.  This  is  a  very  fickle  source  of  money  as  their 
positions  fluctuate  with  the  avaitnblllty  of  funds.  When  there  Is  a  surplus  of 
money,  they  are  soliciting  your  farm  loans,  but  If  the  money  supply  becomes  tight. 
they  are  the  Urst  to  abandon  you.  This  is  not  a  very  fruitful  relationship  for  an 
organization  engaged  In  flnancing  farm  needs.  This  bill  would  make  it  easier  for 
rural  banks  to  participate  loans  with  their  local  production  credit  associations. 
Not  only  would  that  create  a  mure  stable  money  supply  for  agricultural  needs 
in  the  various  rural  communities,  it  lets  us  participate  with  folks  who  are  ape- 
claiized  in  farm  lending  and  knowledgeable  of  the  local  agriculture. 

Another  item  of  the  legislation  which  would  increase  the  availability  of 
credit  is  that  amendment  which  would  allow  Federal  Land  Banks  to  make 
loans  in  excess  of  85  percent  of  the  appraised  value  of  the  re«l  estate  security 
when  the  loan  Is  guaranteed  by  a  federal,  state,  or  other  governmental  agency. 
This  would  enable  Federal  Land  Banks  to  continue  to  make  credit  available 
to  young  or  new  farmers.  Presently.  Federal  I..and  Banks  meet  the  credit  needs 
of  young  and  new  farmers  with  a  coordinated  lending  program  with  Farmers 
Home  Administration  in  which  the  Federal  Land  Bank  furnishes  a  portion  of 
the  credit  need  and  Farmers  Home  Administration,  uniier  Iheir  direct  lending 
authority,  furnishes  the  remainder  of  the  credit  need.  But  Farmers  Home  Ad- 
ministration la  ttegtnning  to  place  more  emptiaNis  on  Its  guaranteed  loan  pro- 
gram wliich  requires  the  private  lender  to  finance  the  full  amount  of  the  credit 
need,  tinfortonately,  the  financing  need  of  the  new  and  young  farmer,  who  Is 
generally  in  a  low  equity  position,  generally  exceeds  the  statutory  lending  limit 
of  the  Federal  I^and  Banks. 

Young  and  new  farmers,  because  of  their  low  e(]uity  position,  need  careful 
analysis  by  a  creditor  who  understands  the  problems  such  farmers  are  eon- 
fronted  with  before  they  become  firmly  established.  The  outstanding  record  of 
Federal  Tjind  Banks  in  providing  productive  credit  to  agriculture  through  tbe 
years  is  shown  by  the  ever-increa^ng  use  of  that  cooperative  credit  system  by 
the  American  farmer.  !  helleve  that  it  la  even  more  iniitortant  for  the  new  farmer 
to  have  access  to  thia  credit  than  the  more  established  farmer. 

In  my  opinion,  the  S6  percent  lending  limitation  is  not  necessary  when  there 
Is  a  governmental  loan  guamntee,  I  know  of  no  other  lending  organization  that 
has  such  a  llmllallon  when  lonnlng  under  a  governmental  guarantee.  The  gov- 
ernmental guarantee  provides  much  of  the  same  protection  against  loss  that  the 
SS  percent  limitation  does.  In  fact,  under  the  governmental  guarantee  the  ex- 
tent of  possible  loss  Is  known  while  under  the  Judgmental  system  of  appraisal  and 
credit  analysis  practiced  In  the  Federal  Land  Bank  system,  the  extent  of  pos- 
sible loss  could  he  greater  depending  on  the  skill  of  the  loan  analyst. 

In  view  of  these  considemtlons.  I  strongly  recommend  that  the  SR  percent 
limit  he  removed  when  Federal  Lnnd  Banks  make  guaranteed  loans  so  that 
the  new  and  young  farmer  will  have  access  to  this  source  of  credit. 

The  preceding  Items  I  have  discussed  dealt  mostly  with  the  availability  <it 
funds.  I  woidd  now  like  to  dlsciis-s  an  Item  of  the  legislation  which  would  allow 
the  members  of  the  cooperative  greater  say  In  the  affairs  of  their  organization. 
This  Item  In  the  legislative  package  would  allow  Federal  I.and  Banks  and  Fed- 
eral T^nd  Bank  AsROclallon  to  pay  patronage  refunds  or  differential  dividends 
io  their  members.  I  believe  that  this  is  Important  because  It  would  allow  greater 
flexibility  In  the  operations  of  these  organlz-itions. 

A  basic  principle  In  the  cooperative  movement  is  that  surplus  earnings  of  the 
cooperative  should  be  distributed  according  to  the  members'  use  of  the  services  of 
that  eooperatlve.  Because  of  this,  cooperatives  make  a  distinction  between  returns 
on  invested  capital  as  contrasted  with  returns  based  on  a  volume  of  Imslness  done 
with  the  cooperative.  This  amendment  would  allow  Federal  I^nd  Banks  and 
Federal  T^and  Bank  Associations  to  make  this  distinction  and  thereby  pay  out  sur- 
plus earnings  back  to  members  according  to  the  Interest  which  they  paid,  thereby 
proportionally  reducing  the  post  of  that  member's  farming  operation.  This  I  be- 
lieve la  desirable  from  the  farmer's  standpoint  and  also  by  the  public  at  large. 

In  conclusion.  I  wish  to  reiterate  that  I  support  the  full  legislative  package  but 
I  have  merely  commented  on  these  few  legislative  items.  I  have  a  keen  Interest  In 
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tbe  continued  presence  of  tbe  Farm  Credit  Institutions  as  a  dependable  source  of 
credit  and  to  insure  this.  It  Is  neceSBar;  that  Congress  remove  anj  cloud  from  the 
Federal  Land  Banks  and  production  credit  associations  usury  exemption.  I  also 
believe  it  is  important  tbat  these  organizations  should  be  allowed  to  finance  tbe 
new  and  young  farmer  and  also  finance  the  production  and  marketing  facilities  of 
farmers.  I  also  support  the  patronage  refund  section  and  dlfFerentlal  dividend 
section  because  it  will  allow  greater  member  control  of  tlielr  cooperative  lending 
institntlon.  The  amendment  which  authorizes  production  credit  associations  to 
issne  participation  certificates  to  commercal  banks  and  other  lenders  is  also  very 
important  in  improving  the  availability  of  farm  credit. 

I  am  grateful  for  this  opportunity  to  express  these  views  before  this  committee. 
I  would  be  pleased  to  respond  to  any  questions. 

Mr.  Jones  of  Tennessee.  The  next  witness  is  Mr.  Felaad. 

STATEMENT  OF  ARM8TEAD  H.  FELAND  IH,  CABOT,  ARK.,  BEFBE- 
SEKTma  SOTJTHEBS  FABHEBS  ASSOCIATION  AND  FABU  CBEDIT 
BANXS  OF  ST.  LOUIS 


Mr.  Feland.  Mr.  ChairOian,  Mr,  Madigan,  I'm  Armstead  Feland. 
I'm  a  veiT  poor  farmer  of  sorts.  I  do  have  a  small  cattle  operation,  but 
I  work  for  a  farmers  cooperative,  Southern  Farmers  Association, 
headquartei-ed  in  North  Little  Rock,  and  I  tun  finishine  mv  11th  year 
serving  on  the  Sixth  District  Farm  Credit  Board  with  neaaquarters  in 
St.  Louis. 

I  am  well  aware,  as  has  been  stated,  that  these  amendments  that  have 
been  entered  in  the  form  of  House  bill  4782  have  been  battled  within 
the  system  extensively,  and  there's  been  a  lot  of  give  and  take  within 
the  system  because  there  are  petty  rivahies  here  and  there;  but  I  can 
certainly  say  that  we  support  it  as  they  are  entered  and  would  hope 
that  they  can  stay  intact,hecause  we  believe  it  is  in  the  best  interests  of 
the  farmers  they  serve.  You're  going  to  be  well  aware  that  you're  hear- 
ing a  good  bit  from  these  folks  in  Arkansas  about  usury. 

I  want  to  speak  primarily  to  section  403  and  related  sections,  and  I 
would  point  out  to  you  that  the  uniqueness  of  this,  Mr.  Naill  has  indi- 
cated, that  we  have  a  very  severe  penalty. 

While  there  are  10  other  States,  at  least,  that  have  usury  laws  that 
aifect  agriculture,  but  in  Arkansas  this  is  a  constitutional  provision. 
This  is  not  a  provision  that's  subject  to  legislative  action.  It's  been 
given  to  the  people  on  numerous  occasions,  and  so  far  the  consumers 
have  never  seen  it  pro[>er  to  want  to  change  the  usury  law.  They  seem 
to  think  it's  in  their  best  advantage.  If  it  were  left  to  the  borrowers 
of  the  farm  credit  system  for  referendum,  it  would  be  a  bit  simpler; 
but  that's  not  the  way  it's  introduced  in  the  State,  and  so  we  have  to 
suffer  with  the  outcome  of  it. 

You  are  well  aware  that  in  1967  the  Congress  did  amend  the  then- 
existing  farm  credit  laws  to  provide  for  preemption  so  that  there 
would  not  be  any  conflict  with  State  usury  Jaws.  This  is  really  all 
we're  asking  at  this  time  is  a  clarification  that  woidd  continue  this 
preemption.  It  is  supposed  in  other  States  that  it  is  still  valid. 

As  has  been  indicated,  the  best  counsel  available  to  us  in  Arkansas 
has  said  repeatedlv  that  they  do  not  think  it  wise  to  test  it  in  the 
courts.  It  would  obviously  have  to  go  all  the  way  through  the  courts. 
It  would  be  a  long  process  and  that  you  are  also  well  aware  that  when 
a  loan  gets  in  difficulty,  the  attorneys  reach  for  whatever  is  at  hand. 
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Our  constitutional  provision  is  so  strong  that  there's  no  doubt  that 
if  we  exceed  the  10-percent  limitation,  we  would  have  to  defend 
against  the  usury  law.  So  we  feel  bound  by  it.  It  is  considerable  dif- 
ficulty. It's  one  that  can  be  easily  corrected  by  reinstating  the  pre- 
emption that  was  in  the  prior  farm  credit  legislation  prior  to  the 
1971  act. 

The  sixth  district  has  over  $1  billion  outstanding  in  Arkansas. 
That's  what's  at  stake  and  that's  why  we're  so  concerned  when  we 
take  chances  with  that  law. 

The  most  recent  cost  on  farm  credit  issues,  the  9-month  issue  sold 
for  11.40;  the  6-month  issue  sold  for  11.50. 

It'a  perfectly  obvious  this  system  is  to  be  financed  .vith  the  sale  of 
bonds,  the  using  of  public  funds,  a  reasonable  cost  added  t;0  it,  and 
then  pass  it  on  to  the  user,  the  cooperative,  or  the  farmer. 

The  current  cost  of  the  PCA's  in  Arkansas  fr<Mn  the  Federal  inter- 
mediate credit  bank  is  10.29  percent.  There's  no  way  you  can  add 
anything  to  10.29  and  lend  at  10  and  do  very  well. 

They  are  steadily  losing  money.  The  bank  for  cooperatives  lends 
to  the  organization  I  work  for.  We  have  a  $23  million  loan  approved 
at  the  St.  I^uis  bank  for  cooperatives.  As  a  borrower,  we  don't  see 
that  it's  right  at  all  for  the  bank  to  pay  more  for  the  money  than  it 
lends  because  of  thiy  quirk  in  the  law.  We  think  it's  an  ill-advised  sit- 
uation and  one  that  could  be  quite  harmful  to  our  credit  source.  It's 
obvious  that  each  time  we  have  a  cycle,  and  money  costs  and  rates  go 
a  little  bit  Iiigher  and  last  a  little  longer. 

This  one  is  doing  great  harm  to  our  lending  institutions  in  the  dis- 
trict. Again  I  realize  it's  a  bit  odd  for  one  State  to  plead  so  desper- 
ately for  something  in  national  legislation,  but  we  think  it's  rather 
unique. 

All  we're  asking  is  that  the  preemption  be  put  back  in  the  law  that 
was  in  it  before  the  1071  act  so  there  can  be  no  doubt  and  so  we  dcm't 
have  to  be  at  risk  with  our  funds  wlien  we  ilo  go  out  lending. 

There  are  two  other  things  I  would  sjieak  to  very  briefly.  One  of 
them  is  co-op  eligibility. 

This  is  not  a  big  problem  in  Arkansas  and  I  don't  think  things 
would  change  too  much.  It  has  been  a  source  of  con<.'ern  for  the  bank 
for  cooperatives  in  St.  Ixiuis, 

Since  I  have  served  on  the  board,  they  have  had  applications  fnMn 
generating  and  transmission,  electric  cooperatives  that  would  like  to 
borrow  construction  money  witJi  the  assurance  that  they  had  their 
own  REA  or  co-op  bank  financing  when  constniction  was  completed. 
They  could  not  meet  the  present  eligibility  requirements. 

We  recently  have  had  an  application  in  Arkansas  from  a  rural  elec- 
tric and  we're  now  cliallenging  them  to  be  sure  that  they  could  meet 
the  eligibility  requirement. 

There  is  a  territorial  taw  in  Arkansas  that  says  in  effect  that  a  rural 
electric  has  to  serve  all  uwers  in  its  assigned  territory,  and  that  a  pri- 
vately owned  utility  serves  all  in  its  territory. 

The  State  is  more  or  less  divided  up.  This  means  that  as  we  have 
more  and  more  people  moving  to  suburban  areas  and  moving  oot 
around  the  small  towns,  more  and  more  nonfarmers  are  serv^  by  the 
rural  electrics.  It  does  pose  a  problem  for  those  in  terms  of  meeting 
the  present  qualification. 
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I  don't  see  it  having  any  application  at  all  to  purchasing  and  mar- 
keting cooperatives,  but  it  does  have  an  application  in  our  district  to 
the  rural  electrics. 

The  other  item  that  I  would  now  like  to  speak  to  briefly  is  the  ques- 
tion of  the  export  financing  aspects  of  these  amendments. 

As  a  manager  of  a  borrowing  cooperative  from  the  St,  Louis  bank, 
I  can  tell  you  that  more  important  than  money  has  been  the  counsel 
and  assistance  to  the  board  and  management  through  the  years. 

Our  organization  would  not  have  survived  back  in  tlie  1950's  had  it 
not  been  for  the  literal  handholding  and  constant  assistance  they  re- 
ceived from  tihe  St.  Louis  Bank  for  Cooperatives. 

If  these  banks  are  given  this  authority  to  work  with  the  total  financ- 
ing needs  of  the  cooperatives,  frankly,  tliey  can  prevent  disaster  in 
many  cases  that  otherwise  might  happen. 

Now,  it's  maybe  not  the  role  that's  assumed  by  Congress  when  they 
established  the  bank  of  cooperatives,  but  I'm  telling  you  as  a  bor- 
rower and  a  board  member  that  1  have  seen  quite  a  few  farmer  coopera- 
tives saved  by  the  wise  counsel  of  the  bank  of  cooperatives. 

It's  very  difficult  to  exercise  that  same  degree  or  counsel  and  super- 
vision with  split  lines  of  credit;  and,  also,  if  we  can  center  in  the  bank 
for  Cooperatives  systems  the  development  and  the  qualification  to  assist 
in  this  role,  many  small  cooperatives  that  would  not  otherwise  have 
access  to  the  expertise  will  have  access  to  it  through  their  bank  for 
cooperatives  and  can  be  involved  in  exports  they  could  not  otherwise 
be. 

So  I  don't  think  there's  any  doubt  that  it  is  a  unique  need.  I  don't  see 
it  as  involving  the  bank  is  much  different  except  following  its  loans 
wherever  they  need  to  go  and  assisting  the  borrowing  cooperatives  and 
being  sure  that  what  they  do  is  done  on  a  sound  basis  for  the  best  inter- 
est of  the  borrowers  and  the  mistakes  aren't  made  that  might  otherwise 
be  made, 

I  thank  you,  gentlemen. 

Mr.  .Tones  of  Tennessee,  Thank  you  very  much,  Mr.  Feland.  We  do 
appreciate  your  time  and  your  statement.  I  assure  you  that  the  com- 
mittee will  give  it  serious  consideration, 

[The  prepared  statement  of  Mr.  Feland.  with  attachments,  follows :] 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  Armatead  M.  Feland 
III,  of  Cabot,  ArkADsaB,  Executive  Vice  President  and  Oeneral  Manager  of 
Southern  Farmers  Association  of  North  little  Rock,  Arkansas.  I  am  also  a 
member  of  the  board  of  directors  of  the  Farm  Credit  Banks  of  St  Louis  whlcb 
Herve  the  tliree-statE  district  of  Arkansas,  Missouri,  and  IIllDols.  As  part  of  the 
$50  billion  Farm  Credit  System  we  provide  over  one-third  of  the  total  agrtcul- 
tural  credit  in  tlie  territory  we  serve  and  have  been  the  leading  lender  for  many 
years.  I  appreciate  this  opportunity  to  present  the  views  of  the  Southern  Farm- 
ers Association  and  to  t>e  one  of  the  memt>er8  of  tiie  Farm  Credit  Board  of  St. 
Louis  to  speak  on  its  behalf  and,  thus,  on  behalf  of  The  Federal  Land  Bank  of 
St.  Louis,  the  Federal  Intermediate  Credit  Bank  of  St.  Lonls,  and  the  St.  Louts 
Bank  for  Cooperatives.  In  so  doing,  I  hope  to  be  speaking  on  behalf  of  farmers, 
who  are  tlie  sole  reason  for  the  existence  of  the  Farm  Credit  System. 

First,  I  want  to  state  In  the  most  emphatic  way  that  Southern  Farmea  Asso- 
ciation and  the  sixth  (St.  Louis)  Farm  Credit  District  fully  support  all  of  the 
proposed  amendments  to  the  Farm  Credit  Act  of  1»T1  as  written.  I  wIU,  how- 
ever, address  most  deflniUvely  those  proposals  (or  sections,  If  you  will)  with 
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Ived  or  otherwise  In  u  iiosltlon  to 
Ik  dpliuerationa. 
Interest  rate  dariflratinn 

The  thrust  of  Sections  403  nnd  related  sections  of  II.R.  4782  1r  to  remove 
any  iTossilile  ilonbt  nliout  the  fni-t  the  lonns  inflile  under  the  Farm  Crwllt  Art  of 
1071  are  not  niihject  to  any  limitations  Imposed  liy  Rtnle!i  on  the  rnte  of  interest 
which  may  l>e  charged  horrower/memiiers  by  Banks  for  Coojieratlves,  |>ro(luctlon 
credit  aHsoclattons.  iin<1  Federal  I^ml  Banktt  through  the  federal  land  liank 
DNSoclatlonK.  Wblle  the  legal  aspects  are  technical.  I  have  lived  rather  clofiel; 
with  this  problem  for  the  jwst  10  years  or  so  and  feel  reasonably  comfortable 
with  my  knowledge  of  the  snliject,  although  distinctly  nn comfortable  with  the 
Fiubject  matter  Itself. 

From  the  beglimlng,  loans  made  hy  units  of  the  Farm  Credit  Syeteni  have 
been  considered  to  t>e  exempt  from  the  provisions  of  stale  "usury"  laws,  and 
the  courts  have  conslslently  so  held  In  the  few  reporteil  cases  decided  at  dilferent 
times  nnder  dlfTerent  {irovlsIonK  of  state  and  federal  law.  The  problem  arises 
from  the  fact  that,  in  adopting  the  Farm  Credit  Act  of  1071  which  updated  and 
consolidated  all  prior  Farm  Credit  legislation,  the  Congresis  Inadvertently  omitted 
any  reference  to  the  System  exemption.  By  and  laree,  the  System  has  felt  ho 
confident  of  its  continued  exempt  Ktnlus  that  It  has  continued  to  lend  In  reliance 
on  its  congresHlonal  mandate  without  regard  to  state  law,  except  In  unusual 
circumstances  such  as  that  which  exists  in  my  own  state  of  Arkansas,  and  with 
respect  to  wliich  the  bulk  of  my  testimony  will  be  addressed. 

Arkansas  has  an  "all  or  nothinf-"  constitutional  provision  In  which  the 
lender  loses  everything— Ijoth  principal  and  interest— it  he  goes  over  the  10 
percent  limitation  by  even  Hie  smallest  fraction.  The  Farm  Credit  System  has 
almost  Sl.l  billion  at  risk  in  Arkansas  and  has  elected  to  hold  the  line  at  10 
percent,  with  one  exception  now  In  litigntlon.  For  all  units  concerned.  The  Fe<l- 
eral  Land  Bank  of  St.  I>ouis.  tlie  production  credit  associations  in  Arkansas,  and 
the  St.  Louis  Bank  for  Cooperatives,  the  present  cost  of  the  major  source  of  loan 
funda  (investor  funds  olitalned  through  the  sale  of  Consolidated  Federal  Farm 
Credit  Bank  bonds)  far  exceeds  the  rates  of  interest  l>eing  charged  in  the  state 
of  Arkansas:  October  bond  issues  cost  11.4  percent  for  the  D-month  maturity; 
ll.B  percent  for  the  6-month  maturity. 

Apart  from  their  own  limited  capital,  the  Arkansas  PCAs'  only  lawful  source 
of  loan  funds  is  the  FICB  of  St.  I.ouls  whieti  sets  its  interest  rate  based  on  Its 
average  cost  of  lionds  outstanding  for  the  month.  Except  for  one  month,  the  cost 
of  those  lionds  ban  exceeded  lO  percent  throuKhont  ll»7fl.  For  October  of  1979 
that  cost  Is  10.29  percent  to  the  ITAs.  Tlie  message  is  clear  and  slnijiip:  the 
Arkansas  PCAs.  to  varying  degrees,  are  cither  in  n  loss  position  or  will  be  very 
shortly  with  no  relief  in  sight.  They  will  wion  have  lo  decide  whether  to  gamble 
on  the  System  exemption  or  go  out  of  business,  in  wlilch  case  they  will  not  be 
able  to  perform  the  function  for  which  rongress  created  them. 

The  situation  for  The  Federal  Ijtnd  Bank  of  St.  Louis  is  similar,  although  the 
problem  has  l)een  slower  In  developing  because  tlie  "delivery  cost"  on  long-term 
real  estate  loans  is  Rulistanlially  less  ihnn  In  the  case  of  the  high  activity,  high 
service  requirements  of  production  type  financing.  The  Federal  I>and  Bank  of 
St.  Tjouis  has  gone  t"  a  fl^i  percent  rate  (except  for  so-called  "blended"  loans) 
and  with  other  charges  which  might  be  hi'ld  to  lie  "interest"  under  Arkansas 
law.  It  can  go  no  higher.  However,  the  current  cost  of  new  money  Is  now  the  same 
for  all  elements  of  tiie  Farm  Credit  System.  It  is  only  the  net  worth  account, 
the  lower  coat  of  some  longer-term  liontls,  and  the  lower  loan  service  costs  which 
have  spared  The  Federal  iJind  Bank  until  recently.  The  situation  will  become 
rapidly  more  critical  at  present  money  costs. 

Now  let  me  speak  as  the  chief  executive  officer  of  a  liorrower  from  the  St.  Louis 
Bank  for  Cooperative.-!.  Ah  a  niemiicr  of  the  lioard  of  directors  of  that  bank  I  am 
quite  familiar  with  tlieir  own  financial  data  and  know  that  with  their  present 
cost  of  new  money  they  cannot  continue  to  lend  at  10  percent  Indefinitely. 

As  a  result  of  the  uncertainty  over  the  System  nsury  exemption,  the  lending 
rates  of  the  St.  I/iuis  I«'  have  lieen  locked  at  lO^r  since  January-  of  1879 — the 
lowest  of  any  BC  In  the  nation,  iRecent  yearn'  liond  iirlccs.  BC  Interest  rates, 
and  tlie  impact  of  the  current  ''scineeze"  are  refle<-ted  in  the  graphs  attached.) 
With  S9Wi269,4S8JS7  in  loans  outstanding  at  the  end  of  August,  the  overall 
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average  rate  on  loanit  was  9,866  percent  with  an  average  total  debt  rate  of 
U.TIU  perceut  whith  li^aves  a  margin  of  only  .16  jterceiit.  With  operating  cost 
aniuuntlug  to  an  average  of  .^0  peic-ent,  we're  fortunate  tliat  our  BC  management 
iias  liud  the  (oresiglit  lo  build  iCn  own  net  wurtb  tu  a  level  that  permits  tbe  bank 
to  weutlier  a  period  at  tbls  son.  But  it's  not  a  sound  mode  of  operation  that 
Hhoutd  not  and  cannot  be  jiermitted  tu  continue. 

As  lit  August  31,  Ihe  St.  LouIk  ilanli  for  Cooperatives  had  almost  $148  miUlou 
loaned  to  Nt  co-ops  In  Arkansas.  Tbat  is  a  volume  of  money  tbat  could  not  be 
found  elsewhere  iu  Arkansas  today.  Soutbern  Farmers  Association,  that  I  repre- 
sent here  today,  is  currently  using  a  $:f;t  million  line  of  credit  from  the  St.  Louis 
BC. 

As  a  borrower  representative,  1  want  the  Bank  for  Cooperatives  to  be  able  to 
charge  whatever  rale  Is  necessary  for  it  to  remain  a  viable  lending  organization 
able  to  till  llie  credit  needs  of  tlie  i^outhern  Karmers  Association  and  other  co- 
operatives. 

Id  our  case,  we're  tallclng  about  providing  seed,  chemicals,  fertilizer,  petroleum, 
feed,  and  o.iier  farm  sU|iplles  to  laruiers,  at  cn.-it,  thruugli  the  cooper.itive  way 
of  doing  business.  It's  the  same  principle  as  far  an  the  Banks  for  Cooperatives 
is  concerned — supplying  money  at  co»t — not  below  cost.  That  can't  be  done  over 
any  period  uf  time.  We  liave  no  government  capital  In  the  Farm  Credit  ijystem, 
lend  no  public  lundH.  and  liave  no  government  guarantors.  We  have  no  deposit 
accounts.  Tbe  only  practical  source  of  funds  is  through  the  sale  of  consolidated 
yarm  Credit  System  bonds  and  tbat  reflects  the  cost  of  money  In  general. 

The  Southern  farmers  Association  serves  farmers,  many  of  whom  are  PCA 
and  Federal  Laud  Banic  borrowers.  SFA,  which  hud  annual  sales  of  $141.6  mllllou 
In  tlie  past  nscal  year,  needs  Kami  Credit  System  money  to  operate  and  go  do 
tbe  farmers  niio  buy  our  supplies  and  for  whom  we  exist.  A  sound  and  con- 
tinuing source  of  credit  is  imperative.  We  know  Congress  intended  we  should 
have  It  regardless  of  Slate  law.  We  ask  tbe  Congress  to  make  ita  Intent  more 
clear  through  these  provisions  of  H.R.  4782. 
Cooperative  eligibility 

In  urging  your  favoral)le  support  of  H.R.  4782  there  is  another  provision  of  the 
bill  to  which  I  would  like  to  call  your  attentlco.  Section  305  provides  for  reducing 
tbe  percentage  of  voting  control  of  a  cooperative  whlcli  must  be  In  tbe  hands  of 
farmers  from  tbe  present  80  percent  (70  percent  In  the  i-ase  of  rural  electric  co- 
operatives) to  60  percent  for  a  cooperative  to  be  eligible  to  borrow  from  a  Bank 
for  Cooperatives. 

The  Farm  Credit  Act  of  1971  maintained  tbe  basic  requirements  for  coopera- 
tive eligibility  which  were  contained  tn  the  Agricultural  Marketing  Act  including 
the  80  percent  limitation.  In  1975  Congress  reduced  the  amount  of  voting  control 
In  the  case  of  public  utility  cooperatives  to  70  percent.  This  reduction  has  pro- 
vided beueHt.  but  if  H.H.  47S2  Is  passed,  more  cooperatives  would  become  eligible 
for  Bank  for  Cooperative  financing.  By  lowering  the  reiiuli*nient  to  60  percent, 
Banks  for  Cooperatives  will  be  able  to  more  fully  seri'e  the  credit  needs  of  rural 
America  without  abandoning  the  principle  of  farmer  control  of  eUgible  coopera- 

Particular  beneflt  would  be  realized  by  tbe  rural  utility  cooperatives  because 
they  are  not  usually  In  a  position  (o  exclude  from  membership  any  nonfarmers  in 
the  areas  which  tbey  serve.  They  are  generally  required  to  provide  service  to  all 
users,  whether  they  be  farmers  or  town  residents  in  arena  we  would  all  consider 
rural  America.  Because  of  this  regulatory  requirement  over  which  they  have 
no  conlroi,  they  are,  in  essence,  penalized  to  the  extent  that  by  having  to  serve 
nonhrmers  they  are  effectively  prohibited  from  using  the  services  of  the  Banks 
for  Cooperatives  If  tbe  service  to  nonfarmers  pushes  them  below  the  70  percent 
requirement.  Similar  benefit,  would  act-rue  to  strictly  agricultural  cooperatives 
whose  percentage  of  farmer  control  does  not  meet  the  present  requirement  but 
which  are  nonetheless  substantially  controlled  by  their  farmer  members. 
Export  financing 

Although  Southern  Farmers  Association,  of  which  I  am  chief  executive  officer 
s  not  involved  in  marketing  farm  products.  I  have  followed  the  marketing  prob- 
lems of  farmers  rather  closely  for  the  past  20  years  or  so  In  several  different 
capacities  including  that  of  being  Chairman  of^the  B™^  of  Dlr  ™tora  of  The 
National  Council  of  Farmer  Cooperatives  and  tbe  American  Institute  of  Coopera- 
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tlon.  I  bave  alBO  been  on  tbe  board  of  directors  of  Agricultural  Cooperative  De- 
veloiunent  International  and  a  member  of  otlier  organizatloDS  in  which  foreign 
marliets  for  farmer  products  was  and  is  a  subject  of  major  concern. 

The  tm|>ortiinceof  exiiorts  toour  nation  froni  th«  standpoint  of  balance  of  trade 
1b  so  well  recognized  and  documented  that  no  useful  imrpose  would  be  aerved  by 
repetition  here.  What  may  not  be  so  well  understood  is  the  importance  of  exports 
to  the  state  uf  Arkansas,  wlilch  accounts  for  3S,3  percent  of  the  rice,  7,2  percent 
of  the  cotton,  and  5.T  percent  of  the  sof  l>eans  produced  In  the  United  States.  Na- 
tionally, 73  i>ertent  of  our  rice,  55  percent  of  our  soyl>eans,  and  39  percent  of  our 
cotton  Is  exported.  A  very  high  percentage  of  Arliansas  production  Is  marketed 
through  cooperative  channels,  as  contrasted  with  many  other  states. 

Farmers  want  to  Increase  their  share  of  the  export  market,  market  through 
cooperative  channels,  and  have  their  own  Banlc  for  Cooperatives  play  a  more 
direct  role  by  being  able  to  participate  In  international  financial  transactions. 
Banlc.s  for  Cooiierutives  do  not  presently  have  that  authority.  Without  that  au- 
thority the  BCs  are  precluded  from  the  opportunity  of  financing  much  of  their 
own  member  cooperatives'  exiHjrt  transactions. 

Southern  Farmers  Association  and  I  have  had  a  long  and  healthy  relationship 
with  the  Banks  for  Cooperatives.  They  have  been  more  than  just  a  lender  to  us. 
They  have  Iteen  an  advisor  and  counselor  in  times  of  need.  They  have  come  to  our 
aid  l)ecauKe  of  their  knowledge  of  our  business  and  its  objectives.  This  same 
counseling  role  should  l)e  available  to  exporting  cooperatives  by  their  primary 
lender  to  h^p  them  manage  their  risks  lietter.  The  Banks  for  Cooperatives  have 
the  resources  and  expertise  to  develop  sound  programs  to  offer  conunercial  ex- 
porting services  whicli  would  include  the  use  of  present  insurance,  guarantee,  and 
Information  programs  provided  hy  the  U.S.  Export-Import  Bank,  PCIA,  private 
insurors,  international  commercial  banks,  and  others  who  have  appropriate  roles 
in  export  transactions. 

My  belief  Is  that  a  real  need  exiM.s  and  that  the  passage  of  H.R.  4782  will  pro- 
vide the  authority  to  meet  that  nee<l.  As  a  Farm  Credit  District  Director,  I 
pledge  my  best  efforts  to  cause  that  authority  to  be  utilized  in  a  sound  and  sea- 
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Mr.  Jones  of  Tennessee.  Mr.  Gist,  you  are  next 
Mr.  Gist.  I  have  submitted  for  the  record  copies  of  my  statement, 
and  gentlemen,  I'll  be  very  brief. 

8IATEHENT  OF  THOMAS  H.  aiST,  nt.,  FARMER,  UABIANHA,  ARE., 
MEMBER,  BOARS  OF  DIRECTORS,  SIXTH  FARM  CREDIT  DISTRICT 

Mr.  Gist.  Mr.  Chairman,  Congressman,  I'm  Tom  Gist,  Jr.,  from 
Marianna,  Ark.,  in  Le©  County,  which  is  some  50  miles  southwest  of 
here.  I'm  on  a  family  farm  with  rice,  cotton,  soybeans,  and  a  few  cows. 
I'm  elected  chairman  of  the  board  of  the  Sixth  District  of  Farm 
Credit  Banks,  which  today  serves  Arkansas,  Missouri,  and  Illinois. 

I'm  here  today  to  urge  passage  as  introduced  of  House  bill  4782.  My 
two  subjects  will  be  somewhat  repetitious,  but  I  hope  not  too  much, 
concerning  the  clarification  of  State  interest  rate  limitations ;  and,  two, 
export  financing  of  banks  for  co-ops. 

Today  in  Arkansas  we  have  14  PCA's,  9  of  which  are  losing  money 
on  loans.  At  August  31  end  of  this  year,  $578,000  was  ^own  on  tha 
records  as  loss,  with  an  anticipated  loss  by  yearend  of  over  $1  million. 

As  previously  stated  by  my  colleagues,  the  cost  of  money  is  above 
our  lending  limit. 

The  Federal  Land  Buik  Association  of  St.  Louis  which  operates 
in  my  State  is  at  the  present  rate  of  9%,  which  is  our  highest  rate  in 
history  that  we've  ever  chai^;ed.  Given  a  1-perccnt  closing  fee  puts  us 
at  the  maximum. 

Our  bank  for  cooperatives  which  operates  in  the  three  States,  and 
especially  in  Arkansas,  at  10  percent  today  is  the  lowest  rat©  in  the 
United  States  of  all  12  districts. 

Gentlemen,  as  chairman  of  the  board,  I  feel  responsible  to  keep 
credit  our  only  business,  that  Congress  has  mandated  us  to  keep  money 
available  to  the  producers  of  this  great  Nation.  We  have  a  limiting 
charter.  We  have  a  special  purpose,  and  to  maintain  this  purpose  on 
a  self-sustaining  baMs. 

Briefly,  my  other  comments  will  be  concerning  co-op  financing. 

You  are  well  aware  of  the  recent  grain  sales  to  Russia  and  some  of 
the  major  countries  throughout  the  world,  and  the  farmers  are  very 
much  aware  of  these  prices  and  these  sales,  and  they  want  to  become 
more  active  in  exporting  their  own  products. 

The  bottom  Ime  is  more  income  to  the  farmer.  With  this  co-op 
arranging  expertise,  it  will  also  funnel  smaller  co-ops,  not  only  the 
multinational  companies,  but  smaller  co-ops  to  their  export  end. 

What  we're  asking  for  is  iust  what  the  commercial  banks  have  for 
today.  We  want  no  more.  We  want  to  ask  just  what  they're  doing. 

Gentlemen,  in  closing,  the  farmers  own  this  system.  I'm  elected  by 
farmers.  I  represent  Biceland  Foods  and  Southern  Farmers  and  other 
responsibilities,  and  we  have  a  responsibilitv  to  serve  these  people. 

I'm  just  a  farmer.  I'm  not  an  international  banker  and  these  author- 
ities are  quite  technical.  So  we  have  people  later  today  that  we  hope 
will  be  able  to  answer  your  questions  concerning  the  technical  aspects. 

Further,  I  also  know  that  the  cooperatives  need  this  as  a  primary 
lender,  the  Bulks  for  Cooperatives  to  assist  them  in  these  export 
markets. 
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As  a  farmer  and  as  a  member  and  director  of  several  of  these,  I  urge 
you  to  act  favorably  on  H.R.  4782. 

Again,  I  thank  you  for  your  appearance. 

Mr.  Jones  of  'I'ennessee.  Thank  you  very  much,  Mr.  Gist.  We  will 
consider  the  tilings  tliat  arc  incorporated  in  your  testimony. 

[The  prepared  statement  of  Mr.  Gist  follows :] 


Gentlemen,  mjr  name  is  Thomas  II.  Gist.  Jr.  1  am  a  farmer  and  my  home  1b  at 
MarlanuB,  Arkansas.  In  addition  to  m;  priniar;  occupation  of  farming,  I  am  a 
member  of  the  board  Of  directors  of  several  agricultural  cooiterstives,  Includine 
the  Board  of  Ulrecturs  of  the  Sixth  Farm  Credit  District,  of  which  I  am  cur- 
rently serTlng  as  ChalrmaD. 

I  am  here  before  you  today  to  urge  your  support  In  passage  of  H.R.  4782,  which 
contains  amendments  (o  the  Karm  Credit  Act  of  I&Tl.  In  particular,  I  n-onld 
call  your  attention  to  ijection  403  of  the  bill  whlcb  relatea  to  the  preemption  of 
Btnre  interest  rate  llmUatloiis.  and  Sections  301  and  304  which  relate  to  expanded 
authority  for  the  banks  fur  cooperatives  to  provide  export  financing  serrlces. 
The  costs  associated  with  the  land,  seed,  fertilizer,  machinery  and  labor  that 
go  into  farming  today  are  very  substantial.  Without  a  reliable  source  Of  credit, 
the  whole  structure  of  United  states  agriculture  including  the  family  farm  and 
farmer  cooperatives  tvouLd  topple.  The  effect  c)u  our  nation's  economy  generaliy 
and  on  farmers  particularly  would  be  disastrous. 

Approximately  one-third  of  all  agricultural  credit  in  the  United  States  Is  pro- 
vided by  the  Institutions  of  the  B'arui  Credit  KyHtem,  which  is  the  primary  pro- 
vider of  the  reliable  source  of  credit  that  keeps  our  agriculture  producing  at  Its 
present  level.  The  continued  exlKlcuce  of  these  Iiistltutions  was  made  posslhle  by 
the  Farm  Credit  Act  of  1»71.  I'm  proud  that  last  year  In  our  Slith  District  alone 
our  Farm  Credit  Banks  and  the  associations  they  supervise,  loaned  more  than  |S 
billion  to  farmers  In  Illinois,  Missouri,  and  Arlcansas  and  their  cooperatives.  Our 
hanks  did  that  in  1978  and  In  the  prior  years  because  they  were  able  to  pay  the 
market  rate  (or  money  on  Wall  Street  and  lend  It  at  a  rate  that  not  only  covered 
the  cost  but  paid  the  "freight"  and  allowefl  for  reserves  on  earnings  they  need  to 
remain  In  business  as  strong  flnancial  Institutions.  But  our  district  and  the 
System  need  Section  403  of  the  Mil  If  we  are  to  continue  that  lending  in  1970  and 

Section  403  of  H.R.  4782  provides  language  tiiat  would  remove  all  doidit  that 
the  rates  charged  by  these  Institutions  are  not  .lubject  to  Interest  rate  limitationi 
Imposed  by  any  Slate.  Where  state  interest  rate  limitations  interfere  with  the 
ability  of  Farm  Credit  institutions  to  charge  a  rate  of  interest  on  loans  which  It 
sufficient  to  keep  the  Institutions  o|)eratlng  on  a  self-sustaining  basis,  the  reliable 
source  of  credit  that  fanners  and  cooperatives  need  Is  Jeopardiied.  The  need  fof 
agricultural  credit  which  the  Farm  Credit  inNtitulions  were  chartered  by  Congresa 
to  supply  would  go  unsfltisfled.  It  Is  Imperittlve  That  the  clarification  lie  made, 
I>nrtl<-ularly  in  my  home  state  of  Arkan.-sas.  where  the  i>eat  legal  tnlents  available 
have  advised  these  Institutions  that  the  cfltistitutlonnlly  imponed  limit  of  100  per- 
cent must  lie  compiled  with.  Yet,  if  the  currpnl  high  cost  of  monev  cannot  l>e  re- 
flected in  the  rate  charged  In  my  Ntate  by  Farm  Credit  institutions,  then  they 
cannot  continue  to  serve  the  needs  of  farmers  and  cooperatives  there. 

I've  generally  looked  on  usury  rates  as  n  good  thing  to  prevent  loan  sharking, 
price  gouging,  and  building  of  unreasonable  protltH  to  lenders  at  debtors'  ex- 
pense. But  those  justlflcatlons  just  don't  ap|>ly  to  Farm  Credit  institutions — and 
(I  think)  were  never  intended  to.  These  bunks  and  associations  are  ll»  percent 
borrower  owned  coojieratlves  with  lonri  rates  set  by  farmer  iKiards  of  dlrertnis 
within  FCA  regulnttonH  and  approvals.  I  can't  imagine  farmer/liorrowers  gonglng 
themselves  with  high  Interest  rates.  In  any  ease,  tJie  profits  thev'd  earn  would 
only  go  to  strengthen  their  own  organization  or  be  returned  to  the  borrowers  In 
the  form  of  patronage  refunds. 

Application  of  state  usury  laws  to  the  POA.  FLBs,  and  BCs  would  serve  no 
purpose  and  could  only  prohibit  their  serving  the  very  purpose  for  which  they 
were  created:  to  provide  a  dependable  source  of  credit  to  farmers  and  their  co- 
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As  Chairman  of  the  Board  ot  tbe  Sixth  District  Farm  Credit  Banks,  I  feel 
&  heaTy  responsibility  for  their  ultimate  auccess  or  failure  In  providing  an  on- 
going souris  uf  agricultural  credit  In  our  three  states. 

louder  current  conditions,  it  is  qulclcly  becoming  impossible  for  those  Instl- 
tutiuus  to  continue  in  busluess  in  uif  home  state.  With  the  cost  of  funds  well 
above  tbeir  lU  iierceut  loan  rate,  9  Arkansas  FCAs  reported  year-to-date  losses 
un  lendiug  operations  totaling  almost  t^Tb.OUO  as  of  August  bl.  At  10  percent, 
the  St.  Lxiuls  Bank  for  Cooperatives  Is  charging  (he  lowest  rate  of  any  BC  in 
the  country  with  a  margin  above  average  debt  cost  that  wouldn't  pay  operating 
costs.  The  St.  Louis  Federal  Land  Bank  Is  lending  long-term  credit  at  U.76  per- 
cent—its highest  rate  in  history.  With  a  1  iiercent  loan  fee  they  can  go  no  higher 
and  remain  under  10  percent.  These  institutions  cannat  lend  money  at  a  loss 
for  any  sustained  period.  If  the?  must  cease  operations  because  of  continuing 
losses,  thea  tbelr  Congressional  objective  of  providing  a  dependable  credit  source 
cannot  be  attained  and  they  are  put  out  of  tlie  only  business  which  their  limited 
purpose  charters  permit.  We  ask  that  you  act  favorably  on  H.B.  4782  to  clarify 
the  preemption  un  state  interest  rate  limitations  c-ontnined  in  the  Farm  Credit 
Act  of  1SI71  in  order  that  the  institutions  of  the  System  can  accomplish  their 
reason  for  being. 

I  would  also  like  to  call  your  attention  to  provisions  of  the  bill  relating  to 
expanded  export  thiancing  services  offered  by  banks  for  cooperatives.  I  liare 
been  privileged  to  serve  as  a  member  of  the  board  Of  directors  of  several  agri- 
cultural cooperatives.  I  am  presently  a  member  of  the  board  of  Riceland  Foods, 
Inc.,  a  major  cooperative  exporter  of  rice. 

The  history  of  cooperatives  in  the  United  States  is  one  of  the  real  success 
stories  of  our  times.  Tbe  ability  ot  farmers  to  work  together  to  provide  for 
their  own  needs  in  tbe  areas  of  fanu  supplies  and  the  marketing  ot  farm  prod- 
ucts, and  tbe  flnanctng  of  their  own  credit  needs  is  one  of  the  major  reasons  for 
tbe  success  ot  our  family  farms.  The  ability  of  farmer  cooperatives  to  fulfill 
the  necessary  functions  in  the  channels  of  supply  and  dlatributiofi  has  given  the 
family  farmer  a  voice  In  the  marketplace. 

However,  this  success  story  has  not  extended  to  the  ultimate  user  in  the  dis- 
tribution channel  for  farm  products.  AtMut  40  percent  of  the  total  U.S.  agricul- 
tural production  moves  into  export  markets  and  a  very  large  percentage  of  these 
exports  is  controlled  by  a  few  private  international  traders.  Cooperatives  control 
only  a  small  i>erceiitage  of  such  products. 

Farmers,  through  their  cooperatives,  need  to  play  a  larger  role  in  promoting 
and  facilitating  farm  exports.  This  Interest  stems  not  only  from  the  obvious  im- 
portance of  farm  products  to  the  U.S.  balance  ot  trade,  but  also  because  of  the 
importance  of  exports  to  farm  prices  and  farm  income.  Through  increased  ex- 
ports, substantial  economic  benefits  can  accrue  for  our  agricultural  economy 
without  massive  or  costly  government  programs. 

Farmers  l>elieve  that  they  can  become  more  active  direct  exportera  and  are 
directing  their  cooperative  management  to  become  more  active  in  selling  and 
shipping  to  foreign  buyers.  They  also  believe  that  it  would  be  in  their  best 
Interests  if  tlieir  cooperatives  handled  more  than  the  0  or  10  percent  of  the  U.S. 
grain  in  international  trade  that  cooperatives  presently  handle.  There  is  a  recog- 
nition that  cooperatives  may  hold  the  potential  for  exjianding  our  total  farm 
markets  In  other  countries.  Jlany  major  foreign  cooperatives  have  expressed 
interest  in  establishing  eooperatlve-to-cooperatlve  trade  relations.  Their  reasons 
tor  such  interest  are  the  quality  of  products  supplied  by  cooperatives  and  the 
integrity  ot  cooperatives  as  business  organizations. 

In  order  to  accomplish  these  ends,  we  In  cooperatives  are  calling  on  our  pri- 
mary lender,  the  banks  for  cooperatives,  to  provide  international  financial  serv- 
ices which  •vill  expedite  our  cooperative  sales  abroad.  However,  when  the  Farm 
Credit  Act  was  written  in  1971,  the  tremendous  importance  ot  farm  exports  and 
the  key  role  of  cooperatives  In  marketing  our  agricultural  products  were  not 
contemplated.  It  is  now  necessary  that  the  authorities  granted  to  banks  for 
cooperatives  in  the  Farm  Credit  Act  of  1971  be  expended. 

H.R.  14&5  provides  amendments  to  the  Act  which  would  give  the  banks  for 
cooperatives  expanded  authorities  to  serve  the  needs  of  cooperatives  which  desire 
to  engage  in  the  export  ot  farm  products.  Specifically  It  would  allow  banks  for 
cooperatives  to  make  deposits  in  foreign  banks;  to  receive  and  hold  credit  bal- 
ances from  banks  and  borrowers ;  to  buy  and  sell  bankers  acceptances,  the  pur- 
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ctiDRe  of  time  drafts  payable  by  foreign  buyers  of  agricultural  products,  and  other 
iDGtrumeots  arising  in  the  ordinary  course  of  IjusineKS  to  engage  iti  currency 
escliange  to  make  loans  to  iiartiett  aftiliated  with  cooperatives  wbere  there  will  be 
substantial  benefit  to  member  cooperatives ;  and  to  participate  in  the  ownership  of 
foreign  agencies  and  institutions  for  the  |>ur]>ose  of  facilitatlDg  the  gathering 
of  credit  information  and  iierforuung  linancial  services  related  to  Inteniatlonal 
transactions. 

Now  I  am  Just  a  farmer  from  Marinnna.  Arkansas,  not  an  international  banker 
and  these  authorities  are  i|uite  technical ;  but  I  do  know  all  of  these  authorities 
are  absolutely  necessary  if  banks  for  cooperatives  are  to  provide  the  basic  serr- 
lees  required  by  my  cooperatives  involved  in  international  transactions.  Further, 
I  also  know  that  cooimrativps  need  their  primary  lender — the  banks  for  coopera- 
tives— to  assist  them  in  eximndlng  export  utarkets  and  in  managinir  risks  In  that 
market. 

As  a  farmer  and  as  a  member  and  director  of  several  cooperatives,  I  urge  that 
you  act  favorably  on  H.R.  1485  for  the  benefit  of  all  of  us.  Thank  you. 

Mr,  JoN'F.s  of  Tennessee  Let  mo  say  while  Mr.  Lawhon  is  coming  to 
the  podium  that  Congiessmaii  Alexander  was  hefe  yesterday  and  he 
gave  testimony  in  regard  to  the  Farm  Credit  Act,  as  well  as  conserva- 
tion. 

Mr.  Lawhon,  welcome, 

STATEMENT  OF  J.  N,  LAVTHON,  FARHEB  AND  BTTSIHESSHAir, 
UcCBORT,  ARE.,  REFBESEKTINa  CACHE  RIVER  PRODTJCTIOH 
CREDIT  ASSOCIATION,  SIXTH  DISTRICT,  FARM  CREDIT  SYSTEM 

Mr,  Lawhon.  Mr.  Chairman,  I  am  J.  N,  Lawhon,  a  small  business- 
man and  farmer  from  McCrory,  Ark,,  and  I'm  here  representing  the 
Cache  River  Production  Credit  Association. 

I  appreciate  the  opportunity  to  present  my  views  concerning  this 
Farm  Credit  Act  Amendment  of  1979,  because  I  am  a  small  busmess- 
man  dealing  entirely  with  farmers.  I've  been  serving  the  farm  commu- 
nity since  1959  in  a  fajin  supply  operation.  During  these  years  our 
profits  have  been  plowed  back  into  the  business  and  we  have  been  able 
to  serve  the  farmers  better  as  we  have  done  this. 

As  we  have  grown,  our  financial  needs  have  also  grown.  We  were 
dealing  with  the  local  banks  at  the  beginning,  and  as  our  needs  grew, 
the  local  banks  were  unable  to  finance  us  unless  we  go  through  ware- 
housing people  to  secure  our  operation,  and  this  added  an  extra  3  per- 
cent operation  cost  to  the  cost  of  our  money.  This  also  created  a  prob- 
lem for  us  in  operating  the  business  in  which  we  were  operating,  on 
account  of  movement  of  seed  when  it  neede<l  to  be  moved. 

I  began  financing  with  the  Cache  River  Production  Credit  in  about 
1970,  and  during  these  past  years  thev  have  been  very  helpful  in 
saving  me  money,  on  the  interest  especially,  that  we  have  been  able 
to  operate  with  their  system  of  in-and-out  liorrowing  that  has  cut  our 
interest  considerably. 

We  fin<l  this,  of  course,  very  helpful  because  we're  able  to  serve  the 
farmer  at  a  much  more  competitive  price  as  we're  able  to  hold  our 
own  costs  down. 

I  don't  know  how  familiar  you  are  with  the  cost  of  farming  opera- 
tions, but  they  are  certainly  going  up  and  up.  Our  little  operation  con- 
sists of  apptx)ximately  350,000  bushels  of  seed  which  we  glean  and 
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process  eacli  year,  and  this  is  all  grown  locaHy  by  the  local  fanners, 
for  which  they  receive  30  to  50  cents  a  bushel  premium  for  these  seeds. 

ily  Fi-odiiction  Ci-eilit  Association  has  been  able  to  take  care  of  our 
needs  up  till  this  time,  but  due  to  certain  limitations,  we  face  a  short- 
age of  operating  capital  for  this  year  and  next  yoar  that  unles.«  we  are 
able  to  get  it  through  this  amendment  to  this  act,  we  will  certainly  be 
forced  to  curtail  our  operations  to  a  certain  degree. 

The  reason  for  this  is  that  the  cost  of  grain  and  the  cost  of  ferti- 
lizers and  these  types  of  things  have  increased  in  price,  and  as  a 
farmer  I'm  certainly  not  kicking  about  the  increase  in  the  price  of 
grain  that  we  have;  but  when  you  start  increasing  the  price  of  fertil- 
izer by  30  to  50  percent,  then  we  know  that  this  also  is  going  to  hurt 
the  farmer. 

It's  going  to  take  more  capital.  It's  going  to  take  more  capital  for 
uie  as  a  supplier  to  be  able  to  have  the  prixluct  when  he  nee(^  it.  So 
without  additional  money,  it  will  force  us  to  cut  back. 

I  think  my  Production  Credit  Association  knows  my  needs  much 
better  than  the  other  ending  agencies  that  I've  dealt  with,  because 
they  stay  in  close  contact  ivitli  me.  It  may  be  for  several  reasons.  They 
may  want  to  see  what  I'm  doing  with  their  money,  but  they  do  visit 
lis  regularly  and  keep  up  with  our  operations,  and  this  gives  us  a 
service  that  we  liaven't  had  from  the  local  banks. 

I  have  most  of  my  farm  machinery  insured  with  PCA,  and  I  just 
want  to  say  this  about  the  insurance  part  of  it.  I  insured  it  mainly 
just  to  save  money.  I'm  a  businessman  and  I  like  to  save  money,  and 
when  I  can  save  money  on  my  premium,  I  was  interested  in  it,  and 
especially  in  the  service  they  gave  me. 

Two,  it  makes  sense  to  me  as  a  person  to  do  business  with  an  organi- 
zation which  I  own  a  part  of.  So  I  think  that's  important. 

So  the  passage  of  the  Farm  Credit  Act  Amendment  of  1979  is  of 
great  importance  to  me  as  a  supplier  of  inputs  to  the  farmer,  and  I 
think  it  is  important  to  the  local  farmer  who  depends  upon  me  for 
these  inputs,  because  I'm  not  that  large  an  operator,  but  I  do  know 
that  if  we're  curtailed,  there  are  going  to  be  a  certain  number  of 
farmers  that  are  going  to  be  curtailed,  and  will  not  be  able  to  get 
the  things  they  need. 

I  have  here  with  me,  Mr.  Chairman,  a  list  of  257  names  of  farmers 
that  agree  with  me  on  the  statements  that  I've  made  and  on  a  petition 
which  we  have  circulated,  and  they  have  signed  to  support  my  testi- 
mony and  to  urge  the  passage  of  this  Act. 

I  want  to  thank  you  for  letting  me  express  my  views  to  you,  and  we 
certainly  urge  you  to  do  all  in  your  power  to  present  this. 

Mr.  .Tones  of  Tennessee.  Thank  you,  Mr.  Lawhon.  The  names  of  the 
supporters  of  the  bill  will  be  made  a  part  of  the  subcommittee  file. 

[The  material  submitted  by  Mr.  I^awhon  is  held  in  the  subcommittee 
file.] 

Mr.  Madigan.  Mr.  Neal  Gillen  from  the  American  Cotton  Shippers. 

Mr.  (tIlij^n.  Thank  you,  Mr.  Chairman.  I'm  Neal  Gillen.  I'm  general 
counsel  of  the  American  Cotton  Shippers  Association.  We  have  two 
witnesses  this  morning,  Mr.  Peter  Hirschfeld  of  Dallas,  and  Mr.  Earle 
Billings  of  Memphis. 
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STATEUENT  OF  FETES  HISSCHFELD,  DALLAS,  TEX.,  SECOND  VICE 
PRESIDENT  AND  CHAISHAN,  COUHITTEE  OH  FOBEIOR  ATFAIBS, 
AHEBICAN  COTTON  SHIPPERS  ASSOCIATION,  ACCOMPANIED  BT 
NEAL  F.  GILLEN,  WASHINQTON,  D.C.,  QENERAL  COUNSEL 

Mr.  HiRsciiFELi>.  Ml-.  Chairman  and  Mr.  Madigan,  I  am  Peter 
Hirschfeld  of  Dallas,  Tex,,  second  vice  president  of  the  American 
Cotton  Shippers  Association  and  chairman  of  the  Foreign  Affairs 
Committee.  Appearing  with  me  today  are  Mr,  Karle  Billings  of  Mem- 
phis, our  executive  vice  president,  and  Mr.  Neal  Gillen  of  Washing- 
ton, D.C-,  our  vice  pi-esident  and  general  coiinsel.  I  appear  today  to 
express  our  views  regarding  H.R.  4782,  amendments  to  the  Farm 
Credit  Act  of  19T1. 

The  American  Cotton  Shippers  Association  was  founded  in  l&24r  and 
is  basically  comprised  of  merchants,  shippers,  and  exiwrters  of  raw 
cotton  who  are  members  of  5  federated  associations  located  in  16  States 
throughout  the  Cotton  Belt:  The  Arkansas-Missouri  Cotton  Trade 
AssociHtion,  the  Atlantic  Cotton  Association,  Southern  Cotton  Associ- 
ation, Texas  Cotton  Association,  and  the  Western  Cotton  Shippers 
Association. 

The  525  members  of  the  American  Cotton  Shippers  Association 
handle  over  80  percent  of  the  dome-stic  cotton  crop  and  90  percent  of 
the  export  market  for  cotton.  Two  of  the  three  major  cotton  co-ops 
who  are  exporting  cotton  are  also  members  of  our  association.  The 
association  takes  an  active  part  in  promoting  the  increased  use  of 
cotton  in  the  United  States  and  througiiout  the  world. 

It  establishes  with  other  trade  groups  national  and  international 
standards  for  trade.  It  collaborates  with  producers  throughout  the 
Cotton  Belt  in  formulating  farm  programs;  and  it  cooperates  with 
Government  agencies  in  the  administration  of  sucli  programs. 

Cotton  merchants  have  a  dual  function  of  buying  and  selling  cotton, 
including  the  as.sumption  of  the  time,  quality,  and  price  risks.  The 
merchants  purchase  and  assemble  millions  of  individual  bales  of  cotton 
offered  for  sale  by  approximatelv  100.000  fanners  producing  cotton  in 
16  States  across  the  Cotton  Belt. " 

Over  18  varieties  of  American  cotton  are  produced  in  several  hun- 
dred combinations  of  quality  and  staple  lengths,  which  is  due  to  the 
various  types  of  seed,  soil,  weather  conditions,  and  harvesting  prac- 
tices. The  merchant  classes  each  bale  of  cotton  to  the  quality  factors 
and  as.semble.s  the  cotton  of  the  same  grade,  staple  length,  color,  and 
character  into  even-running  lots  in  warehouses  at  various  locations  in 
the  different  States. 

Cotton  is  sold  to  textile  mills  in  spinners'  markets  in  even-running 
lots  at  various  times  and  deliver>'  is  made  to  locations  designated  \^ 
the  various  textile  mills. 

The  merchant  also  performs  the  function  of  storing  and  concentrat- 
ing cotton  and  tlie  financing  of  surplus  spot  cotton,  including  the 
excess  ginnings  over  consumption  during  the  major  harvest  months. 
Over  the  years  the  independent  and  cooperative  segments  of  the  cotton 
industrv  have  laboi-ed  to  improve  the  foreign  markets  for  American 
cotton.  "These  united  efforts  have  resulted  in  a  number  of  improvements 
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in  the  export  credit  programs  available  through  the  U.S.  Department 
of  Agriculture,  in  particular  the  programs  administered  by  the  Com- 
modity Credit  Corporation, 

We  continue  to  endorse  all  of  the  traditional  methods  of  making 
credit  available  to  agricultural  producers  and  we  recognize  the  need 
for  improvement. 

The  private  banking  community  and  the  farm  credit  system  has  a,n 
outstanding  record  of  administering  to  the  important  needs  of  this 
most  productive  segment  of  our  economy,  the  American  farmer. 

Recognizing  the  need  for  improved  credit  facilities,  we  do  not  sup- 
port that  part  of  H.R.  4782  which  creates  a  special  export  system  for 
the  exclusive  use  of  farm  cooperatives. 

Export  credit  programs  must  be  available  to  the  entire  U.S.  export 
community  and  not  be  the  exclusive  province  of  a  particular  segment 
of  the  farm  economy  which  already  enjoys  significant  advantages  over 
the  private  sector. 

There  is  no  need  for  a  special  banking  system  available  only  to 
cooperatives. 

What  is  needed  is  an  improved  and  expanded  agricultural  export 
credit  progi-am,  such  as  that  discussed  on  September  18  by  Dr.  Kelly 
Harrison,  Director,  Office  of  General  Sales  Manager,  USDA,  to  the 
Agriculture  Subcommittee  of  the  President's  Export  Council. 

Dr.  Harrison  observed  that  fluctuating  CCC  export  credit  levels  in 
the  USDA  budget  may  have  hurt  the  program,  because  CCC  outlays 
for  commodity  support  programs  increase  in  years  when  commodity 
prices  are  low,  and  tnus  CCC  export  funds  shrink  proportionately. 

Dr.  Harrison  told  the  subcommittee  that  the  USDA  was  discussing  a 
proposal  that  would  remove  export  credit  from  the  CCC  lunbrella  and 
create  a  self-sustaining  fund. 

We  endorse  such  a  self-sustaining  fund  and  support  the  recom- 
mendation of  the  Subcommittee  on  Agriculture  of  the  President's 
Export  Council  that : 

In  recent  years  certain  anomalies  of  tbe  funding  process  and  other  general 
budget  considerations  bav«  resulted  In  wide  fluctuations  in  CCC  export  credit 
prc>graiii  funding  levels  and  seriouslj'  bave  reduced  its  effectivenesa  as  a  market 
development  tool. 

The  fiscal  year  1979  program  has  been  cut  in  half  to  $800  miUIoD  for  fiscal  year 
1980. 

The  subcommittee  recommends  that  funding  for  the  fiscal  year  1080  CCC  pro- 
gram be  increased  to  take  advantage  of  current  export  opportunities. 

As  a  longer  term  solution  to  this  problem,  the  subcommittee  recommends  that 
the  executive  and  legislative  branches  consider  the  establishment  of  a  resolving 
exi>ort  credit  capital  fund. 

We  recommend  that  the  subcommittee  delete  the  export  proposals 
of  H.R.  4782  and  consider  instead  a  substantial  expansion  of  the  exist- 
ing and  proven  credit  programs  efficiently  and  effectively  managed  by 
the  Commodity'  Ci"edit  Corporation. 

Now,  Mr.  Chairman,  Congressman  Madman,  I  have  ]ust  returned 
last  week  from  a  long  business  trip  to  the  Far  East  where  our  major 
cotton  markets  are  these  days. 

I  came  this  morning  from  Dallas  to  give  this  testimony,  but  I  have 
to  return  on  a  noon  fli^t  to  my  office  today. 

I  can  answer  questions  regarding  the  availability  of  export  credit  or 
the  service  of  our  commercial  banks,  if  you  have  time  now.  Otherwise, 
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Mr.  Earl  Billings  is  available  all  day  today  to  answer  your  questions 
later. 

At  the  close  of  my  testimony,  Mr.  Earl  Billings  would  like  to  present 
another  short  statement. 

Mr.  Madioan.  Mr.  Hirschfeid,  we  thank  you  for  coming  up  from 
Dallas.  I  don't  think  it  will  be  necessary  to  go  into  the  question  and 
answer  period  now,  because  I'm  sure  that  you  and  the  other  people  who 
have  testified  here  will  have  another  opportunity  to  testify  before  the 
subcommittee  at  hearing  in  Washington,  which  will  occur  later;  but 
we  would  be  happy  at  this  point  to  hear  from  Mr.  Billings. 

STATEHENT  OF  EASL  H.  BILLINGS,  EXECUTIVE  VICE  PBESIDEST 
Am)  SECRETAKT  OF  THE  AMERICAH  COTTOH  8HIFFEB8 
ASSOCIATION 

Mr.  BiLUNOs.  Mr.  Chairman,  my  name  is  Earl  Billings,  and  I'm  ex- 
ecutive vice  president  and  secretary  of  the  American  Cotton  Shippers 
Association,  and  I  live  in  Memphis,  Tenn. 

Mr.  Chairman,  the  hearing  record  regrettably  contains  the  following; 
statement,  and  I  quote : 

If  tbere  Is  opposition  to  the  Bnnks  for  Cooperatlres  entering  the  Held  of  In- 
ternational financing  of  agricultural  commodities,  it  is  likely  to  be  by  International 
tr^idiug  Urms.  The;  will  likely  base  their  oiij>OKltlon  on  the  basis  that  tMs  would 
cruate  a  source  of  credit  to  which  they  would  be  denied  access, 

I  would  refresli  your  memory  that  many  international  trading  Arms  are  not 
even  domestic  corporations  and  that  they  have  a  multitude  of  connections  tbat 
give  access  to  foreign  trade  that  are  not  available  to  farm  cooperatiree. 

For  the  purpose  of  providing  an  accurate  record,  we  wish  to  provide 
the  subcommittee  with  a  copy  of  the  "U.S.  Cotton  Handbook,  1979," 
which  is  published  by  the  National  Cotton  Council,  which  contains 
the  names  of  all  157  U.S.  domiciled  cotton  exporting  firms  and  their 
affiliated  companies. 

To  our  knowledge,  only  nine  of  the  U.S.  domiciled  firms  have  any 
connection  with  a  foreign-based  company. 

We  believe  that  all  of  the  foreign-owned  firms  combined  do  not 
even  approach  the  export  volume  of  any  of  the  U.S.  cotton  marketing 
co^eratives. 

The  record  should  also  reflect  that  the  majority  of  U.S.  exporting 
firms  fall  within  the  category  of  small  businessmen. 

Thank  you  veir  much. 

Mr.  MAmoAN.  Thnnk  you.  Mr,  Billings. 

[The  handbook  refeired  to  is  held  in  the  subcommittee  file.] 

Mr.  Maoioan.  Our  next  witness  is  Earl  Bullington. 

[The  prepared  statement  of  Mr.  Bullington  follows:] 
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Sta cement  of 

Earl    Bullingta 

on   behalf  of   t 

Caruthersvlllc  Production  Credit  Ass 


president  of  the  Caruthersvi i ia  Production  Credit  Association,  Caruthersvi I le, 
nissouri,  serving  Pemiscot  and  Dunklin  counties;  this  area  being  just  across 
the  river  from  Dversburg,  Tennessee,  and  Just  north  of  BIytheville.  Arkansas. 
I  appreciate  this  opportunity  to  present  the  Caruthersvi I le  PCA's  views  con- 
cerning HR  Bill  4782  -  the  Farm  Credit  Act  Amendment  of  1979- 

We  have  followed  closely  Che  progress  of  this  bill  and  support  [he  bill 
because  we  believe  it  is  a  good  piece  of  legislation  for  the  fanner.  Parts 

offer  financial  services  t^iat  wi  1!  facilitate  international  trade. 

In  the  interest  of  time,  I  would  like  to  address  the  rest  of  my  remarks 
e  most  serious  Issue  that  has  been  raised  by  the  independent  insurance 
igents,  Farm  Bureau  and  others  as  to  the  basic  right  of  Che  Farm  Credit  System 

.urance  industry  to  add  an  amendment  to  this  bill  Chat  will  prohibit  the 
m  Credit  System  from  offering  insurance  services  Co  its  members. 

I  have  been  with  the  Caruthersvli le  PCA  since  19S3.  We  were  offering 
idit  life  insurance  then  and  still  are  today.   Ue  have  been  writing  crop 
I  insurance  since  I5169.  When  the  collateral  insurance  program  was  approved, 
asked  to  be  a  pilot  association  and  have  been  offering  collateral  insurance 
,ce  1976. 

No  one  in  this  room  is  more  familiar  than  I  am  with  Che  various  charges 
le  by  independent  agents  and  Farm  Bureau  concerning  our  collateral  Insurance 


J  to  outline  the  charges  that  have  been  made  and  then 
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I  •■  going  to  «niwer  thete  chi 
I .   PCA»  i: 


luff 


of  Insuranca  p«op1«  toddy  t 


3.  PCAs  are   government  agencies  and  they  are  Infringing  or 

li.  PCA  employees  aren't  properly  trained  and,  therefore,  a 

S.  PCA  enployces  get  paid  far  telling  Insurance. 

G.  The  1971  law  allows  PCAs  to  write  collateral  Insurance 


business  since  I97G.  As  a  natter  of  fact.  Our  asfOclatlon  \ 
collateral  Insurance  policy  iKucd  In  the  Sixth  Fans  Credit 
now  have  approximately  2ltX  of  our  member*  covered  under  the 
surance  program  and,  during  the  31  yei 
10  years  we  have  been  in  the  crop  ha 


1  In 


change  their  farm 


Act  of  1971  prohib 


2£  years  <ra  h» 

'Owers.  We  have  had  many  of  t 
igents  told  them.  If  they  were  1 
business  to  PCA,  they  had  better  flm 
The    Insurance   agents   know   the   Tarm  Ci 
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strued  »t   coarclon.  Anoth 
large  pare  of  th*  Ini 


to  b«  aid*  If  that  autoaobTles  ara 
and,  although  m  iHy  flnanca  than,  ' 


lacofld  charge  is  that  thar*  Is  no  need  for  PCA  to  b«  In  the  bu*i- 
inty  of  Insurarce  agant*  around.  I  wi  1 1  agrM  that 
Is  out  thara  to  handle  the  bustneis  but  our  record* 
t  of  then  are  doing  a  very  poor  Job  of  servicing 
IS.   I  an  submitting  material  to  back  up  this 
[Exhibit  I)  In  the  first  full  year  of  the  collateral  Insurance 
:he  district  Mintalnad  racords  of  the  covar- 
vlduals  had  versus  the  new  coverages  written  by  PCA.  These 
-1  had  leii  than  half  the  necessary  coverege 
d  policies.   I  am  submitting  additional  inFonution  fron  our 
ises  of  Inefficiency,  or  nayba  professional 
ncompetenca ,  on  cha  part  of  local  Insurance  agents.  (Exhibit  2)  One  agent 
sd  a  PCA  member  covered  with  a  $250,000  blanket  Machinery  policy  and,  when 
e  asked  us  to  look  at  hti  bustnats,  we  found  that  he  needed  £££2,000  cowar- 
ge  to  have  his  machinery  properly  Insured.  Nany  of  the  farmers  who  have 
ritten  thctr  coverage  under  our  progran  say  they  haven't  seen  their  agent* 
or  at  least  three  years  and.  In  one  case.  It  had  been  five  years.  There's 
a  >My  a  farmer's  business  can  b*  properly  serviced  with  a  visit  once  every 


The  third  charge  I  mentioned  Is  that  we  are  a  government  agency.  ThI* 
is  the  farthest  thing  from  the  truth,  as  you  all  well  know.  Ye*,  we  iMre 
chartered  by  federal  law  to  do  business  but  the  Carutherswille  Production 
Credit  Association  paid  off  the  last  govermcnt  capital  in  1955  and,  this 
past  year,  we  paid  nearly  $J|0,000  in  state  and  federal  Incone  taxes. 
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Th*  fourth  chargs  ii  that  PCA  Miployaai  aran't  proparly  iratnad,  Alt 
the  men  in  our  aiiocUtion  arc  properly  licensed  and  paiiad  ttM  lana  itata 
insurance  test  that  any  Htssourl  insurance  agent  |>assas.  We  are  panalttad, 
by  law,  to  sell  only  farm  collateral  Insurance.  We  are  nore  qualified  to 
determine  the  insurance  needs  of  the  fanner  than  nost  agents  in  the  business 

We  have  been  charged  with  getting  connisslons  for  selling  Insurance. 
This  mould  b«  the  fastest  way  a  PCA  amployea  could  lose  his  Job.  The  ragu- 
latlons  prohibit  PCA  employees  from  raceivlng  any  type  of  conalsston,  favor 
or  reward  for  sailing  Insurance.  Iniuranea  I*  just  an  additional  Mrvic« 
we  offer  -  like  farm  records  or  our  machinery  leasing  program. 

It's  difficult  for  me  to  understand  their  reasoning.  Some  of  our  loans  are 
unsecured  and,  although  we  have  no  security  interest,  tha  repayment  of  the  . 

by  insurance,  ftacantly,  ahen  talking  with  one  of  our  Benbert  about  his  In- 
surance needs,  we  found  that  he  had  over  a  half  dozan  different  policies 
with  as  many  different  maturity  dates.  In  this  confusion,  we  found  that  his 
fara  machinery  policy  had  been  aKplred  for  several  oonths.  If  PCAs  were 
■  1  lowed  to  write  Insuranca  on  only  tha  particular  itan  being  financed,  h* 
would  Just  add  to  this  confusion. 

Fara  Bureau,  Mho  Is  supposed  to  be  the  farmer's  friend,  has  bean  tha 
leader  In  our  state  In  trying  to  stop  PCAs  from  offering  Insurance  to  its 
■Miubers.  They  have  charged  that  it  isn't  right  for  a  lending  agency  to 
offer  Insurance.  They  do,  however,  feel  that  it's  all  right  for  an  Insur- 
ance agency  to  offer  credit.  As  a  matter  of  fact,  I  am  suUalttlng  copies 
of  the  Hissouri  Fara  Bureau's  annual  meeting  notices,  announcing  eight 
diffarani  Farm  Bureau  organizations,  ranging  froa  tha  nlssourl  Fara  Bureau 


D,g,t,..=  b:,  Google 


F inane*  Conixny  to  th« 
difficult  for  » 
froB  telling  tiras  [o  flnan 
anc«  to  only  their  borrowin 


t  Farm  Bureau  Herchandislng  Company.  It'i 
hoH  an  oraanlzatlon  that'!  doing  avarything 
I  can  can  complain  about  PCAs  offarlng  in*ur- 


I  Mwld  lika  to  anphatiia  the  point  h«re  that  Farm  Suraau,  at  wall  ai 
the  other  insurance  eoiv*'i'**>  *^*   accesi  to  lOOt  of  tl>*  total  Iniuranca 
Market.  By  law,  fCAc  era  United  to  only  [hot*  Mat>eri  who  have  a  loan. 
Let  ma   give  you  tone  exact  figures  ai  to  what  that  ntans  in  tlw  Caruthari- 
vMIe  PCA.  U*  presently  have  820  oenbers.   aated  on  the  last  census  for 
Pemiscot  and  Dunklin  counties  [the  area  we  serve),  there  are  approHiaataly 
IS, 000  families.   If  our  association  got  to  writ*  every  neober  vm   finance, 
<M  MHild  itlll  be  talking  about  no  more  than  SX  of  the  Iniurence  Market. 
This  is  not  St  of  the  total  laarkal  because  you  need  to  keep  In  mind  that  wa 
cannot  insure  automobllas.  Bated  on  our  other  Inturane*  prograss,  the  most 
■•  can  hop*  for  I*  around  SOt  of  the  ■— tirship  so  we're  talking  about  last 
than  )t  of  th«  Insurance  Market.  PCAt  are  not  the  Insurance  (Hn's  conpetl- 
'Icted  to  this  imbII  portion  of  the  market. 
of  who  benefits  from  coapetllton.  We've  been  in 
islneis  only  three  years  and  w*  can  already  sea 
'  Job.   They  areiMking  nore  frequent  visits  and 
les.  This  is  as  It  should  be.  Regardless  of  who 
It  the  fanser  to  be  properly  served. 
',  such  as  Insurance  and  Machinery  leasing,  not 

over  half  of  our  operating  expanses  ware  paid 


other  agents  doing  a  bet 
updating  the  Insurance  Vi 
writes  the  business,  we  i 
The  program*  we  of 
only  generate  additional 
people  better.  Last  yea 
with  incoMa  froM  these  c 
refund  a  part  of  the  Int 
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Any  •■ 


probably  aora  ragulatad  than  tha  potl 

All   tha  fanart   In  our  araa   (not 
frOB  ovr  antry   Into   tha   Ini 

agents  hat   luprovad  and  ■■' 

rata*.     Tha  rarmar   1(   tha  MnaflcUry   In  aach  can. 

Today.   I  hava  outllnwi  ny  argmanit  and  iKCad  oy  rMMnt  why  I   ihl 
tha  Far*  Cradit   Syttaa  thould   rataln   iti  »ra«ant  authority  to  offar  credl 
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NOTICE  OF  ANNUAL  MEETING 

llie  ISUi  AnoMl  Meeting  at  the  slockholden  of  Miuoirl  AgrJeultio'a] 
Marketing  AuociiUm,  Inc.,  will  be  held  it  TBn-T*r-A  Lodge.  Oiage  Beech. 
Miuouri.  ■(  1-30  p.m.,  Monday.  December  4,  19T8,  to  Uke  xctiOD  on  the 
toUowing  msllers: 

I.  ReporU  of  Ofdeeri  ind  Commilteet. 

3.  Eleciion  0f  Dincton. 

a.  All  other  buitnen  u  m«y  properly  come  before  the  meeting  or  any 
receued  leuion  thereoF. 

Dated  Ihli  IM  day  of  November,  isn  r  ' 

LoweU  Hohler,  Secretary 

E>3Scussiori  Meet 
For  Young  Farmrters 

Durlnl  the  IW*  Mlanxirl  Fann  " —    '-    '" 

Bureau     Annual     Meeting,      ■  - 

DUctniion  Meet  will  be  held  for        

Young  Farmer   partldpinta.   The  Thtt  conteat  la  open  to  both  men 

topic  of  tMa  ywr'a  meet  will  be  andmmenwhomuilbeege  ITloM 
Farm    Bureau'i   role    In    Enerty     -  bielualve  aa  of  January  7. 
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Mr.  Madioan.  Let  me  ask  you  one  question  very  quickly. 

You  mentioned  that  your  PCA  paid  $40,000  in  Federal  and  State 
tajces.  Because  you  are  organized,  chartered,  under  the  Farm  Credit 
Act,  do  you  not  enjoy  some  Federal  tax  advantages  that  do  not  accrue 
to  private  insurance  wents  1 

Mr.  BuuJNOTON.  None  whatsoever. 

Mr.  Madioan.  You  have  the  same  tax  liability  as  they  would  have! 

Mr.  BuLLiNOTON.  Yea,  sir. 

Mr.  Madioan.  Thank  you  veiy  much. 

[The  following  oorrespondence  was  submitted :] 
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Congrwinan  JwMi  and  othar  Motwr*  of  ttaa  ocad.tt««,  i 
DaPrlait.  I'n  ■  cotton,  BoybMn  uod  iilwat  f  -  --  - 
llTlnS  MU-  St*al«,  Ko. 

nd  t«  tbla  ocadttM  about  uttMv 

I  bagan  fandng  In  1962  on  a  part-tin*  baala  vbll«  I  eontlmwd  to  toad)  oobool. 
Hj  first  loan  uai  aado  uitli  th*  CaruUiersvUla  ProdOOtlai  Ct»dlt  Aaaoelatlon 
in  Fobruiry  of  1962.  I  now  farm  full  tina  and  hara  bo«i  borroving  froni  PCA 
«v«r  (Inoe  that  (2.000  loan  In  1962  I  hiva  bad  a  long-t«ni  real  aitat*  loan 
vlth  tha  Podsral  land  Bank.  I  aay  all  thli  to  alivly  lot  you  Vnw  tiat,  fnm 
flrit-hand  «oq>arlanca,  I'm  faalllar  vlth  tho  Fan  Cr«dlt  S]r*t«K  and  tbo  •arrle* 
th-ay  provlds, 

I'a  faidllar  vlth  B.S.  Bill  i(78Z  and  vant  t«  Totoa  V  aivport  for  tho  bill. 
I  think  it  vlll  panlt  ths  Fan  Crwdit  Syataa  to  bottor  aorvo  Uw  aaaboM  and 
It  dootn't  ooft  tha  taxpafor  a  ponnr. 

It  la  my  ondoratandlng  that  tha  Fam  Bar*au  and  Indopondaot  Inanrmo*  afonta 
ar«  tiTlns  to  um  thia  bill  aa  a  vana  to  forbid  th*  Fan  Crodlt  Syataa  trtm 
oontlnolns  to  offar  Inaorano*  aarvlooi  to  Ita  aMbara. 

Tbla  la  a  right  th*  Fam  Cr*dit  Syataa  alraidjr  baa  and  ^r  PCA  baa  b*«a  doing  • 
VU7  good  }oh  In  proridlng  th*  aarrlo*.     If  It  had  not  b*an  for  th*  PCA  orop 
hail  Inanranoa  progran,  en  Jnn*  12,  1977i  I  vonld  bava  b*an  wlpod  oat  by  a 
hallataia,     Aa  it  tornMl  eat,  ay  orop*  war*  ad*qa*t*ly  oem«d  and,  irtth  th* 
$29,000.00  t  ooUaotad  fMa  th*  InauraBO*  aa^tttj,  I  waa  abl*  to  pay  wy  orop 

PCA  la  •  Mrrloa  oitaniaatlon  and,  irtMn  I  WFito  wf  Inturano*  OOVM-ag*',  I  fMl 
that  th*  folks  at  Kk  ar«  helping  ■*  aak*  d*oialona  that  ar*  neoaaaaiy  for  a 
•naoaaarnl  faradng  oparatlon.     An  liqwrtant  sIiMnt  of  *ocinlrln«  Inanrano* 
throngb  V  PC*  !■  tha  opportunity  to  ba  rvproaaetwl  by  a  whir  of  iqr  orginl- 
•atlon  Mban  a  olaln  ij  being  adjuatod.     FarMra  aboold  not  b*  d«i\l«d  tb* 


a  again  tat  th*  opportunl^  to  apoak  «Bt  for  v  FCA. 


lUbart  D*Prl*«t 
Rt.  3,  B<K  317 
atMla,  Xo.    63077 
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e  Haute  Agricultural   Sub 
Sabjec;:      HR  Sill   '.782   to  Amend   the   Fart,  Credit   Act  of   1971 


Cor.yreisman  Jones   and  other  members   of   the  comrolttee,   my  name    Is   Winston 
I  appreciate  the  o^porlu.-.^  ty  to  offer  this  response  ;o  the  ctiniiiittoB  on 

I    have   been   a   PCA  oember  and  a   FLBA  member   since   19SS.      I   have   farmed  all 
my    tifa  and,   witho(.t   ti~-e  ass^^tance  of   ;.hese   tHO  great  organilatlons,    I 
certainly  couU  not   have  accomplished  whdt    I    have.      I    feel    like    I   know 

on   the   FLBA   board   and  am  presently   serving  on   the  Production  Credit   board, 


I  think  HH  Bin  '<7S2  Is  a  good  piece  of  l< 
benefit  Kc  marine  rig  o.'  ail  farmers.  An- 
»lrangther.ed  throug.'i  legislation  or  othei 
well  as  members  of  tr,e  Farm  Credit  System 
service.  With  t.Ms  point  In  mind,  1  wouli 
over   the  efforts   bei.iy   generated   by    Indepi 

PCAs   and   "-SAs   from  offering  any   insuraf.c, 

the   Farra  Credit   System   in   the   1971    Farm  Cj 

.    participate    in   both   :iie  crop  hail    insuri 

insura.-ice  progra.n  and   csn  as&ure  you   the 

a   highly  professTonal   manner.      The   Farm  Credi 


!  fact  tn 
(Sion   fro 


e  co-panies.      PCAs  offer 


.   for   this  opportunity   to  present   my  vitga.,   f 


n  Credit   Syste 
r   farmers     ben 


law   Is   very   rigid  about   the 
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Mr.  Maihoan.  Mr.  James  Putman,  president  of  the  Tennessee  Farm 
Bareau,  from  Columbia,  Tenn. 

STATEHEUT  OF  JAMES  FTTTHAIT,  FKESISIlirf,  TE5NESS£E  7ABK 
BTTEEAU  FEDEBAnON,  HEHFHIS,  TEHH. 

Mr.  Putnam.  Thank  you,  Mr.  Chairman.  First,  I  have  been  a  fanner 
all  my  life,  and  second,  president  of  the  Tennessee  Farm  Bureau  Fed- 
eration, and  I'm  also  a  member  of  the  American  Farm  Bureau  board  of 
directors.  I'm  here  to  present  a  statement  by  the  American  Farm 
Bureau  Federation.  We  do  appreciate  this  opportunity  to  comment  on 
H.R.  4782.  a  bill  to  amend  t-he  Farm  Credit  Act  of  1971. 

Many  Farm  Bureau  members  and  several  Farm  Bureau  affiliated 
cooperatives  finance  their  credit  needs  through  units  of  the  cooperative 
farm  credit  system.  Most  farmers  know  these  institutions  as  their  local 
production  credit  associations,  or  PCA's,  Federal  land  bank  assocda- 
tions^r  distnct  banks  for  cooperatives. 

H.R.  4782  includes  a  series  of  amendments  to  the  Farm  Credit  Act  of 
1971  which  are  bein^  proposed  by  the  farm  credit  system  and  the  Farm 
Credit  Administration,  a  Government  regulatory  agency. 

Before  we  make  specific  comments  on  this  bill,  we  would  like  to  out- 
line the  steps  that  we  are  undertaking  to  obtain  grassroot  input  into 
consideration  of  these  issues  raised  by  this  hill. 

Farm  Bureau  has  developed  a  condensed  summary  of  the  various 
farm  credit  amendments  proposed  in  H.R.  4782  for  the  use  of  county 
farm  bureaus  during  local  policy  development  and  county  annual 
meetings. 

We  have  also  sent  to  all  of  the  State  farm  bureaus  copies  of  a  more 
detailed  summary  of  the  amendments,  along  with  some  staff  observa- 
tions and  questions  regarding  the  implications  of  the  proposed  amend- 
ments. liiiB  policy  development  process  will  not  be  finished  until  the 
upcoming  AFBF  annual  meeting  m  January  1980. 

Since  uie  farm  credit  system  is  so  important  to  the  entire  agricul- 
toral  economy,  we  urge  tne  committee  to  allow  this  issue  to  be  com- 
pletely reviewed  at  the  State  and  county  level  by  the  farmers  and 
cooperative  managere  who  are  dependent  upon  the  system  prior  to  the 
ma»up. 

Because  we  do  not  have  a  firm  or  final  position  on  this  proposed  bill 
at  this  time,  we  would  like  to  utilize  this  opportunity  to  focus  this  com- 
mittee's attention  on  several  of  the  proposed  amenoments  and  suggest 
one  additional  amendment  on  which  the  Farm  Bureau  does  have  a  clear 
policy  at  this  time. 

I  have  several  of  these.  You  have  them  in  your  file.  With  your 
permission  111  just  let  you  view  them  and  not  go  through  the  entire 
list  I  will  present  the  one  that  we  have  a  policy  on,  if  that  meets  with 
your  approval. 

Now,  this  amendment  does  appear  to  be  technical  in  nature  and  we 
just  heard  it  discussed  prior  to  my  appearance  here  this  morning,  or 
the  other  aspect  of  it ;  and  this  is  our  position  in  regard  to  this  par- 
ticular amendment. 

This  topic  which  we  would  like  to  bring  to  the  attrition  of  this 
committee  is  the  need  for  additional  clarifying  language  in  the  st«t- 
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utes  to  carry  out  the  intent  of  Congress,  as  set  forth  in  the  report  of 
the  1971  Farm  Credit  Act  with  reference  to  the  sale  of  collateral  in- 
surance by  the  fann  credit  system. 

We  have  been  told  by  State  farm  bureaus  in  the  three  pilot  farm 
credit  districts  which  liave  conducted  trial  collateral  insurance  pro- 
grams that  farm  credit  system  institutions  are  not  following  the 
directive  of  C<Higress  as  expressed  in  the  reports  on  the  1971  Farm 
Credit  Act. 

We  have  been  made  aware  of  cases  where  farmers  felt  intimidated 
by  Production  Credit  Association  offers  to  provide  insurance  cover- 
age at  the  time  loans  were  requested. 

Whether  this  practice  is  widespread  or  isolated,  it  is  inexcusable 
and  all  the  more  reason  why  such  an  environment  for  intimidatitHi, 
either  real  or  perceived,  shoiud  not  be  allowed  to  exist. 

The  policy  that  the  Farm  Bureau  has  and  it's  been  developed 
through  the  gross  roots  organization,  as  you  probably  are  familiar 
with,  recommend  that : 

Tlie  farm  credit  sretem  not  offer  flnandallr  related  Rervlces  wbere  adequate 
serrloes  are  available  to  liorrawen)  from  ottaer  eBtabllsbed  sources.  We  wUl 
propose  changes  Id  farm  credit  law  tbat  will  prohibit  cooperative  farm  credit 
iDstltuttoDS  from  aelllnK  property  and  casualty  Insurance. 

We  have  met  with  the  Farm  Credit  Administration  Hnd  representa- 
tives of  the  various  farm  credit  districts,  which  have  been  participat- 
ing in  the  collateral  insurance  pilot  program.  We  have  been  unable  to 
find  any  justification  for  their  involvement  or  any  demonstration  of 
need,  which  we  understand  was  to  have  been  a  prerequisite  for  the 
establishment  of  the  program. 

We  urge  the  Congress  to  proliibit  the  farm  credit  system's  opera- 
tion of  those  programs  because  the  system  has  never  heen  ^e  to 
demonstrate  the  need  for  the  program  or  the  professional  skill  to 
market  it  in  a  way  which  will  not  offend  or  intimidate  farmer  bor- 
rowers. 

Now,  in  connection  with  this,  and  since  there  was  scnne  additional 
explanation  of  this.  I  started  these  remarks  today  and  I  would  like  to 
reiterate  it:  That  we  have  the  greatest  respect  and  in  our  State — al- 
thoiigli  this  is  a  statement  from  the  American  Farm  Bureau  Federa- 
tion— altliough  in  our  State  we  have  the  greatest  respect  for  all  the 
farm  credit  systems. 

We  work  with  them,  we  like  them,  we  think  they  have  done  an  out- 
standing job.  They  have  recently,  and  in  the  farm  credit  system  nation- 
ally, have  taken  the  view  of  providing  collateral  insurance.  We  think 
they  are  designed  professionally  and  do  an  outstanding  job  in  meeting 
the  needs  that  they  were  designed  for;  that  is,  to  serve  in  the  farm 
cre<lit  area. 

In  some  areas,  some  of  the  insurance  companies  have  been  designed 
to  pi-ovide  these  kind  of  needs,  and  we  feel  like  that  the  expertise  is 
better  there  than  it  is  in  the  farm  credit  system. 

We  do  not  feel  like  even  insurance  people  or  professional  people 
would  bo  able  to  supply  the  needs  in  agriculture  production  nearly  as 
efficiency  as  production  credit,  as  it  relates  to  where  farmers  are 
concerned. 

So  these  are  our  reasons  for  it. 
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The  other  proposals  that  are  in  the  bill,  which  is  in  the  total  retort, 
I  thou£^t  maybe  it  best  not  to  take  your  time  with  it  today. 

We  are  merely  askine  for  an  extenuation  of  time,  to  postpone  this 
bill  until  we  can  go  to  uie  fanners  and  determine  t^  actnal  desiies  as 
it  relates  to  these  amendments  to  the  Fann  Credit  bill. 

Mr.  IIaijioan-,  First  of  all,  let  me  thaak  you  for  cmning  and  testify- 
ing. I'm  confident  that  the  subcommittee  will  not  be  through  with  its 
work  before  the  time  that  you  have  mentioned  in  your  testimony  hrae. 

I  should  think  it  almo^  a  certainty  that  we  would  still  have  this 
hill  in  subcommittee  in  January  of  next  year,  because  the  subcommittee 
does  have  other  work  that  it  has  yet  to  c(xnplete.  So  I  would  not  expect 
that  we  would  be  marking  this  bill  up  before  January  of  next  year. 

Mr.  Ptttxak.  We  have  no  position  tiere,  because  we  get  our  policy, 
as  I  hope  you  would  understand,  from  the  farmers,  go  through  the 
process,  and  these  amendments  to  it,  we  just  need  more  time  to  study 
it  before  we  make  finn  recommendations.  But  we  do  mate  oommetits 
to  it  relative  to  it  in  this  report. 

Mr.  Madioan.  And  we  appreciate  very  much  your  taking  tiia  timB 
to  do  that.  Thank  you. 

[The  prepared  statement  of  Mr.  Putnam  foUows :] 
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(    rAfH    BUBMU-FEDEIUn« 
«    COHSeRVATlCH    AND   CReCI  T  / 

OF    IHE    HOUSE    CCHHITTEE    CH    ASfUCXtUDE 
BX  tl.B.    4183.     -A   BILL    TO    AMIND    THE    FAfM    CRZIIIT   ACT   OF    I9T|- 

PKESEHTED    Wf 

JMCS  PtnHMi.  MtESinnT.  temmessee  tmm  bubeau  fedeimtioh 
AT  MMrais.  tbmessee 

OCTOBES  S,    l»79 

HE   APPBECIATE   THIS    OPPOBTtMITr    TO    COHHEHT   OX    B.  8.     ATSS.     'A   StU.    TO 
HM¥    rA»f    BUREAU   HDlBEflS   JMD    SCV* 
D   COOPEBATI?CS    FIIfAKCE    THCl  B   CfUHIT  MEEDS 

I    THEin  LOSAL    PttOQDCTim    CREDIT    ASSOCIATIMS 
MS   crLSA),    OS  DISTRICT  SWIK5  roR 

r  AHtHInBtTS  TO   THE  TAK  CREDIT  ACT 

f  TBE  ruK  cnsoiT  srsTEM  mid  the 

MINI  STRATI  OH    (FCA).    A   QOVEIMH&IT    USlLATOirr  AatHCT. 

e:  SPECiric  coMtiNTS  w  this  bill,  us  would  like  to  out- 

9    THAT    HE  ARE    WDERTAXIHG    TO    OBTAIN    URASS    ROOTS   IIIPOT   IN- 
ISSUE5    RAISED   BY    THIS   BILL. 

II  HAS  DEOELOna  A  CONDBtSED  StMHAST  OF  THE  OAIU  OUS 
FAm  CREDIT  AHBIEnBlTS  PROPOSED  IN  K.B..4T8a  FDR  THE  USE  OF  COUfTY 
FAfM   BUREAUS    DURINIl   LOCAL    POLICY   DEVELOmBIT   MD   COtMTY    MMOAI,   HEETIHSS. 

WE  SAVE   M.Sa    son    TO   ALL    OF    THE   STATE    FAfM    BUREAUS   COPIES   OF  A   HDRE 
DKTAILED    SOOIAirr    OF   THE   MBtLHnTS   ALONG    WITH    SOME    STAFF  OBSERVATIOtS 
mo   auESTIWS    BEOASOIHO   the    IHFLICATIOHS    of   the   proposed   AHBIDnBITS. 
THIS   POLICY    DEVELOraDfT    PROCESS    HILL  HOT   BE   FIHISHED    OITIL    THE   DPCOMIMS 
AFSF  AMHUAL  HEETIHS    IH    JMUAIY.     19B0- 

SIUCE    THE    FAIH    CREDIT    SYSTEM    IS    50    IHPORTMT    TO    THE   MTIRB 
AaBlClS.TURAL    ECOfOVY.    HE   OBOE   THIS    CEMHITTEE   TO    ALLOU    THIS    ISSUE    TO 

Bs  canPLETSLY  imiEVED  at  tbi  state  mid  comrr  livbl  by  tre  FAMtns 

MO  COaPEBATIDE  HMtAOEaS    WHO    ARE   DEPBIDaiT   UPON    THE    SYSTBI    PRIOR 
TO    HABEUP. 

BECAUSE  VE  DO  NOT  HAVE  A  PIM  OR  FINAL  POSITICM.  IM  TBI  S  PROPOSED 
BILL  AT  THIS  TIME  WE  UDtLD  LIIOE  TO  UTILIZE  TBK  OPPORTIMITY  TO  FOCUS 
ISIS  COHHITTtt'S  ATTBtTIOH  OH   SEVERAL  OF  THE  PROPOSED  MIBtlMWTS  mo 

soasesT  owe  aooitioual  MtDioMBiT  n  bhick  we  do  raix  clear  policy  at 
IBIS  time. 

TBI  first  major  proposal  woiu  authorize  the  in<x  Fon  coopehati  ras 

TO    BECOME    INVOLVED    IN    'BCPORT- IMPORT    FIHMCIHB   AND    SERVICIIfa   AMD 

puiMtciNa  OP  saoiPKaiT  mo  facilities  for  lease  to  and  direct  use 

OP   PAMER  COOPEBATIVtS.ri/ 

THIS    IS   A   VERY    FAR-REACHIHO    PROPOSAl..  .     MTSMATIOHAL   BAHKINS    IS 
A   CQHPLICATED  mO    RI SXY    BUSIHESS.  .     THE   PACT   THAT    -OIHEH   BANKIHS 
UISTITUTISM5.    INCLODINa    U.S.     BRMICBES   OF   FOREIM    BANKS.    ALREADY  HAVE 
THE  CAPACITY    TO    HStDER   THE    RMIBE   OF  HCSDSO    SERVICES    TO    THEIR 
CLIBITS-    a/    CM    BE   DSED   AS   Ml   ABBUItMT  ASAIHST,    AS   WELL   AS    «t    ABaUtlMT 
FDR.    THIS    PROPOSAL. 

WE  ARE   UHDUa    FA»    BDHXAU  H 
HECESSASr    FOB   THE   BMfRS    FOR   CODPEHATIVI 
rUMfCIAL    IMSTITUTtdlS    OR  SERVICING    OPERATIONS    TO    FXnU.   THE 
ECPOBT-tHPORT    CREDIT  NEEDS   OP   li.  5.  .  F  AIM    COOPERATIVES..     ON    THE    SDRTACE 
AT   LEAST.    TalS    PROPOSAL   SEBIS   A  LOtO   <iKt    FROH    TBE  ORIOIUAL    ISTBIT 
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Mr.  Madioam-.  Ladies  aad  gentlemen,  because  of  people  having  air- 
planes to  catoh  and  other  commitments,  we  have  been  going  out  of 
order  here.  I  think  perhaps  n-e  have  to  do  that  one  more  time. 

So  that  we  don't  preclude  anybody  having  the  ability  to  testify,  I'm 
going  to  name  the  next  three  witnesses. 

They  are  Mr.  Herbert  Rone,  Mr.  Jeff  Wade,  and  Mr.  Pamell  G«rri- 
gan,  followed  then  by  Mr.  Hugh  Garrigan  and  Mr.  Liician  Isbell. 

Kow,  if  anv  of  those  gentlemen  that  I've  named  needs  to  go  ahead  of 
any  of  the  other  gentlemen  that  I've  named  because  of  having  to  catch 
an  airplane  or  something  like  that,  if  you'll  identify  youtselF,  well  be 
glad  to  accommodate  you. 

Otherwise,  our  next  witness  is  Mr.  Herbert  Rone. 

nATEMSST  OF  HEBBEBT  BOVE,  FABMEB,  POBTAGETIILE,  MO.; 
GHAIBIUS  OF  THE  BOABS,  CABITTHBBSVILLE  FBODUCIIOH 
CBEDIT  A8S0CUTI0H 

Mr.  Rone.  Congressman,  I  appreciate  this  opportunity  to  make  this 
short  presentation. 

My  name  is  Herbert  Rone.  I'm  a  cotton,  soybean,  and  grain  farmer 
in  Pemiscot  County,  Mo.  I  want  to  thank  you  and  the  committee  for 
allowing  this  time  for  me  to  present  my  views  on  the  farm  credit 
legislation.  I'm  chairman  of  the  board  of  the  Carutheraville  Produc- 
tion Credit  Association  and  we  have  discussed  the  House  bill  4782  and 
feel  that  it's  a  good  bill.  We  think  the  bill  includes  some  much  needed 
Iwislation,  especially  as  it  affects  the  bank  of  cooperatives. 

The  export  financing  provision  of  the  bill  is  a  vital  part.  This  ^art 
of  the  legislation  would  certainly  benefit  every  farmer  in  the  United 
States  whether  or  not  he  was  a  cooperative  member.  Any  liu^lation 
that  will  help  to  promote  the  expansicm  of  U.S.  amiculturaiexports 
has  to  be  good  for  the  fanner  and  jgood  for  the  Nation's  economy. 

While  endorsing  the  farm  credit  legislation,  we  are  disturbed  by 
the  attitude  of  the  independent  insurance  groups,  along  with  the  farm 
bureau.  Their  desire  to  add  an  amendment  to  the  legislation  that 
would  forbid  the  sale  of  all  insurance  by  the  farm  credit  system  is 
disturbing. 

H.R.  bill  4782  doesn't  even  mention  insurance.  Some  of  the  insurance 
programs  our  PCA  offers  have  been  available  for  over  25  years  and 
now  we  find  a  special  interest  group  wanting  to  do  away  with  them. 

The  farm  credit  system  is  one  of'  the  greatest  success  stories  ever 
created  by  the  Congress,  and  it's  because  the  system  is  designed  to 
serve  the  American  larmer. 

Every  new  service  offered  by  the  farm  credit  system  causes  some- 
one else  to  do  a  better  job,  whether  this  service  be  insurance,  farm 
records,  or  credit. 

That's  the  American  way  and  it's  as  it  should  be. 

I'm  sure  this  committee  and  Congress  will  consider  this  bill  on  its 
own  merits  and  not  be  unduly  influenced  by  a  group  that  wants  to  do 
away  with  some  of  the  services  that  have  helped  malce  the  farm  credit 
system  what  it  is  today. 
"  Thank  you  for  allowing  me  to  present  these  views. 

Mr.  Madioan.  Thank  you,  Mr.  Rone.  We  especially  appreciate  your 
brevity. 

Mr.  Jeff  Wade,  from  Bragg  City,  Mo.,  will  be  the  next  witness. 
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STATEMEirr  OP  JEFF  WADE,  JS.,  FABMEA,  BKAQO  CITY,  KO, 

Mr.  Wade.  Congressman  Madigaa,  I'm  certainly  glad  to  be  here. 
My  name  is  Jeff  Wade,  Jr. 

I'm  a  cotton  farmer  and  a  soybean  and  wheat  farmer  from  Pemiscot 
and  Dunkin  Counties,  Mo.  I  have  nothing  against  Arkansas,  dont  get 
me  wrong,  but  I  would  like  to  place  it  that  I  am  from  the  Boot  Heefof 
Missouri. 

There  might  be  one  thing  that's  added  there.  I  do  live  in  the  Boot 
Heel  of  Missouri.  We've  been  called  Laplanders  sometimes,  because 
we're  the  patt  of  Missouri  that  laps  over  into  Arkansas,  so  some  of 
them  just  call  us  "Laplanders."  So  I'll  answer  from  either  one  of  those 
descriptions. 

lampresentlv  farming  1,270  acres  and  I  live  7  miles  east  of  Kennett 
Since  1960  I've  been  a  member  of  the  Caruthersville  Production  Credit 
Association.  Farming  is  the  only  source  of  my  livelihood,  and  so  I  feel 
like  I  have  a  big  interest  in  this  farm  credit  bill,  )>ecause  in  farming 
today  I  certainly  use  a  lot  of  credit. 

I'm  interested  in  this  bill,  but  not  as  some  of  them  are.  I'm  interested 
as  one  that  receives  the  benefits  of  this  bill. 

I  want  you  to  know  I  have  a  great  deal  of  respect  for  my  PCA  and 
for  the  fine  job  that  they  are  doing  in  my  area  serving  the  farmers. 

I'm  certainly  pleased  to  have  this  opportunity  to  come  before  you 
this  morning  and  tell  you  about  some  of  the  good  things  that  PCA  and 
the  other  lending  agencies  are  doing  in  my  area. 

This  Farm  Credit  Act  touches  on  all  segments  of  the  farming  indus- 
try. Being  a  member  of  the  PCA  for  the  past  19  years,  as  I've  stated, 
and  I'm  also  presently  on  the  board  of  the  Missouri  Farmers  Associa- 
tion, I  can  certainly  see  that  this  bill,  H.R.  4782,  and  amendments, 
will  benefit  a  lot  to  agriculture. 

I'm  a  ^rm  believer  that  anything  that  benefits  agriculture  in  the 
end  going  to  benefit  the  consumer.  So  I'm  saying  that  this  bill  will  not 
only  Mnefit  the  farmers  in  this  Nation,  but  it's  going  to  benefit  every- 
one that  lives  in  this  Nation. 

So  I'm  certainly  proud  to  be  hei-e  this  morning  to  talk  about  it  and 
tell  you  some  of  the  benefits  of  it. 

One  of  the  things  now  flint  concerns  me  that  I  want  to  touch  on  after 
I've  already  told  you  about  all  the  good  parts  of  this  bill  is  the  fact  that 
some  of  the  independent  insurance  agencies  and  Farm  Bureau  that'a 
just  been  up  before  me  a  few  minutes  ago  are  trying  to  attach  an 
amendment  on  a  good  bill  that  will  take  away  something  that  we  feel 
likethatweneed. 

I  as  a  farmer  need  this  insurance  service  that  PCA  is  pving,  because 
my  PCA  in  Pemiscot  County  and  Dunklin  County,  Mo.,  firet  offered 
tViis  collateral  insurance  in  l'!)76.  and  I  was  one  of  tlie  first  farmers  in 
our  area  that  got  into  this  program. 

In  1977,  I  had  a  self-propelled  cottonpicker  that  caught  fire  and 
bMmed,"and  this  spring  I  had  a  tenant  house  that  caught  fire  and 
burned :  and  thanks  to  the  Caruthersville  Production  Credit  Associa- 
tion, their  insurance  department,  I  was  fully  insured  in  this. 

It's  been  my  experience  the  next  worst  thing  to  being  no  insurance 
at  all  is  to  be  underinsuerd.  I  feel  like  that  PCA  is  able  to  go  over  my 
lo(     which  they  do  each  year.  Sometimes  I  wonder  if  it's  necessary  to 
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ly  Google 


460 

Anyway,  they  go  over  that  loan  each  year  and  they  know  my  needs 
as  far  as  credit,  and  they  know  my  needs  as  far  as  insurance,  and  they 
point  those  out  to  me. 

As  I've  stated,  I've  been  in  this  program  ever  since  it  was  first  ini- 
tiated in  my  Production  Credit  Association.  I  can  honesly  say  I  have 
no  complaints  whatsoever. 

I  do  not  feel  like  that  I  have  been  pressured  in  any  way,  not  in  any 
way  at  all,  in  order  to  take  these  insurance  policies  that  I  have  wiu 

I  feel  like  that  thev  have  done  me  a  service  by  being  able  to  offer  this 
insurance  to  me  at  tnis  place  where  I  borrow  my  money,  where  thra* 
couldnt  be  any  closer  relationship. 

I  believe  tbiat  every  organization  that  I  know  of,  whether  it  be  a 
labor  union,  a  group  of  Federal  employees,  or  whatever,  are  offered  a 
group  insurance. 

Congressman,  I  can't  see  why  that  those  of  us  that  are  farmers  can- 
not  enjoy  this  as  we  are  now,  and  keep  on  enjoying  it. 

I  want  to  relate  something  that  was  said  also  earlier  this  morning 
about  the  benefits  coming  back  to  the  farmer.  You  know,  that's  one  ol 
the  things  that  I  like  about  this.  Some  of  the  benefits  do  come  back  to 
the  fanner. 

I  went  over  my  records  and  went  over  the  records  with  them,  and  I 
found  out  that  during  the  last  3  years  by  my  Canithersville  Production 
Credit  Association  offering  these  services,  that  they've  been  able  to  cut 
off  about  a  half  a  percent  of  the  interest  that  they've  charged  me  on  my 


Just  giving  an  illustration,  in  1978,  they  would  offer  to  either  give 
back  to  me  or  save  or  any  way  you  want  to  put  it,  $5M.  You  know, 
when  I'm  paying  11  percent  interest  and  I'm  paying  nearly  90  cents  a 
gallon  for  dieael,  I  can  certainly  use  that  $554. 

I  cant  see  why  that  any  insurance  agency  or  anv  other  so-called 
farm  organization  would  object  to  my  FCA  doing  this  business  with 
me,  because  these  other  insurance  groups — and  I  have  no  complaints 
about  that  whatsoever — they  can  sell  their  insurance  to  anybody  that 
walks  up  and  down  the  street  or  anybody  that  comes  in  or  anybody 
th^gosee. 

My  Canithersville  Production  Credit  Association  can  only  sell  that 
insurance  to  those  of  us  that  borrow  money  from  them  and  those  of  us 
that  want  to  buy  it  from  them. 

Just  because  I  borrow  money  from  them,  if  I  don't  want  to  buy  their 
insurance,  it  doesn't  have  anything  whatsoever  to  do  with  me  borrow- 
ing my  money. 

If  it  did,  all  in  the  world  I  would  have  to  do  is  to  make  the  complaint, 
and  I'm  certain  I  could  have  that  corrected;  and  I  have  no  reason  to 
make  any  complaint  at  this  time. 

I  hope  this  Congress  will  consider  what  we  have,  what  we  have  been 
able  to  enjoy,  and  Uie  good  parts  about  this  bill  and  pass  it;  but  I  would 
certainly  urge  you  to  not  let  some  amendments  be  attached  onto  this 
that  will  hurt  me  as  a  farmer  in  this  Nation. 

I  wattf  to  thank  you  for  this  opportunity  of  letting  me  come  and 
discuss  these  things  with  you.  Any  time  that  I  can  answer  any  other 
questions,  I'd  ceitainly  be  glad  to  do  so.  Thank  you. 

Mr.  Madioan.  Thank  you  very  much,  Mr.  Wade.  We  will  be  havii 
a  panel  of  the  witnesses  after  the  last  witness  has  testified,  and  we      _ 
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be  having  a  question-and-answer  period  at  that  time.  I  hope  that  you 
will  be  able  to  stay  and  take  patt  in  that. 
Mr.  Pamell  Garrigan  from  Hiokman,  Ky. 

STATEHERT  OP  FA&NELI  OABBIOAH,  HICE1IA5,  KT. 

Mr.  Garrioan.  Mr.  Chairman  and  other  members  of  the  ctHnmittee, 
first,  I'm  just  a  dirt  farmer.  I've  farmed  all  my  life.  I  live  over  in  Ken- 
tuclr^,  but  I'm  on  the  State  line,  both  in  Kentucky  and  Tennessee. 

I've  been  a  member  of  the  production  credit  almost  since  produc- 
tion credit  started.  I  could  give  you  a  great  Iouk  testimony  of  what 
production  credit  has  done  for  me  and  my  family,  but  I  wont  take 
that  time  now. 

Mr.  Madioan.  I  do  have  to  tell  you,  Mr.  Garrigan,  th^  wh«i  a 
politician  is  approached  by  s(»neboay  that  says  they  are  just  a  coun- 
try lawyer  or  just  a  dirt  farmer,  that  their  ears  really  perk  up. 

Mr.  Garrigan.  That's  all  I  am  and  all  I've  ever  done. 

I  served  on  the  production  credit  board  for  about  27  years,  and 
about  23  or  24  of  that  I  was  on  the  executive  committee;  and  so  I 
know  quite  a  bit  about  the  inner  workings  of  just  the  local  association. 

The  point  that  I'd  like  to  bring  up  today  is  we  need  a  little  exten- 
sion  on  the  time.  Yeara  back  there  was  an  objection  to  the  S-  and  5- 
year  loans. 

These  young  people  trying  to  get  started,  which  we  have  a  lot  of 
in  our  area.  Not  a  lot,  but  they  are  having  trouble  being  financed,  aa 
expensive  as  things  are. 

So  we  feel  like — or  I  feel  like — I  have  a  son  farming  with  me,  and 
with  machinery  and  land  and  all  the  input,  but  the  main  thing  they 
need  more  time  on  is  like  to  get  into  specialized  enterprises,  such  as 
confined  cattle  operations  or  dairies  or  those  things  need  to  be  set 
up  on  a  little  longer  term. 

Maybe  not  too  long,  but  we  think  they  need  to  be  extended,  and 
for  that  reason,  that's  my  main  point  to  bring  up  that  as  a  member. 

Mr.  Madigan.  We  appreciate  that  very  much  and  I  think  that  uni- 
formly, everybody  that  has  been  here  yesterday  and  today  has  been 
interested  in  that. 

Mr.  Garrigan,  we  hope  you  will  be  able  to  stay  and  take  part  in  the 
panel  when  we  get  through  here. 

We  have  another  Garrigan,  Mr.  Hugh  Garrigan,  from  Union  City, 
Tenn. 

STATEHEUT  07  HUGH  OABRiaAlT,  JB.,  7ABMEH,  UKIOH  CITT, 
TEBH.;  FXESIDEHT,  TENNESSEE  SOYBEAN  ASSOGIATIOH 

Mr.  Madigan.  Is  Union  City  close  to  Tiptonville,  Tenn.  i 

Mr.  Garrigan.  About  25  miles  east. 

Mr.  Madigan.  My  father  used  to  take  me  fishing  down  there  when 
I  was  a  little  boy. 

Mr.  Garrigan.  Well,  they  still  catch  fish  there. 

Thank  you.  Mr.  Chairman,  I  have  been  following  that  other  Gar- 
rimn  man  around  for  62  years  because  I  don't  know  any  better,  and 
BO  I'm  up  here.  He  said  he  s  a  dirt  farmer  and  so  that's  my  livelihood, 
too. 
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rtn  going  to  stress  the  same  point  mostly  that  he  did  on  our  young 
men  coming  along  who  need  additional  tinip.  with  this  financing. 

I  am  Hi^  Garrigan,  Jr.,  a  farmer.  I'm  also  pre«d«nt  of  the  Ten- 
nessee Soybean  Association. 

I  live  in  Obion  County  and  I  farm  in  Fulton  County,  Ky. 

We  live  about  2  milee  in  Tennessee.  My  brother  lives  just  across  the 
State  line  in  Kentucky.  Then  we  have  another  brother  up  the  road  Ivho 
lives  in  Tennessee. 

It  is  very  imptxtant,  as  we  see  it,  and  our  sons  farm  with  us,  that 
these  yoimg  men  be  given  this  c(Misiderati<Mi  by  your  committee,  and 
we  wisn  for  you  to  get  the  bill  enacted  without  a  iot  of  crippling  amend- 


I  am  mindful  of  the  problems  facing  farmers  today  in  the  opera- 
tion of  a  modem  economical  size  farming  unit.  The  cost  of  equipment 
needed  to  produce  a  crop  of  soybeans  large  enough  to  supped  a  farm 
family  aftM-  expenses  are  paid  is  well  in  excess  of  $150,000.  Many  of  the 
large  tractors  bung  built  today  have  a  useful  life  well  over  10  years, 
but  many  fanners,  especially  young  men,  are  being  required  to  finance 
such  coital  purchases  for  shorter  periods  of  time. 

I  see  the  need  for  a  type  of  loan  throu^  our  Produtittcm  Credit 
Association  with  a  lO-year  or  loneer  maturity  that  will  ease  the  burden 
on  all  farmers  using  this  type  credit  for  capital  purchases. 

I'm  going  to  mue  my  speech  very  diort  because  we've  bad  lots  of 
ioog  speeches  this  nu»^ing. 

"niuik  you  tor  allowing  me  to  appear  herei. 

Hr.  &UOIOAN.  Thank  you  very  much  for  coming.  We  ht^  yonll 
9t«y  and  take  part  in  the  paneL 

Mr.  Lucian  Isbell  t 

STATEHEIT  07  lUCUI  S.  TKurrTT^  TAXMSR,  HICtMAW,  XT. 

Mr.  IsBXLL.  Mr.  Chairman,  members  of  the  cmnmittee,  Vm  also  from 
Kentucky  and  it  looks  like  we  Kentuckians  are  having  a  little  problem 
with  this  short-term  interest — ahort-term  credit  and  hig^  interest. 

There  is  a  real  concern,  I  think,  which  has  been  stated,  thst  the  young 
people  are  having  a  little  problem  with  this  inflation  and  not  having  a 
long  enough  period  of  time  to  pay  their  loans  off. 

1^1  give  you  a  little  of  my  history.  I'm  Lucian  H.  Isbell,  a  farmer  of 
Hickman,  Ky.  During  the  past  25  years  I  have  served  agricnlture  in 
Kentucky  in  various  capacities;  recently  as  vice  president  of  the  Ken- 
tuckv  Farm  Bureau  FeoMvtioa  and  also  the  insurance  companies;  and 
for  tne  past  8  years,  a  Farm  Bureau  appointee  to  the  Kentucky  State 
Fair  Board. 

I'm  interested  in  seeing  a  type  of  agriculture  carried  oa  that  will 
provide  a  standard  of  livinf  for  the  farmers  of  our  area  and  the  State 
and  the  Xation  that  is  equal  to  other  segments  of  our  society.  I  realize 
that  there  is  a  tremendous  investment  in  the  livestock,  equipment,  and 
land  needs  today  to  generate  sufficient  income  to  meet  all  expenses  and 
leave  a  net  prtnt  adequate  for  farm  family  expenses.  Very  few  young 
men  are  able  to  farm  today  without  using  large  amounts  of  credit. 
There  are  nnmerous  sources  of  credit  tor  farmers,  but  more  especially 
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that  type  of  short-term  credit  that  is  used  in  crop  and  livestock  pro- 
duction and  is  repaid  on  an  annual  or  shorter  period. 

It  is  my  opinion  that  intermediate  type  credit  should  have  an  ex- 
tended repayment  plan  that  allows  ample  time  for  large  capital  par- 
chases  to  he  amortized  over  a  period  of  up  to  10  years. 

Modem  credit  plans  are  needed  to  finance  modem  fanners  and  I 
ask  your  committee  to  support  legislation  that  will  update  the  present 
farm  credit  laws. 

I  appreciate  this  opportunity  to  appear  before  you. 

Mr.  Madiqan.  Mr.  I&bell,  we  appreciate  your  comine  over  and  hope 
that  you  will  be  able  to  stay  and  be  a  part  of  our  paneL 

Our  next  witness  is  Mr.  Jack  McNeil,  the  president  of  the  Inde- 
pendent Insurance  Agents  of  Arkansas. 

The  next  gentleman  then  will  be  Mr.  Earl  Taute. 

The  next  witness  then  would  be  Mr.  William  Bailey ;  then  Mr.  Don 
Sands;  then  Mr.  Koscoe  Gibson ;  and  I  believe  tlien  we  would  be  idmoet 
through.  We  might  have  one  more  witness  after  that. 

Mr,  Jack  McNeil  would  be  our  next  witness  now. 

STATEHEHT  OP  BERT  SIOSBEE,  RECTOR,  ARX.,  OH  BEEAIf  Of  JAGE 
KcHEU  AHS  THE  HtVETEHDERT  IHSUBAHCE  AOEHTS  OV 
ARKANSAS 

Mr.  SiosBBK.  Congressman,  Mr.  Jack  McXeil  was  unable  to  be  here, 
and  I'm  appearing  in  his  behalf  and  in  behalf  of  the  Independent 
Insurance  Agents  of  Arkansas.  My  name  is  Bert  Sigsbee,  Sector,  Ark 

We  have  filed  already  for  the  record  two  statements  on  the  position 
of  the  Independent  Insurance  Agents  of  Arkansas  regarding  the  sale 
of  insurance  by  the  PCA's.  The  gentleman  representing  the  &depend- 
ent  Insurance  Agents  of  Tennes.see  stated  our  position  so  well  that  I  am 
not  going  to  give  all  of  the  statement  that  I  have  prepared.  I*m  only 
going  to  give  parts  of  it  because  it  would  be  repetition,  and  I  want  to 
read  a  small  part  of  what  I  had  prepared. 

Independent  Insurance  Agents  of  Arkansas  fully  support  the  pur- 

{)ose  for  which  a  Federal  farm  credit  system  was  created  and,  also,  our 
ocal  production  credit  associations,  which  are  invaluable  assets  to 
many  Arkansas  communities  they  serve.  The  Farm  Credit  Act  was 
established  primarily  to  serve  the  credit  needs  of  farmers.  In  our  area 
they  are  very,  very  necessary. 

Included  in  the  act  were  regulations  which  allowed  production  credit 
associations  to  provide  related  financial  services,  but  only  if  the  need 
for  such  services  has  been  established  and  only  on  approval  of  the 
Farm  Credit  Administration. 

We  are  concerned  because  the  Farm  Credit  Administration  has  not 
enforced  the  aforementioned  need  requirement  before  authoriising  the 
sale  of  such  insurance  in  its  current  pilot  projects. 

We  feel  that  the  PCA's  enjoy  competitive  advantages  over  unaffil- 
iated insurance  agents,  because  as  credit-granting  institutions  they 
have  the  ability  to  tie  the  sale  of  insurance  to  the  extension  of  credit 

The  immense  power  over  credit  is  the  basic  reason  for  the  traditional 
Federal  and  State  policy  that  banking  and  commerce  should  renu^n 
separate. 
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It  is  our  belief  that  Congress  did  not  and  does  not  intend  to  change 
this  policy. 

The  Independent  Insurance  Agents  of  Arkimsas  recommend  that  the 
current  Farm  Credit  Administration  pilot  projects  for  PCA  insurance 
activity  cease ;  and,  two,  that  Congress  establish  clarifying  legislation 
with  formal  explicit  rulemaking  procedures  for  determining  a  need 
for  FCA  insurance  activities  in  specific  locations  before  approving 
such  activities. 

That  is  our  official  position.  I  would  like  to  make  a  few  more  state- 
ments concerning  our  immediate  area. 

In  our  two-county  area  we  have  15  independent  and  multiple  com- 
pany agencies,  2  Farm  Bureau  agents,  5  Farmers  Insurance  Group 
agents,  5  MFA  agents,  and  2  State  Farm  agents. 

With  this  many  agents,  you  have  a  very,  very  competitive  situation. 

The  consumer  oeneBts  because  he  has  a  vanety  oi  choices  in  price 
and  service. 

We  believe  that  this  same  situatjon  is  duplicated  all  over  the  State 
and  applies  to  all  of  the  Southern  States. 

In  Arkansas  we  have  450  independent  agencies  for  75  counties,  and 
a  large  number  are  direct  writer  a^ncies. 

In  Tennessee  there  are  approximately  583  independent  agents  in  95 
counties;  in  Mississippi,  356  agencies  in  82  counties. 

With  this  situation,  we  cannot  see  how  PCA  has  been  able  to  justify 
thedr  entry  into  the  insurance  business  in  Arkansas. 

We  believe  that  the  independent  agents  and  the  other  agents  in  the 
community  have  been  able  to  provide  for  the  needs  of  the  fermer. 

In  our  area,  our  business  is  probably  50  percent  farm  business,  and 
you  don't  stay  in  business  26  years  unless  you  can  provide  the  services 
that  they  need  and  the  protection  that  they  need. 

Thank  you. 

Mr.  Madioan.  Thank  you  very  much. 

Mr.  EarlTaute* 

STATEMENT  OF  EABL  TAUTE.  QLASCOW,  ST. 

Mr,  Taute.  Mr.  Chairman,  I  am  Earl  Taute  from  Glascow,  Ky. 
I  came  here  to  represent  some  225  farmers  in  the  south-central  Ken- 
tucky area  who  are  associated  with  Mamicay  [phonetic]  Production 
Credit  Association's  farm  record  and  business  analysis  program.  Our 
farmer  members  are  basically  in  support  of  House  bill  ^82,  as  it 
appears  to  be  constructive  legislation.  In  addition,  they  are  interested 
in  obtaining  legislation  that  will  allow  the  PCA's  to  extend  payments 
on  certain  intermediate  type  loans  from  7  to  10  or  more  years. 

It  is  this  concern  that  they  have  asked  me  to  share  with  you  today. 

My  assigned  work  area  includes  activities  carried  on  in  PCA's  Agn- 
fax  program.  This  prt^am  attempts  to  help  the  farmer  assemble  data 
that  can  be  used  ror  both  analysis  and  planning  of  his  farming 
operation.  The  Agrifax  function  includes  providing  supporting  data 
for  member  loan  portfolios  as  needed. 

In  addition  to  this  activity,  the  assignment  of  my  staff  and  nwself 
include  activities  that  are  normally  carried  out  by  trained  loan  officers 
and  credit  supervisors. 
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These  include  consulting  witli  farmer  members  concerning  theii 
plans  and  problems.  Our  activities  include  the  areas  of  cash  flow  man- 
agement, financing  arrangements  and  requirements,  profitability 
expectations  resultmg  from  certain  management  decisions,  produc- 
tion and  marketing  analysis,  and  to  some  extent  business  organization. 

My  staff  and  I  are  assigned  to  work  with  specific  farmers  wtio  main- 
tain contractual  arrangements  with  the  association  similar  to  the 
normal  Agrifax  arrangements.  We  do  not  directly  originate  credit 
applications.  We  do  work  in  considerable  detail  with  our  clients. 

This  arrangement  allows  us  to  get  a  clear  view  of  the  farmer's  finan- 
cial requirements  and  plans  without  having  to  be  restricted  by  the  lim- 
itations of  any  institution. 

We  would,  naturally,  try  to  guide  any  farmer  in  his  financial  plan- 
ning so  that  it  can  conform  to  farm  credit  institutions  because  we  nope 
and  feel  farm  credit  is  best  equipped  to  handle  agricultural  credit 
needs. 

We  have  provided  for  this  committee  several  exhibits  that  I  will  not 
read  in  detail,  but  which  should  be  made  a  part  of  the  record. 

I  would  like  to  comment  briefly  on  these  exhibits. 

Exhibit  No.  1,  shown  on  page  2,  indicates  the  problem  of  maintain- 
ing profit  margins  in  agriculture.  The  profit  margin  has  steadily 
diminished,  due  in  part  to  resource  costs,  such  as  land,  which  have  his- 
torically been  priced  so  that  the  cash  return  is  less  than  the  current 
cash  loss. 

Inflationary  expectations  are  routinely  bid  into  resource  costs. 

The  exhibit  also  indicates  the  special  problems  presented  to  fann- 
ers as  they  attempt  to  combat  the  inflation  spiral  problems. 

It  indicates  that  a  farm  family  in  the  median  income  level  needs 
annual  net  new  investment  of  ^0,000  to  ^5,000  just  to  maintain  his 
family's  standard  of  living. 

Improvement  through  efficiency  usually  increases  these  investment 
requirements. 

It  is  no  wonder  that  fanners  are  now  faced  with  the  reality  of  per- 
petual debt.  The  old  desire  of  farmers  to  be  debt  free  is  now  almost 
totally  inconsistent  with  the  need  to  maintain  profitability  and  living 
standards. 

Exhibit  N^o.  2  found  on  page  3  focuses  on  the  balance  sheets  and 
profitability  of  today's  farmers. 

The  farm  operations  included  in  this  sample  are  made  np  mostly  of 
full-time  farmers  between  the  ages  of  80  and  55,  who  are  major  pro- 
ducers of  food  and  feedstuffs. 

It  would  not  include  many  of  the  small  or  part-time  farmers,  nor 
would  it  include  many  of  the  landlord  type  landowners  who  have 
acquired  land  through  inheritance  or  by  investing  nonfann  earnings 
in  agricultural  investments. 

It  also  would  not  include  those  retired  individuals  who  have  been 
able  to  acquire  and  pay  for  land  in  earlier  decades. 

"Diis  is  why  this  balance  sheet  is  so  different  from  the  standard 
balance  sheet  of  agriculture. 

It  shows  the  low  earnings  in  relation  to  invested  assets.  Tt  also  indi- 
cates the  liability/net  worth  ratios  these  farmers  and  their  lenders 
have  to  deal  with. 
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These  farmers,  ladies  and  gentlemen,  are  the  farmers  who  are 
making  America's  agriculture  so  productive.  These  are  the  fanners 
we  have  to  deal  with. 

These  are  the  farmers  who  are  having  difficulty  dealing  with  cur- 
rent institutional  debt  repayment  requirements. 

Exhibit  No.  3  found  on  page  4  deals  with  one  of  the  operating  costs, 
interest,  that  have  escalated  so  rapidly. 

The  individual  has  virtually  no  control  over  these  costs.  The  tre- 
mendous change  in  energy  cost  has  had  an  even  more  dramatic  impact 
because  farmers  have  very  few  energy  alternatives  except  petroleum 
products. 

In  the  short  run,  especially,  they  can  only  absorb  the  additional  cost 
at  the  expense  of  profits  and  capital  debt  paying  capactiy. 

Exhibit  No.  4,  found  on  pages  5  and  6,  shows  now  farmers  are 
reacting  to  the  situations  in  which  they  find  themselves. 

The  exhibit  indicates  that  farmers  are  indeed  investing  almost  all, 
and  in  many  cases  more  than  all  of  their  cash  profits  and  placing  them 
in  new  capital  and  new  inventory  in  the  expectation  that  this  w3l  help 
them  compete  more  effectively  in  the  future. 

An  analysis  of  this  exhibit  and  also  exhibit  No.  2  clearly  ^ows 
that  debt  positions  are  increasing  and  that  reasonably  high  leverage 
to  operations  are  a  way  of  life. 

Since  farmers  have  to  work  with  many  uncontrollable  variables, 
including  weather  and  prices,  one  can  quickly  see  how  rapidly  prob- 
lems created  by  uncontrollable  factors  can  seriously  jeoparcuze  the 
future  success  of  their  operation. 

The  standard  answer  to  these  problems  has  been  to  recapitalize  any 
inflation  value  in  acquired  assets,  especially  land,  in  order  to  satisfy 
the  institutional  requirements  of  intermediate  lenders. 

This  may  be  OK  for  the  lenders,  but  does  it  really  help  the  farmers 
they  are  serving?  The  answer  in  many  cases  has  to  be  no,  because 
first,  refinancing  is  an  expensive  proposition  involving  considerable 
legal  expense  and  either  front-loaded  or  iback-loaded  points  that  add 
to  debt,  but  do  little  else. 

Secondly,  refinancing  doesn't  change  the  debt  position  of  the  bor- 
rower. It  merely  changes  institutional  repayment  irequirements. 

I  do  not  want  to  imply  that  refinancing  is  bad.  It  is  a  proper  and 
desirable  alternative  to  improve  cash  flow  requirements  in  many  cases. 

We  are  finding  more  frequent  situations  where  the  standard  re- 
financing alternatives  make  very  little  logical  sense  from  the  borrow- 
er's standpoint. 

Examples  of  this  are  indicated  in  exhibit  No.  5.  Exhibit  No,  5, 
found  on  page  7,  describes  situations  somewhat  peculiar  to  agri<»itture. 

I  can  best  describe  this  as  a  situation  in  which  assets  change  their 
balance  sheet  nature  over  time  in  the  hands  of  the  borrower-farmer. 

This  especially  affects  the  beef  cow  and  dairy  farmer  who  must 
frequently  use  wnat  is  classified  by  original  fund  use  as  an  operating 
expense,  but  later  the  end  product  becomes  a  capital  asset. 

More  specifically,  this  refers  to  the  use  of  operating  funds  to  grow 
and  raise  calves  that  later  become  breeding  stock  as  cows,  and  as  such, 
have  a  long  productive  life. 

This  may  be  considered  an  internal  problem  not  associated  with 
our  discussion  today;  however,  it  is  a  very  real  part  of  tie  overall 
financing  problem  laced  <by  fsjmers. 
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Exhibit  No.  6,  found  on  pages  8,  9,  and  10,  details  the  problems 
associated  with  new  or  expanded  enterprises,  with  particular  ref- 
erence to  livestock  expansions. 

It  tends  to  deal  with  two  specific  problem  areas.  The  first  problem 
is  that  profits  from  an  enterprise  ^pically  must  first  go  into  inventory 
and  only  later  in  cash  to  be  used  for  debt  repayment  purposes. 

We  need  to  deal  more  adequately  with  the  determination  as  to  when 
such  assets  become  functional  from  a  debt  repayment  standpoint. 

The  timelag  from  the  initiation  of  new  construction  through  inven- 
tory accumulation  frequently  approaches  3  years. 

Unfortunately,  current  regulations  seem  to  measure  repayment  re- 
quirements from  the  date  that  funds  are  disbursed,  rather  than  from 
the  time  that  the  new  or  expanded  enterprise  reaches  normal  produc- 
tion capacity. 

Extended  loan  terms  would  assist  in  this  area. 

The  second  problem,  as  detailed  in  exhibit  No.  6,  is  that  all  farmers 
do  not  necessarily  have  real  estate  refinancing  alternatives. 

With  rigid  repayment  requirements,  the  farmer  with  the  limited 
real  estate  base  finds  himself  faced  with  the  choice  of  either  refinanc- 
ing with  another  intermediate  lender  in  order  to  achieve  reclassifica- 
tion of  assets  and  repayment  requirements,  or  else  he  must  attempt  to 
wrestle  with  splitting  his  credit  between  multiple  lenders  and  try  to 
shift  funds  back  and  forth  to  keep  each  of  these  creditors  at  least 
marginally  satisfied. 

Neither  of  these  is  really  desirable  for  either  tihe  farmer  or 
his  creditors. 

Exhibit  No.  7,  found  on  page  11,  is  presented  to  show  that  for  many 
types  of  intermediate  assets  the  value  of  the  assets  remains  well  above 
the  currently  acceptable  repayment  terms  used, 


Therefore,  in  the  vast  majority  of  cases,  security  position  cannot  be 
considered  the  major  factor  in  determining  the  repayment  terms  of  the 
loans  as  they  are  presently  dictated.  We  have  not  attempted  in  this  re- 
port to  deal  specifically  with  the  problem  of  financing  building  and 
land  improvements. 

Most  economists  and  financial  analysts  feel  that  building  improve- 
ments, such  as  feed  and  grain  storage  or  livestock  production  facilities 
are  justified  when  the  projected  cost  can  be  recovered  in  a  9-  to  12- year 
period. 

Cost  recovery  here  should  not  be  confused  with  useful  life  analysis. 
Existing  intermediate  terms,  again,  are  in  conflict  with  expected  cost 
recovery,  because  most  farm  iniprovoments  should  not  need  long-term 
repayment  terms,  while  current  intermediate  terms  also  do  not  ade- 
quately address  the  problem. 

It  doesn't  really  make  a  lot.  of  sense  from  the  fanner's  standpoint  to 
go  to  the  expense  of  a  long-term  commitment  merely  to  extend  wtiat 
^ould  be  intermediate  tenn  debt.  We  have  attempted  to  define  prob- 
lems in  financing  that  farmers  are  facing  by  resource  activity. 

From  a  practical  standpoint,  many  farmers  are  able  to  allocate 
profits  from  other  segments  of  their  farming  business  to  use  for  repay- 
ment of  new  inve,stments.  However,  when  one  has  to  restrict  credit  to 
those  farmers  having  these  alternatives,  you  tend  to  eliminate  the 
young  farmers  who  can  demonstrate  sounci  management  abilities,  but 
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who  have  not  had  the  opportunity  to  build  substantial  capita]  accumu- 
lations. 

These  are  the  fanners  of  the  future.  We  do  not  believe  our  fields  of 
service  ^ould  be  unnecessarily  limited  by  excessively  restrictive  re- 
payment requirements  that  do  not  appear  to  adequately  address  cur- 
rent problems. 

Ladies  and  gentlemen,  Z  come  to  you  today  also  as  one  of  the  many 
employees  of  me  Production  Credit  Associations  who  are  out  there  on 
the  firmg  line  trying  to  help  our  Notion's  farmers  develop  their  maxi- 
mum capabilities  as  produceirs  of  our  food  and  as  mana^rs  of  their 


We  have  dedicated  our  livee  to  this  endeavor.  We  are  asking  you  to 
provide  the  necessary  capabilities  to  allow  us  to  continue  in  this  en- 
deavor so  that  we  can  continue  to  do  our  part  in  helping  Amenca's 
farmers  provide  the  food  and  fiber  that  both  the  citizens  of  the 
United  States  and  the  people  around  the  world  will  be  needing  and 
expecting  during  the  coming  decade. 

Thank  you. 

Mr.  Madioan.  Thank  you,  Mr.  Taute, 

[The  complete  exhibits  are  held  in  the  subcommittee  file.] 

Mr.  Madioan.  Mr.  William  Bailey,  Tennessee  Farmers  Co-op,  La- 
Vergne,  Tenn. 

STATEMEHT  OF  WULIAH  £.  BAILET,  ASSISTAIH'  TO  THE  OEITBBAI 
HA5AGEB,  TEHSESSEE  7AEHEBS  C007EBATIVE,  LA  VEEGNE, 
TUStH.;  BOABS  OF  SIBECTOBS,  LOUISVILLE  BAKS  FOB  COOFEBA- 
IIVES,  LOUISTULE,  ET. 

Mr,  BAiu,r.  I  am  William  E,  Bailey,  assistant  to  the  general  man- 
ager of  Tennessee  Farmers  Cooperative,  La  Vergne,  Tenn.,  and  mem- 
ber of  the  Louisville  Bank  for  Cooperatives,  Louisville,  Ky. 

The  Tennessee  Farmers  Cooperative  is  a  regional  farm  supply  co- 
operative, serving  farmers  all  across  the  State  of  Tennessee  through 
si-member  cooperatives.  I  am  pleased  to  have  the  opportunity,  Mr. 
Chairman,  to  present  testimony  in  support  of  H.R.  4782,  as  introduced. 
I'll  be  brief  in  summarizing  the  very  few  points  that  I  wanted  to  make. 

I  feel  that  the  opportunity  for  farmers  through  their  cooperatives 
can  bo  substantially  enhanced  through  the  assistance  that  the  Bank 
for  Coo^ratives  will  be  in  a  position  to  provide  cooperatives  in 
their  agneultiiral  exports,  if  this  legislation  is  approved. 

It's  my  feeling  that  they  will  have  the  opportunity  to  do  this  just 
aa  they  have  assisted  our  organziation  and  our  member  cooperatives 
in  all  of  their  endeavors  to  this  point  in  time  down  through  tne  years. 

I  would  say  that  we  have  found  the  Bank  for  Cooperatives  has 
always  been  willing  and  were  able  to  provide  assistance,  both  from 
the  standpoint  of  counseling  and  financial  assistance  on  occasions 
in  the  earlier  years  when,  certainly,  such  service  was  not  available 
from  the  commercial  banks.  I  believe  that  the  legislation  could  very 
well  provide  an  opportunity  for  the  cooperatives  to  export  a  larger 
share  of  this  40  to  50  percent  of  the  grain  that  they  are  currently 
buying  initially. 
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What  we're  asking  for  is  an  opportunity  for_  the  Banks  for  Co- 
opeiiiliyes  to  provide  this  service,  and  obviously,  it  will  be  encumbent 
upon  Ihem,  should  this  be  made  available  to  show  that  they  can  pro- 
vide tlie  efficiency  and  be  effective  in  carrying  out  this  servica. 

I'd  like  to  make  just  a  brief  comment  about  the  eligibility  side. 
Prewiitly  with  80  percent  of  voting  control  to  be  represented  l^  bon» 
fide  farmers,  70  percent  in  the  case  of  rural  electnos;  the  proposed 
amendment  to  reduce  this  percentage  to  60  percent  for  all  coopemtiTflB, 
I  believe,  can  accomplish  the  following: 

Provide  a  viable  source  of  credit  for  the  additional  cooperatives 
that  would  qualify,  and  .permit  a  few — and  to  my  experience  of  the 
cooponitivea  that  I'm  concerned  with,  it  would  be  a  few — ^presently 
borderline  cooperatives  to  maintain  that  eligibility,  because  in  fann 
supply  and  marketing  cooperatives,  there's  generally  not  a  serious 
problem  with  the  percentage  requirement.  But  I  think  that  the  60 
percent  will  continue  to  assure  tanner  control  of  cooperataves  that 
aro  served  by  the  banks  for  cooperatives. 

I  would  remind  that  the  1971  Farm  Credit  Act  did  provide  for 
financing  of  nonfarm  rural  homes,  which  embodies  the  concept  of 
niral  America.  This,  of  course,  provided  for  cities  and  towns  of 
2,500  or  less,  and  it  would  bo  in  these  areas  of  rural  electric  coopera- 
tives that  the  opportunity  for  the  banks  for  cooperatives  to  serve 
would  be  enhanced. 

But  rural  America  is  changing  and  these  changes  for  cooperatiTeB 
that  are  continuing  to  serve  rural  America,  this  amendm^t,  as  I 
see  it,  is  a  general  recognition  of  those  changes. 

Then  just  a  brief  comment  about  the  authority  to  incorporate  sys- 
tem service  entities.  The  purpose  is  to  enhance  the  efficiency  and  capa- 
bility of  the  farm  credit  institutions  by  authorizing  the  corporate  form 
of  organization  for  joint  services  that  are  provided  for  in  tiie  1971 
Farm  (credit  Act. 

I  believe  that  this  is  extremely  important.  A  couple  of  cases  in  point, 
farm  bank  services,  which  provide  service  for  ell  37  hai^  as  a  joint 
venture. 

Other  opportunities  can  present  themselves  with  joint  ownership 
of  buildings  where  production  credit  associations  and  Federal  land 
banks  are  working  together,  or  where  all  three  banks  in  a  farm  credit 
district  are  housed  in  the  same  building  and  get  away  from  the  land- 
loitl-tenant  situation  or  the  joint  venture. 

So  I  think  that  what  we're  asking  for  here  is  to  provide  the  corporate 
way  of  doing  business  and  not  asking  for  any  expansion  of  autnority 
of  the  things  that  the  1971  Farm  Credit  organizations  may  do  jointly, 
but  the  form  in  which  that  can  be  done. 

I  thank  you  for  the  opportunity. 

Mr.  MAmoAN.  I  thaiUc  you  for  your  very  cogent  summary,  Mr. 
Bailey. 

IThc  prepared  statement  of  Kfr.  Bailey  follows :] 

Htatemrnt  or  Wiluau  E.  Bailet,  Assistant  to  the  Oinebai.  MANAon,  Teh- 
MEHDKK  Fabuebs  Coopeeattvb,  La  Vekghe,  Tehn.  ;  Boabd  or  DiBEciOBa,  Loms- 
VII.I.E  Band  and  Coopeeatives 

I  niu  WlUlam  E.  Bailey,  Assistant  to  the  General  Mana^r  of  TeaDeseee  Farmen 
ConiiemtUe,  La  Vergne,  Tennessee,  and  also  a  member  of  the  Board  of  Dlrecton 
of  tbe  LunlsvlUe  Bank  for  Co<q)eratlve8,  Louisville,  Kentucky.  Tennenee  Farmen 
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Cooperative  is  a  regional  farm  snpplr  cooperative,  serving  all  acroes  tlie  State 
through  84  member  cooperatives. 

I  am  pleased  to  bave  this  onMrtanlt;  to  pi«aetit  testimotiy  in  support  of 
H.R.  4i82.  I  believe  the  proposed  Farm  Credit  Act  Ameodmeats  of  19i9  are  in 
the  best  interest  of  farmers,  ranchers,  agriculture  and  the  Nation.  It  is  my 
belief  that  these  proposed  amendments  provide  additional  opportunities  for  the 
farm  credit  system  to  carry  out  the  intent  of  the  1971  Farm  Credit  Act,  keeping 
in  mind  the  following  stated  policies  and  objectives.  It  is  declared  to  be  the 
policy  of  the  Congress  recognizing  ttie  growing  needs  for  credit  in  rural  America, 
that  the  farmer  owned  cooperative  farm  credit  system  be  designed  to  accomplish 
the  objective  of  Improving  the  Income  and  well  being  of  farmers  and  ranchers 
by  tumiBhlng  sound,  adequate  and  coastmctive  credit  and  closely  related  services 
to  them  and  their  c04q>eratlTes. 

I  would  direct  particular  attention  to  the  proposed  amendment  in  title  III 
of  the  1971  Farm  Credit  Act  which  will  permit  the  banks  for  cooperaUvee  to 
provide  flnancing  and  certain  related  services  to  their  borrowing  cooperatives 
to  facilitate  the  exporting  of  grain  and  other  agricultural  products.  We  certainly 
agree  that  there  is  a  need  for  the  Nation  to  Improve  Its  position  In  balance  of 
payments.  The  agricultural  Industry  through  exports  makes  a  significant  con- 
tribution to  the  Nation's  balance  of  payments.  By  permitting  the  banks  tor 
cooperatives  to  provide  additional  financing  and  certain  services  to  their  mem- 
bers, cooperatives  will  be  a  dependable  supi^ler  of  high  quality  grain  to  foreign 
buyers.  Presently,  40  percent  of  the  grain  produced  is  initially  sold  by  the  farmers 
to  hla  cooperative,  however,  his  cooperative  ezporta  only  10  percent  of  the  total 
grain  exported  by  the  United  States. 

The  proposed  legislation  provides  for  flnandng  of  agricultural  prodocta 
through  the  use  of  bankers  acceptances,  necessary  corre^Mtndent  retationshlpB 
with  foreign  banks,  flnancing  of  certain  facilities  for  the  storage  and  transporta- 
tion of  grain  and  financing  of  Joint  ownership  of  faculties  between  us  tanner 
cooperaUvee  and  other  businesses. 

It  Is  Important  to  rect«nlze  that  banks  for  cooperatives  liave  been  in  business 
over  40  years,  understand  and  appreciate  cooperative  needs  and  are  in  the  beat 
position  to  provide  the  needed  flnancing  and  services  to  facilitate  cooperative 
agricultural  exports. 

Next,  I  would  direct  my  remarks  to  the  proposed  am^idments  providing 
for  changing  the  eligibility  requirements  to  borrow  from  the  bank  for  co- 
operatives from  a  minimum  of  SO  percent  (70  percent  in  case  of  rural  electric 
ntlllties)  of  voting  rights  to  be  maintained  by  farmer  members  to  60  percent. 
The  composition  of  rural  America  continues  to  change  with  more  and  more  non- 
farm  people  moving  into  rural  areas.  The  cooperatives  are  providing  goods  and 
services  to  these  people.  Rural  electric  cooperatlvefi  are  required  tinder  the  area 
coverage  concept  to  provide  service  to  any  person  living  within  their  territory. 
Persons  receiving  electrical  service  from  these  utilities  become  voting  members, 
thereby,  reducing  the  percentage  of  voting  rights  held  by  bonaflde  farmers. 

The  banks  for  cooperatives  are  currently  providing  in  excess  of  91  billion  In 
flnancing  to  rural  electric  utilities  Including  over  |400  million  in  the  fourth 
farm  credit  district.  The  banks  for  cooperatives  are  a  viable  sonrce  of  credit 
for  the  rural  electrics  that  qualify. 

It  is  becoming  Increasingly  difficult  tor  a  few  farm  supply  and  certain  other 
cooperatives  to  conUnue  to  maintain  their  eligibility  to  borrow  from  the  banka 
for  cooperatives,  especially  in  the  more  heavily  populated  areas.  The  60  percent 
minimum  maintains  the  principles  of  farmer  control  for  cooperatives  served  by 
banks  for  cooperatives.  This  Is  optional  and  a  farm  credit  district  may  set  a 
higher  percentage  requirement  should  such  be  deemed  desirable. 

I  would  also  call  attention  to  the  authority  to  Incorporate  system  service 
entitles.  The  1971  Farm  Credit  Act  empowers  district  bMirds  to  authorise  agree- 
ments between  Institutions  within  a  district,  and  between  districts  for  the 
provision  of  Joint  services  and  other  nonlendlng  acdvities.  The  act  does  not 
provide  for  the  incorporation  of  institutions  other  than  the  type  presently  exist- 
ing in  the  Bjet^m. 

The  lack  of  statutory  authority  Is  at  least  one  reason  for  the  noncorporate 
form  of  farmbank  services  and  the  fiscal  agency.  These  hawen  to  be  Joint  ven- 
tures  of  all  37  farm  credit  banks. 

The  authority  to  incorporate  systems  service  entities  would  in  no  way  author- 
ize expansion  of  system  activities.  The  purposes,  powers  and  responslbllitlos 
should  be  spelled  out  In  a  manner  similar  to  the  way  they  are  si»elled  out  for 
existing  farm  credit  Inatituttons.  It  will  enhance  the  efficiency  and  capabilitlea 
of  the  farm  credit  system. 


ly  Google 


470 

In  summary,  I  feel  It  Is  extremtiy  Important  tliat  the  E^nn  Credit  Act  A 
menta  of  1979  be  enacted  Into  taw,  thereby,  providing  for  ■  stronger  ronl  Aaux- 
Ica  and  additlonall;  providing  for  favorable  boiefltsto  oar  Nation. 

Mr.  Madioan.  We  have  Mr,  Don  Sands;  then  Mr.  Roecoe  Gibecm; 
then  Mr.  Paul  Meuser  from  Ohio. 
Mr.  Sands  is  with  the  Gold  Kist  Corp.  from  ^Atlanta,  Ga. 

STATEHENT  07  DOV  W.  SARDS,  EXECUTIVE  VICE  FBESHKEHT,  GOLD 
KIST,  INC.,  ATLANTA,  GA. 

Mr.  Sands.  Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
J).  W,  Sands,  executive  vice  president  of  Gold  Kist  Inc.,  Atluita,  Ga. 
Ajs  an  oflicer  of  a  major  farm  supply  and  marketing  cooperative,  I 
represent  one  of  the  largest  users  of  the  cooperative  farm  credit 
system.  Gold  Kist  is  a  Ions-time  borrower  from  the  Columbia  Bank 
for  Cooperatives  and  the  Central  Bank  for  Cooperatives  which  par- 
ticipates in  loans  originated  through  Colmnbia. 

Gold  Kist  is  farmer  owned  and  controlled.  Net  margins  are  returned 
to  members  annually  in  proportion  to  the  use  each  makes  of  (Jold 
Kist's  services. 

Organized  in  1933  as  a  cooperative  to  market  cotton.  Gold  Kist 
has  grown  and  expanded  its  operations  to  meet  the  needs  of  today's 
farmers. 

Overall,  Gold  Kist  serves  over  250,000  farmer  mwnbers  directly 
and  through  local  cooperatives.  In  Tennessee,  21  grain  and  sc^bean 
receiving  locations  are  served  b^  Gold  Kist  to  assist  farmers  in  mar- 
keting their  crops.  Proceeds  paid  fanners  in  Tennessee  for  grain  and 
soybeans  marketed  last  year  through  Gold  Kist  amounted  to  $100 
million.  Approximately  13,000  farmers  in  Tennessee  are  Gold  Kist 
members. 

Gold  Kist  is  one  of  the  largest  poultry  processors  in  the  naticm, 
operating  facilities  which  process  and  market  chickens  and  other  poul- 
try products.  Feed  mills  and  an  egg  processing  plant  are  an  integral 
part  of  the  poultry  operation.  Gold  Kist  operates  plant  food  manu- 
facturing facilities  and  other  production  plants  which  serve  the  input 
needs  for  farmers  mutual  exchanges,  of  which  there  are  over  180  in 
Georgia,  Alabama,  Florida,  and  South  Carolina.  Many  of  these  local 
cooperatives  serve  as  receiving  points  for  peanuts,  pecai^  grain,  and 
soybeans  from  local  farmers. 

Gold  Kist  operates  three  soybean  processing  plants  including  one 
at  Marks,  Miss.,  and  several  shelling  plants  and  is  the  largest  processor 
of  peanuts  in  the  world. 

in  our  most  recent  operating  year,  Gold  Kist  had  sales  in  the  amomit 
of  $1.7  billion.  Farmer  member  investment  in  the  cooperative  is  now 
approximately  $160  million.  This  investment  supports  the  borrowed 
capital  required  to  operate  the  diversified  business  of  Gold  Kist.  In 
connection  with  borrowing  from  the  banks  for  cooperatives,  Gold  Kist 
is  an  owner  in  the  farm  credit  system  through  stock  owned  in  the  CJo- 
lumbia  Bank  for  Cooperatives.  As  an  owner  in  the  cooperative  bank- 
ing system,  we  constantly  seek  ways  to  better  utilize  our  investment. 

One  method  by  which  use  of  this  investment  can  be  furthered  is 
through  the  entry  of  the  banks  for  cooperatives  into  the  export  financ- 
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ing  field.  The  Farm  Credit  Act  Amendments  of  1979  contain  i>rovi- 
sions  which  would  enable  banks  for  cooperatives  to  do  just  this.  If 
passed,  this  bill  would  have  a  far-ranging  impact  on  our  cooperative 
and  its  members. 

In  response  to  the  need  to  expand  markets  for  agricultural  products 
for  its  members,  Gold  Kist  has  been  an  exporter  for  a  number  of  years. 
Our  early  export  concentration  was  in  coUon,  poultry,  and  peanuts.  In 
1973,  we  established  an  International  Marketing  Division  to  concen- 
trate our  marketing  expertise  in  world  trade.  In  recent  years,  our  ex- 
port sales  operations  have  increased,  including  the  chartering  of  ves- 
sels for  delivery  for  goods  to  foreign  destinations.  For  our  most  recent 
operating  year,  a  gross  volume  of  export  sales  amounted  to  approxi- 
mately $216  million,  an  increase  of  almost  100  percent  over  the  mar- 
keting levels  of  a  year  earlier.  Total  export  sales  amounted  to  approxi- 
matey  13  percent  of  the  business  that  we  did.  To  give  you  an  example 
of  our  growth  in  this  area,  less  than  5  percent  of  our  total  volume  was 
in  export  sales  as  recently  as  1974. 

Our  objective  in  the  International  Marketing  Division  is  to  become 
a  dependable  source  of  supply  for  export  customers  and  thereby  help 
maintain  good  outlets  for  the  products  we  market  on  behalf  of  our 
members. 

Sales  made  early  in  our  export  efforts  were  on  an  f  .o.b.  point  of  ship- 
ment basis.  However,  as  sales  have  expanded,  different  methods  of 
selling  and  collecting  have  been  utilized  in  order  to  be  competitive^ 
with  other  exporters  and,  in  order  to  be  of  the  best  service  to  our  ex- 
port customers  by  providing  different  terms  of  sale,  we  haVe  been  able 
to  expand  our  export  marketings.  This  has  been  important  to  our 
farmer  members  who  have  found  that  our  ability  to  move  commodities 
into  export  markets  has  helped  in  stabilizing  domestic  prices  and  has 
provided  additional  service  that  Grold  Kist  as  a  cooperative  can  pro- 
vide to  its  members. 

Gold  Kist's  diversification  reflects  the  diversified  nature  of  agri- 
culture in  the  South  and  Southwest.  Our  exjiort  marketing  of  those 
commodities  produced  on  thousands  of  family  farms  is  Dkewise  a 
result  of  our  diversification  efforts.  Over  $100  million  worth  of  soy- 
beans and  their  derivative  products,  over  $55  million  worth  of  peanuts 
and  $20  million  of  poultry  exported  last  year  attest  to  the  importance 
of  the  export  trade  to  our  cooperative  and  its  members.  Margms  made 
on  the  export  portion  of  our  business  originated  from  member  stock- 
holders are  distributed  to  our  operating  divisions.  Thus,  the  ultimate 
member  return  for  products  marketfS  through  the  cooperative  is 
enhanced. 

Our  plans  are  to  aggressively  seek  to  expand  export  marketing  of 
our  members*  products.  Our  board  of  diredors,  made  up  of  13  farm- 
ers who  hail  from  States  all  the  way  from  South  Carolina  to  Okla- 
homa, feels  it  is  in  the  best  interest  of  our  members  for  Gold  Kist  to 
continue  to  be  aggressive  in  world  trade.  We  are  committing  addi- 
tional resources  to  this  end. 

As  an  example,  Gold  Kist,  along  with  six  U.S.  cooperatives,  have 
joined  four  European  cooperatives  in  operating  InTrade,  Inc.  This 
firm  now  owns  50  percent  of  a  major  European  commodity  trading 
company. 
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Through  cooperation,  our  goal  is  to  mazimize  oar  joint  effortB  in 
I  obtaining  as  favorable  position  as  possible  in  export  marketinc.  Tim 
goal  arises  from  tho  efforts  of  U.S.  farm  marketing  cooperatives  to 
seek  the  best  price  possible  for  their  farmer  members.  The  mflstionar; 
spiral  of  agricultural  input  costs  leaves  fanners  with  only  two 
choices — increase  production  and  attain  economies  of  scale  on  th^ 
farms  or  obtain  a  larger  share  of  the  consumer's  expenditures  for  food 
and  fiber. 

Often  cited  are  the  statistics  which  reflect  that  farmer  cooperativeB 
handle  44  percent  of  U.S.  grain  at  the  point  of  first  sale,  out  they 
handle  leas  than  10  percent  at  the  export  sale  level.  Our  farmer  mem- 
bers are  asking  us  to  do  a  better  job  m  this  area ;  that  is,  they  want  ns 
to  increase  cooperative  market  snares  closer  to  ultimate  consumerB. 

In  this  connection,  we  respectfully  submit  to  you  our  views  on  thb 
Farm  Credit  Act  Amendments  of  1979.  It  is  our  belief  that  the  btob 
for  cooperatives,  given  legislative  authority,  can  be  a  positive  factor 
in  assisting  farmer  cooperatives  in  expanding  their  share  of  ezprart 
trade. 

We  feel  strongly  that  the  public  interest  will  be  best  served  and 
our  Nation's  poliCT  of  trade  expansion  supported  by  favorable  con- 
sideration of  the  Farm  Credit  Act  Amendments  of  1979.  The  export 
financing  provisions,  which  will  be  directly  commented  on  later,  are 
consistent  with  longstanding  congressional  intentions  that  the  banks 
for  cooperatives  should  serve  fully  Uie  credit  xnd  financially  related 
needs  of  America's  farm  supply  and  marketing  cooperatives.  The 
Farm  Credit  Act  of  1971  makes  specific  reference  to  the  need  to  oim- 
tinue  to  update  credit  and  other  services  of  the  farm  credit  system 
in  order  to  meet  the  dian^ng  needs  of  agriculture  and  the  Nidion's 
agricultural  cooperatives.  The  Farm  Credit  Act  Amendments  of  1979 
provide  a  direct  and  po^tive  step  forward  by  allowing  members  of 
cooperatives  added  access  to  a  growing  world  market  for  agiicultm^ 
products. 

In  over  45  years  of  existence,  the  banks  for  cooperatives  syBteaa 
has  built  a  strong  experienced  bese  in  dealing  with  cooperatives.  These 
cooperatives  are  moving  into  world  trade  to  a  greater  extent  eat^ 
year.  Effective  banking  services  and  sound  financial  transactions  are 
a  crucial  part  of  profitable  international  trade.  Delays  in  transfers  of 
funds  and  similar  problems  can  reduce  cooperatives'  ability  to  ccHn- 
pete  effectively  with  other  exporting  firms.  Our  member  owned  banks 
can  now  carry  our  financing  to  the  point  of  esport,  but  not  beyond. 
It  is  a  perfectly  logical  extaision  of  the  bonks  for  cooperatives'  serv- 
ices to  follow  their  member  borrowers  into  international  trade  with 
appropriate  financial  accommodations  to  serve  specializ^  needs. 

Fanners  invest  in  cooperatives  primarily  through  retained  patron- 
age allocations.  This  retained  capital  is  not  available  to  farmers  to 
assist  in  financing  their  own  operations.  Likewise,  the  capital  in- 
vested in  banks  for  cooperatives  by  its  member  borrowers  is  cosUy. 
Its  use  should  be  maximized.  Cooperatives  currently  have  $800  milliim 
invested  in  the  Imnks  for  cooperatives.  Why  should  we  not  gain  fur- 
ther use  of  our  cooperatives'  investment  in  the  hanks  by  gaining 
additional  advantages  for  our  mMnbers  and  using  the  banks'  serv- 
ices to  finance  farm  exports.  We  at  Gtold  Kist  see  opportunities  to  mor« 
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rapidly  expand  into  world  trade  if  tlie  Farm  Credit  Act  Amesndmraite 
of  1979  are  passed.  We  feel  secure  in  speaking  for  other  cooperatives 
engaged  in  the  export  marketing  of  over  a  dozen  difEerent  U.S.  com- 
modities to  many  different  countries  abroad  as  well.  _ 

Specifically,  while  there  are  eight  provisions  in  the  Farm  Credit 
Act  Amaidments  of  1979  relating  to  export  financing,  each  of  which 
is  important,  we  will  comment  only  on  several  of  the  major  items. 

To  gain  an  effective  ability  to  a^ist  its  members  in  financing  their, 
transactions  in  foreign  trade,  banks  for  cooperatives  need  the  author- 
ity to  establish  correspondent  relationships  with  foreign  bulks  to  ex- 
pedite payments  and  collections.  In  the  case  of  Gold  Kist,  as  we 
rapidly  expand  our  export  sales,  the  use  of  our  own  cooperative  bank- 
ing system  to  facilitate  transactions  will  help  us  manage  our  cash 
more  effectively— with  the  ultimate  beneficiary  of  this  being  our 
farmer  members.  Gold  Kist,  in  recait  years,  has  found  it  ver?  advui- 
tageous  to  use  bankers  acceptances  as  a  key  tool  in  our  financial  man- 
agement and  so  have  other  U.S.  cooperatives.  Clear  statutory  author- 
ity is  needed  by  the  banks  for  cooperatives  to  allow  the  purchase  and 
sale  of  acceptances. 

Gold  Kist  and  other  diversified  cooperative  marketing  firms  have 
found  that  the  best  arrangement  for  certain  types  of  ventures  used  to 
facilitate  international  trade  may  be  through  investment  in  sub- 
sidiaries or  by  establishing  certain  trade  rSationships.  Presently, 
banks  for  cooperatives  are  prohibited  from  assisting  Uieir  members 
in  financing  such  arrangements  although  a  clear  and  direct  benefit 
from  the  arrangement  runs  to  the  cooperative.  In  those  cases  where 
substantial  benefits  from  the  loan  arise  to  the  cooperative,  it  seems 
to  us  that  banks  for  cooperatives*  participation  should  be  permitted. 
Such  authority  would  simply  allow  U.S.  cooperatives  to  furuier  utilize 
their  own  banking  system. 

While  we  discuss  here  several  added  authorities  sought  by  banks 
for  cooperatives,  I  would  like  to  make  the  point  that  we  seek  for  the 
cooperative  banking  system  no  authorities  in  international  transac- 
tions which  are  not  now  available  to  the  commercial  banking  in- 
stitutions of  the  Nation, 

The  essence  of  this  testimony  is  to  seek  from  Congress  added  flexi- 
bility for  the  banks  for  cooperatives  system.  The  policy  of  Congress, 
as  established  in  the  Farm  Credit  Act  of  1971,  is  for  user  direction 
of  the  farm  credit  system  under  the  broad  policies  of  the  Federal 
Farm  Cre,dit  Board  with  supervision  by  the  Farm  Credit  Adminis- 
tration. Since  that  landmark  legislation  was  enacted,  progress  has 
been  si^ificant  in  the  farm  credit  banks  and  associations.  However, 
the  rapid  changes  in  our  operating  environment  calls  for  expanded 
authorities  to  meet  the  need  of  agriculture  and  the  Nation's  fanner 
cooperatives. 

I  can  speak  firsthand  as  to  the  many  benefits  which  have  accrued  to 
cooperatives  from  doins  business  with  the  banks  for  cooperatives, 
lyooking  ahead,  we  tni^  the  subcommittee  will  see  fit  to  approve  the 
new  auth"rities  needed  by  banks  for  cooperatives. 

Gold  Kist  is  grateful  for  this  opportunity  to  express  its  views  be- 
fore this  subcommittee  on  the  Farm  Credit  Act  Amendments  of  1979 
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and  wishes  to  go  on  record  as  being  in  favor  of  this  proposed  l^isla- 
tion. 

I  would  be  pleased  to  respond  to  any  questions. 

Mr.  Madiqan.  Mr.  Sands,  we  are  goin^  to  take  more  witnesses  and 
then  we're  going  to  have  a  panel  discussion  and  question  and  answer 
period.  I  hope  that  you  will  be  able  to  stay  and  take  part  in  that. 

Mr.  Jones  should  be  back  very  quickly  and  we  want  him  to  be  here 
for  the  question  and  answer  period. 

Mr.  Roscoe  Gibson  from  Clarksburg,  Mo. 

stateheut  of  roscoe  r.  oibsor,  fabheb,  clabesbubg,  xo., 
bepbesehtinq  jefferson  citt  frosuction  okedit  assooia- 
tioh,  sixth  farm  credit  si8tbict 

Mr.  Gibson.  Mr.  Congressman,  I  am  Roscoe  Gibson  from  a  little 
town  right  in  the  center  of  Missouri  by  the  name  of  Clarksburg. 

I  own  and  operate  an  1,100  acre  crop  and  livestock  farm.  I'm  appear- 
ing here  in  a  dual  role.  First,  to  express  my  personal  views  as  a  farmer; 
and  second,  as  representative  of  the  Jefferson  City  Production  Credit 
Association. 

I  have  been  a  member  of  the  Jefferson  City  Production  Credit  Asso- 
ciation for  many  years.  I  am  now  chairman  of  the  board  of  directors 
of  the  association  that  serves  2,200  members  in  our  area. 

The  Production  Credit  Associations  of  the  sixth  district  are  serving 
the  needs  of  their  farmers  by  providing  related  financial  services. 

The  services  are  strictly  optional  on  the  part  of  the  members.  I  have 
used  most  of  these  services  and  continue  to  use  them,  and  I  believe  that 
I  have  profited  by  this  participation. 

The  most  recent  optional  services  being  offered  is  the  property  and 
farm  liability. 

I  am  one  of  the  122  members  of  the  Jefferson  City  Production 
Credit  Association  that  is  using  this  related  farm  service. 

At  my  request,  the  directxir  of  related  services  visited  my  home  and 
made  a  complete  review  of  my  insurance  coverage.  This  is  the  first 
time  that  an  insurance  agent  visited  my  farm  for  this  purpose,  and  I 
have  been  farming  for  nearly  30  years, 

I've  always  had  to  call  at  his  office, 

Onr  farm  home  was  9  years  old  when  we  entered  the  PCA  insur- 
ance program.  I  found  that  it  wns  covered  at  62^  percent  of  its 
value.  It  would  have  been  covered  at  only  50  percent  oi  its  value  had 
I  not  1  year  previously  insisted  that  it  be  raised. 

My  liability  insurance  was  $50,000.  It  is  now  at  $300,000,  which  ia 
in  line  with  my  investment  and  exposure  to  possible  liability  claims. 

It  was  pointed  out  that  I  needed  to  drop  coverage  on  nonfunctional 
buildings  and  increase  coverage  on  machinery,  equipment  and  build- 
ings that  were  vital  to  my  farm  operation. 

I  have  some  figures  that  indicate  my  previous  coverage  and  how 
the  coverage  is  updated  yearly. 

The  insurance  on  my  farm  home  with  my  previous  agent  was 
$40,000.  That  had  been  raised  $10,000  in  1  year. 

The  first  year  I  was  with  PCA  we  raised  it  to  $56/XX)  and  this  year 
we  went  up  to  $66,000. 
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My  dwelling  contents  was  raised  likewise. 

I  happen  to  have  three  tenant  dwellings  on  my  farm  and  these  were 
raised  at  50  percent 

My  bams  and  outbuildings  were  almost  insured  to  where  I  have  them 
insured  now.  I  had  them  rather  adequately  insured. 

But  my  farm  equipment  was  increased  by  50  percent,  and  liability 
by  $260,000. 

I  was  very  fortunate  that  I  did  not  hare  a  serious  accident  or  I  mi^t 
be  in  trouble  with  my  finances  on  the  fann. 

I  think  anybody  could  easily  say  or  criticize  me  for  not  keeping  atop 
of  my  insurance  needs.  This  criticism  would  be  justified. 

A  farm  production  unit  is  a  complex  business  today.  We  need  special- 
ists for  counseling  in  fertilization,  feeding  of  livestock,  taxes  and  also 
in  insurance. 

I  bought  a  $15,000  self-propelled  haybine  this  summer.  It  showed  up 
in  my  monthly  Agrifax  record  service  being  provided  by  my  PCA. 

The  field  man  called  me  to  ask  if  I  wanted  to  insure  the  machine. 
This  is  what  I  call  good  insurance  service. 

By  the  way,  for  your  information,  I  didnt  have  to  borrow  the  money 
to  buy  this  machine. 

As  chairman  of  the  board  of  directors,  we  feel  that  our  ability  to  ade- 
quately finance  our  members  is  tied  to  their  financial  stability. 

We  have  data  to  indicate  that  prior  to  PCA  entering  into  the  casualty 
insurance  area  that  many  of  our  members  were  vulnerable  to  serious 
financial  losses. 

Contrary  to  the  assertions  that  PCA's  are  nonprofessional  in  the  in- 
surance field,  it  would  appear  in  our  experience  with  108  members  that 
there  has  been  poor  servicing  of  the  insurance  needs. 

Every  farm  operator  needs  sufficient  liability  coverage. 

We  found  that  only  10  percent  of  the  members  that  we  have  insured 
had  sufficient  or  adequate  liability  coverage. 

Twenty-three  percent  or  25  of  the  108  had  no  farm  liability  whatso- 
ever. One  serious  accident  and  they  would  have  been  out  of  business. 

Twenty-seven  had  only  $25,000;  29  had  $50,000;  17  at  $100,000;  and 
only  10  out  of  108  had  $200,000  or  more,  what  we  believe  is  adequate 
liability  insurance. 

Some  insurance  companies  do  not  insure  the  farm  dwelling  at  a  rate 
that  it  should  be  insured.  We  believe  that  the  farm  dwelling  is  a  vital 
part  of  the  insurance  business. 

If  it  is  seriously  damaged  or  destroyed,  it  will  greatly  affect  that 
producti<wi  unit.  A  study  of  101  policies  written  shows  a  definite 
under-insuring  on  the  farm  dwelling  and  the  farm  contents. 

In  order  to  adequately  insure  these,  we  had  to  increase  insurance  by 
77  percent. 

PCA's  are  co-ops  consisting  of  farmers  who  do  business  with 
farmers  and  farmers  only.  These  farmers  need  profession^  insurance 
service,  and  it  is  my  opinion  that  these  fanners  will  do  business  with 
whoever  provides  the  best  service,  whether  it  be  an  indepwident  agent 
or  a  PCA. 

Our  related  insurance  program  is  a  service  to  our  members.  TTpon 
request  from  the  member,  the  entire  farm  insurance  program  is 
examined. 
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Suggeetions  are  made  concerning  the  adequacy  of  the  con     ^ 
Some  30  to  35  percent  of  the  reviews  result  in  the  members  updatuog 
their  insurajice  covera,ge  with  their  present  carriers. 

I  have  tried  to  indicate  that  eadi  member  is  advised  of  their  in- 
surance needs.  They  may  or  may  not  accept  this  advice. 

If  they  do,  they  may  purchase  their  insurance  from  any  acent. 

Our  insurance  aeenta  in  the  PCA,  if  you  want  to  caU  than  that, 
are  salaried  individuals.  The  farmer  member  is  not  pressured  to  boy 
PCA  insurance. 

We  have  21  percent  of  the  nonreal  estate  farm  loans  in  our  ana. 
We  provide  related  insurance  services  for  members  wily. 

Slightly  less  than  SO  percent  of  our  members  carry  credit  lifo  in- 
surance through  the  PCA.  Less  than  10  percent  of  t^ese  members  have 
crop  hail,  and  6.9  percent  of  them  cany  proper^  and  liability  cover- 
age. This  is  an  extremely  small  percentage  of  the  farm  insurance 
business. 

The  Farm  Credit  System  should  retain  its  present  authority  to  offer 
credit-related  insurance.  To  the  extent  that  insurance  losses  m&v  jeop- 
ardize loan  repayment,  the  system  and  the  investing  public  nave  a 
legitimate  interest  in  seeing  that  the  system  borrowers  have  an  ade- 
quate and  timely  insurance  service  available. 

I  believe  that  PCA's  ability  to  provide  insurance  services  will  en- 
courage those  already  in  the  farm  insurance  market  to  provide  better 
service.  We  believe  this  is  coming  about  in  our  12-county  area  today. 
I  observed  an  insurance  agent  visiting  a  neighbor  of  mine.  I  certain^ 
hope  that  he  was  updating  the  insurance  program. 

I  am  pleased  with  the  service  I  am  receiving  from  the  PCA's  on 
credit  life,  crop  hail,  property,  and  liability  insurance.  I  went  PCA  to 
write  my  insurance. 

Real  quickly,  I  have  seven  short  reasons  of  why  I  think  that  I  should 
have  an  opportunity  to  buy  PCA  insurance. 

First,  PCA's  ai'e  not  in  the  insurance  business.  They  are  in  the  loan 
business,  and  in  the  business  of  offering  only  credit-related  services  to 
their  farmer  members. 

Second,  agents  understand  farm  business.  Our  agents  understand 
the  farm  busmess  and  the  financial  needs  of  farmers.  He  realizing  that 
a  finishing  house  may  cost  $75,000  to  $100,000  to  replace,  and  some- 
times it's  difficult  to  get  that  type  of  insurance  on  this  tyjw  of  a 
structure. 

They  are  trained  to  provide  the  insurance  needs  to  protect  my 
financial  obligations  and  that's  what  insurance  is  for.  They  provide 
me  with  timely  insurance  service.  They  know  of  my  capitol  invest- 
m«tts  so  they  can  keep  my  coverage  current.  They  update  my  coverage 
annually. 

They  just  dont  send  me  a  bill,  as  my  previous  agent  did,  once  per 
year,  and  say,  "You  owe  $1,300."  They  really  update  my  insurance. 
I  am  a  stockholder  of  the  PCA  that  does  business  only  with  farm 
members.  We  should  be  able  to  provide  insurance  to  our  membeis  as 
do  other  co-ops  and  other  organizations. 

PCA's  will  provide  sound  insurance  counseling.  Yet  if  I  want  to, 
I  can  choose  another  carrier.  I  do  not  have  to  use  PCA.  PCA  is  in- 
terested in  my  financial  stability,  not  just  the  insurance  premium. 
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And  lastly,  the  net  profit,  if  any,  and  so  far  I  dont  think  weVe  had 
much  net  profit,  is  returned  to  our  co-op  to  add  to  our  financial 
structure. 

Thank  you  very  much  for  the  opportunity  to  appear  before  this 
committee. 

Mr.  Madioan.  Thank  you  very  much,  Mr.  Gibson. 

Our  last  witness  is  Mr.  Paul  Meuser,  president  of  the  Columbus, 
Ohio,  PCA. 

STATEUEST  OF  PAUL  T.  METJSEB,  CHAZSHAK,  BOASI)  07  SISEC- 
TOBS,  C0L1TUBVS  FSOSITCTIOV  CBEDIT  ASSOCIATIOH,  FOtTXTH 
DISTBICT,  FABH  CBEDIT  SYSTEH,  COLITHBUS.  OHIO 

Mr.  Meuser.  I  am  Paul  Meuser,  chairman  of  the  board  of  directors 
of  the  Columbus  Production  Credit  Assodation. 

My  association  has  $17  million  in  assets,  $143  million  outstanding, 
and  we  service  approximately  4,000  members. 

I  appreciate  the  opportunity  to  present  the  Production  Credit  As- 
sociation's view  concerning;  the  10-year  loan,  which  I  feel  should  be  a 
part  of  House  bill  4782,  tlie  Farm  Oedit  Act  Amendments  of  1979. 

My  testimony  will  be  concise  and  kept  within  the  framework  of 
fact,  the  fact  being  the  knowledge  of  the  past  with  regard  to  the  busi- 
ness of  agriculture. 

Fact  1.  Consider  the  tremendous  increase  in  funds  needed  to  man- 
age productively  today's  American  farmer.  As  an  example,  yesterday's 
combine  probably  cost  $15,000;  today's  $75,000;  and  tomorrow's,  wno 
knows,  probably  $150,000. 

Fact  2.  The  average  size  loan  in  my  association  has  increased  320 
percent  within  the  last  10  years.  A  $100,000  loan  in  1969  has  increased 
to  over  $300,000  today. 

Fact  3.  The  burden  of  interest  costs  has  increased  350  percent  on 
each  individual  farm  operator.  The  1969  interest  cost  of  $6,750  is  al- 
most $38,000  today. 

Fact  4.  Yesterday's  farmer  needs  were  basic.  Today's  fanners  needs 
are  integrated  and  tomorrow's  farmer  needs  will  be  highly  sophisti- 
cated, pais  we  haven't  even  touched  on  environmental  and  energy  con- 
servation requirements. 

Fact  5.  In  3  of  the  last  7  years,  the  average  farmer  has  dipped  into 
depreciation  for  living  and  other  related  expenses.  It  is  obvious  that 
any  business  in  the  economic  community  needs  a  longer  period  of  time 
to  recover  from  these  effects  of  weather  and  prices.  As  has  been  said 
here  previously^  refinancing  short-term  debt  to  long-term  debt  is  a 
severe  and  unfair  penalty  to  pay. 

Fact  6.  Inflation  dictates  tnat  the  farmer  receive  a  larger  margin  of 

Erofit  and/or  a  longer  term  to  finance  the  specialized  equipment  and 
ousing  necessary. 

Fact  7.  American  agriculture  is  the  bri^t  spot  in  relation  to  Amer- 
ica's position  in  world  trade.  The  Amencan  consumer  demands  a  rea- 
sonable cost  for  food  products  and  the  competitive  position  of  the 
American  farmer  makes  the  greatest  contribution  to  the  intemationiU 
balance  of  payments.  The  progressive  position  of  American  farmers 
has  to  be  maintained  without  a  doubt. 
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Fact  8.  The  last  changes  to  the  Farm  Credit  Act  were  in  1971. 
Today  we  are  tftUdng  about  amendments  in  1879,  which  mean  that 
a  10-year  loan  in  1987  or  later  will  be  t«o  late. 

Yesterday  when  w0  talked  patriotism,  everyone  rushed  to  the  near- 
est war  zone  to  prove  America  s  greatness. 

Today's  generation  won't  buy  this  type  of  philoeophy. 

The  challenge  of  patriotism  to  we  Americans  tooky  moat  be  in 
terms  of  worla  prestige  and  influence,  balance  of  payments,  consumer 
cost  and  taxpayer  dollars. 

The  beat  answer  we  have  is  America's  great  breadbasbA. 

Gentleman,  we  need  the  10-year  loan.  On  behalf  of  the  Colnmbos 
Production  Credit  Association,  I  appredate  the  opporttmity  to  ex- 
press my  views  before  this  committee. 

Thank  you,  gentlemen.  _ 

Mr.  MAnioAM.  Mr.  Meuser,  thank  you  very  much  for  being  bo 


Ladies  and  gentlemen,  we  have  concluded  the  witness  list  at  the  same 
time  that  our  distinguished  chairman  has  returned  from  his  other 
commitment  at  the  Federal  land  bank. 

Mr.  Joins  of  Tennessee.  Thank  you,  Ed.  I  do  appreciate  your  tak- 
ing the  time  and  the  responsibility  of  looking  after  this  august  body 
while  I  went  to  talk  with  the  Federal  Land  Bank  Aaaouation. 

I  know  the  hearings  that  I  have  missed  have  been  good,  and  I  can 
assure  each  person  who  has  testified  that  I'll  read  it  with  a  great  deal 
of  interest. 

What  I  need  to  ask  you  is  should  I  call  them  back  for  a  panel  I  Dn 
you  think  I  can  effectively  with  staff  bring  out  any  queationB  that 
need  to  be  brought  out  ? 

Mr.  MAnioAN.  I  think  that  the  witnesses  this  morning  have  been 
very  good,  Mr.  Chairman.  The  principal  issue  that  b^  been  dis- 
cu^ed  here  by  these  witnesses  is  the  question  of  the  PCA's  partid- 
pating  in  insurance  underwriting. 

The  othefr  items  that  are  of  some  controvert,  particularly  the  fi- 
nancing of  export  activities  by  cooperatives,  have  been  touched  ca  to 
a  lesser  degree. 
One  or  two  gentlemen  have  mentioned  the  10-year  loan. 
I  think  it  would  be  fair  to  say  that  everyone  that  weVe  heard  in 
these  2  days  is  in  favor  of  the  10-year  loan  proposition. 

There  is  some  controversy  that  attaches  itself  to  the  questitm  of 
financing  cooperative  exports,  and  considerable  controversy  an  the 
insurance  proposition. 

Mr.  JoNZB  of  Tennessee.  So  with  that  I  believe  that  you  are  sayii^ 
that  you  feel  that  the  subjects  have  be«»  covered  sufficiently  in  the 
testimony  and  we  don*t  need  to  ask  any  questions  of  this  group  this 
morning. 

Mr.  Madiqan.  Well,  I  would  leave  that  to  your  discretitm.  I  would 
suspect,  however,  that  if  we  did  ask  questions  and  get  answers,  that 
the  answers  would  be  sompwhat  rpTx-titive,  because  I  don't  think  any- 
body is  going  to  change  their  position, 

Mr,  Jones  of  Tennessee,  I  think  with  that  sngsestion  that  well 
just  recess  until  1 :30  when  well  hear  the  remaining  witnesaea 

[Whereupon,  at  12  K)5  p,m,,  the  hearing  was  recused,  to  recDnTene 
atl  :30  p.m.,  the  same  day.] 
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AXTEBNOON  SESSION 

Mr.  Jones  of  Tennessee.  Gentlemen,  let's  be  seated  and  come  to 
order  and  we'll  proceed  with  the  hearing. 

Before  we  b^;in,  I  want  to  recognize  the  fact  that  the  press  has 
remained  with  us  very  patiently,  andl  appreciate  that  more  than  they 
know,  because  it's  always  good  to  know  that  there's  some  interest  as 
far  as  our  problems  are  concerned,  and  they've  done  a  good  job  of 
covering  the  entire  hearing  time. 

This  afternoon  will  be  a  little  shorter  than  we  probably  anticipated 
from  the  beginning,  because  we've  already  heard  three  witnesses  on 
the  afternoon  list. 

Our  first  witness  this  afternoon  is  Mr.  Elvin  J.  Farrar  of  Dalton, 
GJa. ;  and  then  followed  by  Mr.  John  Beisz,  from  Owensboro,  Ky. 

There  will  be  no  questions  asked  until  we  hear  all  the  witnesses,  and 
there  may  not  be  any  questions  because  I'm  by  myself  this  afternoon. 

Mr.  Farrar,  if  you'll  come  forward,  well  certainly  be  glad  to  hear 
you  at  this  time. 

STATEMEHT  OF  EL7IK  J.  FASRAS,  OEHEEAI  HANAOEB,  HOBTH 
QEOBQIA  ELECTBIC  HEHBEBSEIF  COBF.,  SALTOH,  GA. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  Elvin  J. 
Farrar,  general  manager  of  the  North  Georgia  Electric  Membership 
Corp.  of  Dalton,  Ga.  Our  business  is  an  electric  cooperative,  owned 
by  those  it  serves  with  electricity  and  operated  for  their  benefit. 

We  serve  over  49,000  consumers  in  a  seven-county  area  in  northwest 
Georgia  and  now  have  invested  about  $39  million  in  plant  to  serve 
our  members.  Plant  investment  has  increased  by  $24  million  in  the 
last  10  years  due  to  growth  of  our  system  and  the  inflation,  along 
with  the  purchase  of  some  plant  from  other  utilities  in  an  effort  to 
achieve  economies  in  our  operation.  Thus,  we  have  been  faced  with 
the  need  for  large  capital  investments,  as  have  other  utilities.  In  fact, 
during  the  next  Shears  our  projections  show  that  we  will  need  $8  mil- 
lion for  plant  additions. 

We  are  basically  a  system  of  farm  and  residential  consumers,  like 
most  rural  electric  cooperatives.  In  addition  to  providing  power  for 
dairies,  poultry  production,  et  cetera,  we  serve  thousands  of  part-time 
farm  families.  These  families  usually  have  two  or  more  members  em- 
ployed in  local  rannufacturing  plants  as  well  as  working  on  the  farm. 
Electric  cooperatives  serve  70  percent  of  the  land  area  of  the  United 
States. 

While  we  have  experienced  rapid  growth  in  our  service  area,  we 
still  have  a  rural-based  electric  distribution  system.  As  a  result,  our 
revenue  per  mile  of  line  does  not  compare  favorably  with  local  inves- 
tor owned  utilities.  Thus,  as  our  system  has  grown  and  our  need  for 
capital  increased,  we  have  had  to  seek  a  dependable  source  of  debt 
financing  to  supplement  the  basic  financing  of  our  system  whidh  is 
done  by  the  members  through  retainage  of  our  net  revenues. 

North  Georgia  EMC  has  been  obteining  loans  from  the  Columlna 
Bank  for  Cooperatives,  Columbia.  S.C,  since  1973  with  a  long-term 
loan  being  arranged  in  1977.  This  loan  provides  us  with  a  major  por- 
tion of  the  capitel  we  will  need  for  expansion  and  improvement  of 
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service.  In  order  to  airanee  loans  with  the  Columbia  Bank  for  Co- 
operatives, it  is  necessary  for  us  to  purchase  stock  in  that  institution 
since  it  is  owned  by  its  members,  j  ust  like  we  are. 

As  a  stockholder  of  the  bank  and  a  user  of  its  services,  w6  are  sup- 
porting the  Farm  Credit  Act  Amendments  of  1979.  Particularly,  we 
hope  that  favorable  consideration  can  be  given  to  broadening  the  lend- 
ing authority  of  the  banks  for  cooperatives.  The  present  require- 
ment that  at  least  70  percent  of  the  voting  stock  of  a  rural  utility  co- 
operative be  held  by  farmers,  could  pTace  cooperatives  using  the 
banks  for  cooperatives  in  the  position  of  not  being  able  to  know  if  the 
banks  can  continue  to  serve  them  in  the  future.  'The  rural  electric  co- 
operative needs  this  additional  source  of  funding  as  an  option  in  their 
financial  planning.  By  law,  electric  cooperatives  are  retjuired  to  serve 
anyone  located  in  their  service  area.  Many  who  locate  in  our  area  are 
now  nonfarm  people.  As  urban  areas  grow  and  fanning  beoHnes  more 
specialized  we  may  see  a  decline  in  the  part-time  farmer  and  more 
density  in  our  service  area. 

As  the  number  of  persons  dependent  on  agriculture  for  a  portion  of 
their  livelihood  continues  to  decline,  many  electric  cooperatives  now 
able  to  borrow  from  the  banks  for  cooperatives  may  nave  difficulty 
obtaining  the  capital  they  need  not  only  to  serve  new  consumers  but 
to  continue  to  adequately  serve  those  who  have  been  members  for  many 
years. 

While  the  Rural  Electric  Administration  makes  loans  to  fund  a 
portion  of  the  long-term  capital  needs  of  most  rural  electric  coopera- 
tivee,  there  are  some  cooperatives  such  as  ours  which  are  not  able  to 
avail  ourselves  of  capital  from  that  source.  Our  cooperative  repaid  an 
original  REA  loan  in  1968  and  recertification  to  torrow  from  RKA 
at  this  time  is  not  economically  feasible.  Thus,  the  ability  for  us  to 
obtain  capital  from  other  sources,  such  as  the  banks  for  cooperatiyee, 
is  critical  to  our  cooperative's  future  and  to  the  econtMnic  well-being 
of  our  members. 

In  our  opinion,  the  farm  credit  system  was  established  by  Congress 
to  serve  the  rural  population.  Years  ago,  this  populatim  was  laigaly 
made  up  only  of  farm  families.  Changes  in  the  farm  credit  legislation 
over  the  years  have  been  made  in  response  to  the  recognition  that  the 
makeup  of  the  rural  population  has  changed.  'Hierp  are  fewer  families 
depending  on  farm  income  as  their  sole  source  of  income, 

Updatinff  of  legislative  authority  is  needed  again  to  provide  that 
the  banks  ror  cooperatives  can  contmue  to  help  rural  electric  coopera- 
tives by  furnishing  loans  needed  to  meet  a  porti(Hi  of  their  capital 
investment  requirements. 

We  respectfully  request  fovorable  action  by  Ccmgress  on  the  Farm 
Credit  Act  Amendment  of  1979. 

I  will  be  pleased  to  respond  to  any  questions. 

Mr.  JoHEs  of  Tennessee.  Thank  you  very  much,  Mr.  Farrar,  and  we 
m^  want  to  ask  you  a  question  or  two. 

I  want  to  add  this  to  what  has  been  said  about  RGA'g  and  your  bor- 
rowing authority.  In  some  of  the  other  hearings  that  we've  cmducted, 
we've  liad  testimony  favorable  to  the  same  question  that  you  raised 
here. 

Mr.  John  Reisz  we're  delighted  that  you  are  here.  Following  your 
testimony  will  be  Mr.  Bardin  Redditt 
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STATEMENT  OF  JOSS  REISZ,  FASMEB  ABB  DIBECTOK,  FEDERAL 
LASD  BASE  ASSOCIATIOH,  HEKDEBSON,  K7. 

Mr.  Reisz.  Mr.  C9iainnan  and  members  of  the  subcommittee,  I  am 
John  Reisz,  owner  and  operator  of  a,  1,200-acre  general  farming 
operation.  I  am  also  a  director  of  the  Federal  Land  Bank  Aasociation 
ot  Henderson,  Ky.  That  association  serves  «ght  counties  in  the  west- 
em  part  of  the  State.  It  has  approzimatel;  ^6  million  in  loans  ont- 
stanoing  to  1,000  borroweis.  It  is  a  part  of  the  Fourth  Farm  Credit 
District  which  has  over  $3  billion  in  loans  outstanding  to  about  68,000 
borrowers. 

The  Federal  land  bank  system  is  a  great  success  story  of  Government 
and  agriculture  working  togetfher  cooperatively  to  adiieve  the  de- 
velopment of  a  farmer-owned  system  which  helps  the  farmer  help 
himself  while  providing  food  and  fiber  for  his  fellowman.  The  farm 
credit  system  is  essential  to  the  perpetuation  of  a  healthy  agricultural 
industry — the  largest  and  most  unportant  industry  in  America.  I  ap- 
preciate Phis  opportunity  to  come  before  you  and  express  views  relative 
to  not  only  the  importance  of  the  Systran,  but  the  significance  of  the 
passage  of  the  Farm  Credit  Act  Amendments  of  1979 — H.R.  4782. 

At  this  point  it  is  well  to  refer  to  the  obiectives  and  purposes  of  the 
farm  credit  system  and  the  Farm  Credit  Act  of  1971.  The  obiective  of 
the  system  as  defined  in  the  Farm  Credit  Act  of  1971  is,  and  I  quote. 
"To  improve  the  income  and  well-being  of  the  American  farmers  and 
ranchers  by  furnishing  sound,  adeque^  and  constructive  credit  and 
closely  related  services  to  them,  their  cooperatives  and  to  selected  farm 
related  businesses  necessary  for  efficient  farm  operations."  The  pro- 
ductivity and  efficiency  of  the  American  farmer  is  unparalleled  any- 
where else  in  American  industry,  and  for  that  matter  in  the  world. 
Adequate,  sound  and  constructive  credit  in  rural  areas  has  been,  and 
will  continue  to  be,  vitally  important  to  euch  agricultural  accomplish- 
ments and  successes,  l^e  farm  credit  Systran  must  be  a  reliable  source 
of  that  credit. 

Another  great  success  story  is  the  American  private  enterprise  sys- 
tem with  its  great  contribution  to  the  industrial  and  commercial 
growth  and  the  exceptional  living  standards  we  enjoy.  The  growing 
burden  of  production  to  feed  and  clothe  the  people  of  the  world  con- 
tinues to  fall  to  a  bi<i  extent  upon  the  shoulders  of  the  American  farm- 
ers; however,  if  they  are  to  respond  to  these  demands  by  increased 
productivity,  the  scope  of  financing  through  the  farm  credit  system  will 
need  to  be  expanded.  Such  expansion  is  being  proposed  in  this  new 
act  amendments  by  the  provision  which  provides  for  increased  financ- 
in<r  for  the  process  and  marketing  activities  of  bona  fide  farmers. 

It  is  imperative  in  this  capital  intensive  industry  that  the  eligibility 
of  financing  by  the  Federal  land  banks  and  the  production  credit 
asRociatioT'S  to  include  processing  and  marketing  activities  directly 
related  to  the  applicant's  farm  operations  be  broadened.  The  American 
agriculture  and  the  people  who  depend  so  heavily  upon  its  products 
would  benefit  rn^atly  from,  the  expanding  scope  of  financial  servicing 
in  this  area.  Farm  credit  system  involvement  to  a  greater  extent  will 
result  in  farmers  acquiring  better  and  more  efficient  processing  and 
marketing  facilities  which  in  turn  will  contribute  to  improved  farm 
income  and  better  overall  cost  efficien<q'. 


ly  Google 


482 

The  oi^ectives  of  the  Farm  Credit  Act  of  1971  eocounges  fiumer 
and  rancher-borrowerB'  participation  in  the  manag^iuit,  contnd  and 
ownership  of  a  permanent  system  of  credit  for  o^culture  that  will 
be  responsive  to  the  credit  needs  of  all  types  of  agncultural  produceis 
having  a  basis  for  credit,  and  to  modernize  and  improve  the  authorixa- 
tifHis  and  means  for  fumishins  such  credit.  The  farmers  and  ranchers 
have  achieved  100  percent  of  ownership  of  their  own  farm  credit 
system  and  do  participate  in  the  management  and  control  of  that  sys- 
tem through  farmer  and  rancher  directors  elected  frron  their  member- 
ship. I  know  frMn  experience  as  a  director  we  have  been  responnve 
and  are  serving  the  credit  needs  of  all  t3'pes  and  sizee  of  farm  enter- 
prises having  abasis  for  credit. 

A  profile  of  the  borrowers  in  the  Fourth  Farm  Credit  Dirtrict 
reflects: 

LMm  amooiit 907,  TIO 

ToUl  aaseta 9488,822 

Total  debts 9168, 789 

Debt«/as8e8t8  <peiGentace) M 

Age  of  borrower 41 

New  loana  (percentage) 6S 

Second  mort^Ke  on  Mcnrltr  (percentage) 14 

Acres  opented „. , S80 

Acres  owned , 207 

Appraised  value $119,  *TO 

AV  per  acre I1.4U 

Loan/AV    (percratagej 57 

This  profile  along  with  the  district  loan  number  and  volume  (58v000 — 
$8  billion-pIus)  supports  a  contention  that  the  farm  credit  system  is 
serving  a  broad  spectrum  of  creditworthy  fanners  and  that  there  is 
s  strong  demand  for  that  credit  service  f  rt>m  this  system  to  sustain  the 
vitality  of  this  great  agricultural  industry. 

Needless  to  say,  agriculture  is  continuing  to  experience  rapid  changee. 
Atfricultural  enterprises  are  becoming  larger,  more  complex  and  m<»B 
diversified.  Tliis  is  becoming  increasingly  essential  as  greater  demands 
are  being  placed  upon  the  productivity  of  individual  units  and  the 
industiT?  as  n  whole.  The  diversification,  particularly  in  the  area  of 
processing  and  marketing  facilities  along  with  the  trend  toward  IcHiger 
and  more  complex  imits,  increases  the  credit  demands  made  upwi  the 
farm  credit  system.  The  system  will  become  an  even  more  dependent 
souree  of  credit  in  the  future,  thus  the  need  for  an  expanded  sc<^>e  of 
statutory  authority  as  provided  in  the  1979  act. 

Credit  in  connection  with  processing  and  marketing  facilities  is  i»- 
s.'ricted  to  farm  operations  with  over  50  percent  of  the  proceanng  and 
marketing  being  produced  by  the  borrower  on  the  loan  security.  In 
many  cases  this  unduly  inhibits  the  development  of  n,  financially  viable 
farm  business  enterprise  and  is  contrary  to  the  stated  objective  in  the 
1971  act ;  therefore,  I  encourajre  favorable  consideration  be  pvea  to 
the  new  Amendments  Act  providing  tot  the  broader  scope  of  lending 
authority. 

As  indicated  earlier,  agriculture  is  continuing  a  rapid  rate  of 
change— new  problems  and  challenges  in  the  area  of  environment  such 
as  energy,  marketing,  processing,  transportation  and  others  must  be 
dealt  with  effectively.  The  Farm  Credit  System  has  done  a  very  good 
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job  of  dealine  with  those  changes  as  far  as  credit  needs  are  concerned 
in  the  past;  however,  to  continue  to  meet  those  challenges  the  system 
must  be  updated  from  time  to  time  or  modernized,  it  you  will,  to 
accommodate  the  growing  credit  requirements  which  will  enable 
farmers  through  their  cooperative  system  to  effectively  deal  with  and 
solve  these  kinds  of  problems  both  now  and  in  the  future.  Congress,  in 
its  infinite  wisdom  and  foresight,  in  the  establishment  of  tiie  great 
Farm  Credit  System,  recognized  that  credit  beyond  the  land  and  pro- 
duction needs  of  farmers  was  necessary  to  enhance  their  operations 
and  income.  By  doing  so,  the  opportunity  is  provided  through  proc- 
essing and/or  marketing  business  extensions  for  them  to  become  price 
makers  instead  of  just  price  takers.  This  of  course  enables  them  to 
bargain  for  a  reasonable  price  for  their  products  in  the  marketplace. 
You  will  agree  that  is  as  it  should  be  in  all  industries. 

An  example  of  a  farmer  engaged  in  production  with  further  inter- 
est in  processing  and  marketing  is  one  who  produces  seed  com.  He 
engages  in  production  off  of  his  own  land,  but  in  order  to  process  his 
own  brand  he  develops  a  seod  corn  plant  and  marketing  facility.  As 
a  result,  he  controls  the  production,  grading  treatment,  bagging  and 
sale  of  the  product. 

Normally,  in  order  to  support  the  investment  in  the  plant,  the  seed 
corn  producer  will  engage  imder  contract  other  farmers  to  produce 
additional  seed  com  to  be  processed  and  marketed  through  his  fecil- 
ity.  This  is  usually  done  with  additional  incentives  which  increase 
their  returns.  As  I  stated  earlier,  under  present  requirements  of  the 
law  and  regulations,  if  the  production  being  processed  from  other 
farmers  under  contract  exceeds  that  of  the  fermer-borrower  who  is 
processing  and  marketing  the  final  seed  product,  his  processing  and 
marketing  venture  would  not  be  eligible  for  financing  by  either  a 
Federal  Land  Bank  or  a  PCA. 

Other  examples  of  business  extensions  of  farmers  into  processing 
and/or  marketing  are :  A  cattle  feeder  processing  his  own  feed  formula 
who  may  provide  the  same  service  for  other  feeders;  alfalfa  ddiydra- 
tion ;  turkey  or  chicken  processing  and  marketing,  et  cetera. 

Again,  the  proposed  legislation,  which  provides  for  the  financing 
and  processing  and/or  marketing  business  of  fanners,  would  clarify 
and  enhance  the  original  intent  of  Congress  in  the  formation  of  the 
system.  It  would  relieve  the  burdens  now  placed  on  farmers  who  in 
borrowing  from  his  own  cooperative  credit  institution,  finds  himself 
in  the  position  of  not  having  adequate  credit  available  from  anch 
institution  for  his  own  processing  or  marketing  business  activity. 
This  surely  is  not  consistent  with  the  objective  of  the  1971  Farm 
Credit  Act,  which  as  stated,  is  to  improve  the  income  and  well-being 
of  American  farmers  by  furnishing  them  with  sound,  adequate  and 
constructive  credit, 

Under  the  present  authority  the  producer  is  forced  to  seek  additional 
credit  from  another  lender.  As  a  result  he  must  deal  with  two  lenders. 
This  can  lead  to  loss  of  control,  lender  experience  and  consequently 
lack  of  continuity  in  his  operations.  The  present  requirement  forces 
him  to  seek  another  lender  when  processing  and/or  marketing  inter- 
ests exceed  his  farm  production  limitations  by  50  percent,  liiis  will 
probably  lead  to  inadequate  credit  for  either  the  farm  or  the  processing 
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or  marketing  facility,  or  both,  because  of  tlie  dilution  of  secarit^  be- 
tween two  lenders  and  differing  loan  administration,  security  or  loan 
repayment  policies.  As  implied  earlier,  the  inability  of  fanners  toeain 
the  advantage  of  obtaining  adequate  credit  through  their  own  Farm 
Credit  System  for  the  aforementioned  reasons  limits  the  ability  to  be 
c<HnpetitiTe  at  processing  and  marketing  points,  ultimately  reeolting 
in  lower  prices  for  producers. 

There  may  be  a  concern  that  the  proposed  1979  act,  which  provides 
the  lending  latitude  needed  in  the  area  of  processing  and  maiteting 
businees,  permits  an  excessive  shift  of  financing  to  the  Federal  Land 
Banks  and  Production  Credit  AssociatiMis.  It  is  my  undentanding 
that  any  such  excessive  shift  in  financing  could  and  would  be  controlled 
by  regulatory  authority  and  by  district  board  policy.  Tba  am«idment 
dealing  with  this  area  of  authority  recognizes  that  needs  are  and  will 
be  different  across  the  Country,  and  therefore  provides  that  those  clos- 
est to  the  grassroots  of  agriculture  will  determine  what  constitutes  an 
excess  of  business  interests  in  processing  and  marketing.  Pn^poeed  in- 
ternal controls  in  this  area  would  again  be  by  district  lending  policy 
and  possibly  bv  individual  assodation  policy.  The  passage  of  tihu 
amendment  will  result  in  a  sound  and  constructive  cre£t  service  where 
a  real  need  exists  and  will  contribute  positively  to  assure  that  such 
combined  vmtuRS  make  the  best  econcnnic  success  for  fanners  and 
rural  America. 

Mr.  Chainnan  and  committee  members,  I  am  grateful  and  apprecia- 
tive for  the  opportunity  to  express  my  views  today  and  wicnild  be 
pleased  to  respond  to  any  questions  you  may  have. 

Mr.  Joins  of  Tennessee.  Mr.  Bardin  Eedditt  is  a  farmer,  National 
C<nnmittee  Federal  Land  Bank  Association  of  Greenwood,  Miss. 
Thank  you  for  attending  this  meeting. 

Mr.  RBDorrr.  Thank  you,  Mr.  Chainnan.  Mr.  Chairman,  I  have  sob- 
mitted  copies  of  my  statement  to  your  staff,  and  at  this  time  I  have  a 
summary  of  that  statement  to  present,  and  I  have  copies  of  it. 

Mr.  JONzs  of  Twmessee.  Very  good.  Well  put  both  in  the  record. 
Well  include  th^  whole  statement  and  then  the  summary, 

STATEKEHT  OF  B.  BABSnr  SEDSITT,  aBEEHWOOD,  HISS.,  BEPBX- 
aEHTnO    FEDEKAL    LARD    BA5K    ASSOCUHOVB    HATIOHAI 


Mr.  SEDDrrr.  Mr.  Chairman,  I  un  Bardin  Bedditt  frun  Green- 
wood, Miss.,  representing  the  Federal  Land  Bank  AsBociati<m8  Na- 
ti<mal  Committee.  Our  cmnmittee  is  composed  of  one  representataTe 
from  each  farm  credit  district  representing  the  land  bank  borrowers 
from  the  district.  It  is  our  function  to  present  to  the  Federal  Board 
grassroots  input  (»i  items  for  con^deration  by  the  Federal  Board.  We 
feel  that  this  grassroots  line  of  communications  to  the  top  policy- 
tnaking  body  of  the  farm  credit  systwn  has  been  instmmental  in 
BtrengUiening  the  land  bank  system  as  we  know  it  today. 

I  am  also  one  of  nine  stockholder  representatives  on  the  New  Orleans 
District  Federal  Land  Bank  Associations  Stockholders  Committee. 

This  committee  acts  as  liaison  between  the  borrowers  and  the  asso- 
Giati(m  to  bank  management  uid  the  district  board.  Both  of  these  com- 
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mittees  are  purely  advisory.  1  am  a  borrower  of  the  Federal  Land 
Bank  Association  of  Greenwood,  and  am  chairman  of  its  board  of 
directors. 

My  other  ^Sliations  with  farm  credit  financed  institutions  includes 
being  a  board  mennber  and  vice  president  of  a  cooperative  giiii  a  di- 
rector of  a  cooperative  farm  supply  and  grain  facility  in  Green- 
wood, and  also  I  obtain  my  production  money  from  the  Greenwood 
Production  Credit  Association.  I  am  also  vice  president  of  Leflore 
County  Farm  Bureau. 

Primarily,  I  am  a  farmer  interested  in  the  cooperative  farm  credit 
system  and  the  Federal  land  bank  in  particular.  I  sincerely  appreciate 
the  opportunity  to  present  niy  views  as  a  member  of  the  Federal  Land 
Bank  Associations  National  Committee  concerning  House  bill  4782,  tlie 
Farm  Credit  Act  Amendments  of  1979. 

This  le^slative  initiativB,  as  submitted  to  Congress,  is  the  best  think- 
ing of  the  farm  credit  system  at  this  time.  Many  proposals  to  amend 
the  act  were  considered  by  various  boards  of  directors  and  committees 
across  the  country . 

Out  of  approximately  60  proposed  suggestions,  28  items  have  finaUy 
evolved  as  a  consensus  of  opinion  of  uie  entire  farm  credit  system. 
To  my  knowledge,  the  land  oanks  and  the  land  bank  associations,  as 
well  as  all  of  the  other  entities  in  the  farm  credit  system,  are  unified 
behind  these  28  legislative  proposals.  Each  part  of  the  farm  credit 
system  has  submitted  these  items  which  it  thinks  would  best  serve 
it  needs.  We  are  reasonably  sure  that  everyone  is  not  totally  satisfied. 
However,  I  can  say  on  behalf  of  the  Federal  Land  Bank  of  New 
Orleans  and  the  Federal  Land  Bank  Associations  National  Committee, 
this  is  the  best  effort  that  can  be  offered  at  this  time  to  improve  the 
Fann  Credit  Act  of  1971. 

Just  2  weeks  ago  at  the  meeting  of  the  Land  Banks  National  Com- 
mittee, it  reapproved  these  28  items  unanimously  without  amend- 
ments. We'd  like  to  see  it  go  through  just  as  it  is  without  any  further 


The  primary  purpose  of  the  legislative  package  is  to  afford  oppor- 
tunity for  eaoi  farm  credit  entity  to  offer  more  efficient  and  effec- 
tive credit  services  to  its  borowera 

This  will  eventually  serve  the  best  interest  of  the  American  pub- 
lic. We  must  be  prepared  to  move  into  the  1980's  with  progressive,  dy- 
namic lending  or^nizations  if  we  are  to  satisfy  the  credit  ne«l  of 
farmers  in  the  coming  decade. 

For  this  reason,  tiie  legislative  package  being  proposed  must  meet 
the  requirements  of  the  coming  years,  and  we  feel  that  it  does  this. 

The  land  bank,  as  well  as  tite  other  brandies  of  tbe  Hrm  credit 
system  pay  their  own  way.  The  funds  we  borrow  are  not  gaaianteed 
by  the  Federal  Government. 

We  recognize  that  the  public  interest  must  be  served  throng  a 
strong  supervisory  posture,  and  we  the  borrowers  pay  for  this  super- 
vision. 

Tlie  land  banks  are  major  farm  lenders.  Nationally,  the  land  banks 
have  34  percent  of  the  l^g-term  farm  mortgage  debt;  individnals 
have  about  34  percent;  FHA  about  6  percent;  and  all  the  otiier  com- 
mercial lending  institutions  have  about  26  percent. 
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Therefore,  we  consideT  ourselves  the  major  lending  institution  on 
farm  credit,  and  we  are  an  integral  part  of  the  competitive  American 
agricultural  system. 

There  is  no  other  segment  in  the  American  economy  that  is  more 
competitive  than  agriculture.  In  fact,  fanners  purchase  most  of  thtar 
inputs  at  retail  and  we  sell  what  we  grow  at  wholesale. 

We  compete  with  industry  for  raw  materials  and  labor. 

Because  of  the  efficiency  of  agriculture,  the  American  people  are 
now  ^nding  about  17  percent  of  their  disposable  income  for  food. 

This  is  certainly  a  bargain  as  compared  to  other  nations,  snch  as 
Russia  where  50  percent  of  the  disposable  income  ia  spent  in  food. 

In  general,  farmers  feel  they  are  providing  fooa  and  fiber  to  the 
consuming  public  of  this  Nation  at  bargain  prices. 

At  the  same  time,  we  arc  feeding  a  large  part  of  the  rest  of  the 
world. 

Because  of  t^e  nature  of  agriculture  and  the  cMnpetitive  nature  of 
fanning  in  general,  we  feel  mat  the  American  public  is  at  a  distinct 
advantage. 

Amencan  agriculture  haa  played  a  major  role  in  maintaining  the 
high  standard  of  living  we've  become  accustomed  to.  In  many  coun- 
tries, wealth  is  measured  by  the  amount  of  food  available  to  its  people. 
If  this  is  true,  we  are  indeed  the  richest  nation  on  ISarth. 

I  feel  that  the  enactment  of  this  proposed  legislation  will  give  Amer- 
ican farmers  an  even  greater  opportunity  to  c<Hitinue  to  provide  food 
and  fiber  to  the  consuming  public  at  bargain  prices. 

Fanners  must  have  a  strong  credit  system  if  they  are  to  continue  to 
have  substantial  contribution  to  the  economy. 

The  major  opposition  that  I've  heard  concerning  this  legislative 
package  has  been  from  groups  or  individuals  who  do  not  want  us,  the 
farmer,  through  our  credit  institutions,  to  compete  with  them. 

A  good  example  of  this  is  the  insurance  where  the  other  suppoaedly 
farm-related  institutions  do  not  want  to  c<Mnpete  with  na,  and  I  sa1>- 
mit  to  you,  Mr.  Chairman,  that  we  need  to  be  able  to  buj  our  insurance 
or  get  any  other  of  our  inputs  fran  the  person  or  institution  that  can 
provide  them  to  us  at  the  least  possible  cost. 

Mr.  Chairman,  the  Land  Bank  Associations  National  Conunittee  ia 
grateful  for  the  opportimity  to  express  its  views  to  you. 

It's  been  a  pleasure  for  me  to  be  able  to  be  here  and  visit  with  you 
concerning  the  subject  that  has  been  close  to  me  all  of  my  adult  life. 

I  have  used  the  farm  credit  system  for  a  nnmher  of  years,  and  had 
it  not  been  for  this  credit  srstein,  I  would  not  be  able  to  craidnct  my 
farming  in  the  manner  that  I'm  doing  today. 

The  rann  credit  systraa  is  one  of  Uie  reas(»i8  for  the  success  that  I 
have  been  able  to  achieve. 

American  farmers  and  the  American  public  need  our  farm  credit 
system. 

With  the  passase  of  this  legislation,  we  shall  achieve  even  more. 
The  Land  Bank  Associations  National  Committee  solicits  your  sap- 
port  for  this  legislation. 

Thank  you, 

Mr.  Jones  of  Tennessee.  Hank  you  very  much,  Mr.  Redditt.  We 
appreciate  the  time  that  you've  taken  to  be  here  and  ftir  a  very  good 
statement. 

[The  prepared  statement  and  summary  of  Mr.  Bedditt  follows:] 
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R.  Bordin  RnJdilt 
Fedwal  Land  Bonk  Aiiociatleni  Notional  Commlttsa 

Mr,   Chalnnan,   I  om   Bardin   Radditt  of  GrMnwood,   Miuiulppi 
raproMnring  th*  Fcdaral   Land  Bank  Anocialloni  Narionol   Coinrnitl«.     Our 
Committa*  ii  compoMd  of  on*  raprauntoliv*  from  aach  Fann  Cradll  Dlitrlcl 
rapreianting  Ihs   Land  Bank  boiTowen  of  lint  Diitrict.      It  Ii  our  function 
to  prvMHl  to  the  Fadaral  Boord  'grau  rooti"  input  on  [lomi  for  coraidarotion 
by  the  Fedaral  Board.     Wo  faal  that  thii  "grou  rooti'  lino  of  communica- 
tioiu  to  the  top  policy  making  body  of  the  Fonn  Credit   Syitem  hoi  been 
inttrumental  Tn  ttrensthaning  the  Federal  land  Bonk  Syttam  in  wa  know  it 
today.      I  am  also  one  of  nine   itociiholder  reprewntotivel  on  the  Federal 
Lond  Bank  of  New  Orleani  Stockholder!  Commlttaa.     Thti  Committee  providei 
lialion  between   borrewan  and  the  Federal   Land  Bonk  Auoclatloni  to  Bonk 
management  and  the   Diitrict  Bank  Boord.      I  nn  a   Federal   Land   Bonk  bacrowar 
and  Chairman  of  the  Board  of  Director!  of  the  Federal  Land  Bank  Astociation 
of  Greenwood,   Miniuippi.      Our  AwociotTon  hat  over  725  borrowen,   and 
approximately  S33  million  in   loan  volume  outstanding.     The   Federal   Land 
Bonk  of  New  Orleoni  hoi  almort  32,000  borrowan  with   more  than   $1.S 
billion  in   loan  volume  outitonding.      I  am  giving   you  thit  background    infor- 
mation in  order  that  you  might  have  tome  Idea  of  the  icopa  of  mortgage 
financing  offered  by  Ilia  Auociation  t  raprafant,  and  by  our  Diilrlct  Land 
Bank,     My  other  offiliolioni  with  Form  Credit  flnar>cad  Imtitvtioni  includat 
being  a  Board  member  and  VIca  Pmidant  of  a  Co-op  cotton  gin,  a  dlreelor 
of  a  cooperativa  farm  nrpp'y  and  groin  facility  and  a  PCA  borrower,     ft'lmarily, 
I  am  a  farmer  interetted  in  the  cooperative  Farm  Credit  Sytfam,  and,  tn 
particular,   the  Fadaral   Land  Bonk,      I   dncarely  appreciate  thii  opportunity 
to  present  my  vtewi  at  a  member  of  the  Fadaral  Land  Bonk  Anociotiom 
^4atlonal  Committee  concerning  Houm    Bill  No.  4782,   the  Form  Oedll  Act 
1  of  IWV, 
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It  If  my  purpou  to  dlicuB  with  you  the**  anamkntOt  which  ora  of 
primary  int«r«(t  to  tha   Fadaral   L^nd  Banki  and  th«   FBdaml   Land   Bank* 
Aaociotlont.     I   f»«l   tun  that  thoM  omandnanti  daallng  with  th*  oHiM 
M^nanl*  of  lh«  Syttwn  will  b*  dtieunwl  by  rndlvldualt  for  mar*  quollflad 


Tha  purpou  of  thli  amandmant  ti  to  axtand  tha  icopa  of  fTnonciriB  by 
Iha  Land  Bank*  and  tha  Productton  Cradtt  Anoelotloni  to  includa  proc««Ing 
and  morkatlnB  focllltlai  diractly  rakilad  to  on  opplicont'i  fdrrn,  raich,  or 
gquottc  oparotloni.     Cunwitly,  tha  Land  Bonki  era  outhorizad  to  moka  loom 
on  morkallng  or  pfOC««ing  Ibcilitiaa  locotad  on  tha  form  proparty  batng  tokan 
01  primary  collotaral  and  tha  facility  uwi  a  ma[crlty  of  produdi  producad  on 
that  lonn,     Tha  authority  wa  ora  laaklng  ti  to  broodon  our  landing  authority 
to  ftnonca  a  |«iii  — tiij  or  moritatlng  toctllty  that  I*  ownad  aid  oparatad  by 
funaaw,  who  |iinr—  thatr  own  production  tnd  loma  of  thair  natghbon.     A* 
oi  ONompla,  Ihroa  cotton  hmMn  wWi  to  go  tegathar  to  build  a  cotton  gtn 
lo  gin  thaIr  own  cotton,  plut  Mnw  of  thair  nalghbcn'  cotton.     Tha  (^n  b  to 
ba  locotad  on  a  mnll  trod  off  Iholr  forim.     Cutrantly,  wa  connat  ftnonca  thit 
typa  of  facility,  but  faal  wa  Aould  hova  tha  outhority.     tt  It  Important  to 
tha  Land  tank  to  ba  obla  to  f?nanca  thli  typa  of  Foclltty,  a>  tt  li  si  actanalen 
of  tha  fonnar'i  formtng  oparotton.     Thare  It  no  naw  typa  of  boirowar 
tnvolvad  in  thti  typa  of  financing,     Tha  borrowan  milt  ba  bona  fida 
farmar*.     To  my  panonol  knowladga,  lavaral  faclllKa*  ownad  by  friandt 
of  mtna,  who  ora  farmart,  hod  to  ba  fTnoncad  ouliida  Iha  Form  Cradtt 
Syilam  bacouw  of  our  Inability  to  larva  thair  cradit  naadi.     Wa  want 
to  halp  fonnan  gal  mora  Income  Iran  tha  producti  thay  produca,  by 
thair  batng  obla  to  pvtlcipota  In  tha  moritating  ond  proeoMtng  of  thatr 
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If  rtili  loon  authority  [i  granted  by  CongrMi,  our  Dlftrld  Board 
hoi  iwMd  o  policy  potitlon  roqutring  that  o  mlnimuni  of  10  p«rc«nt  through- 
put of  tha  capacity  of  lh«  Facility  murt  com*  frcMn  the  borrawer'i  own 
production,     Thti  maoni  that  we  wtll  not  bo  finoncing  o  buiin«>  entity  for 
poople  outiide  of  agriculture.     It  ii  my  faallng  that  thli  amendment  Ii  one 
oF  the  moM  important  in  the  Cairrent  legiilotive  package  for  the   Land  Bcnk, 
ta  Formen  are  leeMng  meom  of  improving  Income.     Portlctpoting  in  the 
■iiorlieting  and  procening  oF  their  own  production   ii  one  way  to  occompliih 
thii  goal. 

as  PERCENT  LENDING  LIMITATION 

Another  amemhient  of  Interett  to  the  Land  Bonki  Ii  the  authority  to 
moke   loon  In  excwt  of  B5  percent  of  the  appralied  value  of  the  real   ertote 
lecurity,  when  tuch  loam  are  guaranteed  by  a  goweniment  agency.     Such 
guoronNei  could  be  extended  by  the  Foiman   Home  Adminittrotlan,   the   Small 
Butineu  Adminlttration,   or.   In  lome  Inttoncei,   itote  governmental  ogenclei. 
Thii  ii  of  primary   importonce  to  ui,   becouie  of  the  onrMunced  ihift  in 
Farmen  Home  Admin Iitratfon  loon  programi  owoy  frnn  portlclpating  with 
private  tanden  to  guaranteeing  Iheir  loom.     Many  of  Ihe  Federal  land 
Banki  have  been  heavily  Involved  In  moking  portlcipotlon  loam  with  the 
Farmen  Home  Adminlitiation.      More   than  85  percent  financing  of  the 
primory  real   airate  wai  necoBBry  from  both   landen  to  meet  credit  require- 
ment! of  mony  oppliconli.      Moit  young  tdnnan   lock  equity  in  real  ettala 
they  widi  to  purchoie,  but  many  have  ttrong  managerial  ability  and  o 
deiira  lo  uccoed.     With  the  guarantee  of  our  loon,  we  would  be  In  o 
itronger  poiltion  to  lerve  llie  deierving,  marginal  credit  rtdc.     tn  my 
{udgment,    thii  program  would  benefit  o^tcultun. 

We  Faal  that  Ihii  amendment  ii  enentlol,   if  Ihe  Land  Banki  ore  to 
provide  credit  lo  many  worthy  jraung   Fdrman.      A  modification  in   Ihe   law 
will  be  required,    iF  the   Land   Bank  ii  Id  contirue  to  reach   bonowen  it 
now  Mrvei  under  the  Farmen  tlome  Adminiftiatiotv/Fedefol   Land  Bank 
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Participation   U*n   Progrem.      A»  itat«l  •orllBr,    w*  untUntond   iSat  tha 
Porticipation   Imh  pRigram  will  rouivs   [«•  amphaiii  and  fundi,   and  thot 
Km   CuorantHd   loan   Program  will   rKaive  Ihs  principal  •mphaili  frwn  It* 

Fomion  Horn*  AdminlilroHon  in  tt»  hjtuf*. 

LOAN  PARTICIPATIONS 

We  or*   inMTMtad  in  anandlng   ih*  law  lo  authwiza   Ih*   Land  Bonk* 
lo  porticipat*  with  othar  londen  in  ttw  Sytfam.   or  outiida  of  Hw  S)')t«m, 
on  raal  oitata  loam.     Ttili  program  wouU  provida  ui  with  iha  outhority  to 
maka  mora  affactiva  uw  of  capital,  and  to  mora  folly  maal  tha  cradit  naadi 
of  cradlt-worthy  borro wan.     Cutranlly,   iha  low  providei  that  wo  can  only 
porticipota  with  olhar  Fadarol  tond  Banki.     Wo  faal  that  thara  ii  jutfiflcotlon 
tn  portleipotlng  with  comnarcial   bonki.    Production  Cradit  AnociaHom,   and 
olhan  in  making  raal  aitata   loom.     Ai  on  aiianipla,    Iha   Land  Bonk  and  o 
eonunarclol  bank  could  go  togathar  in  halping  o  formar  with  hli  total  raal 
ariala  cradit  naadi  by  both  intfitutlom  porticipotlng  in  o  loan.     Productiott 
Cradit  Anoclotloni  currantly  hava  had  the  outhority  to  participoto  wtth 
olhar  (andan,   aich  oi  conmarctal  bcmki.     The  Land  Bonki  rfiould  ba  offordad 
tha  nma  privilaga. 

On  Mvaral  occaiToni  I  hava  notad  that  Iha  Land  Bonk  could  hove 
bean  of  greater  credit  lervlee  to  a  former-borrower,  !f  thii  authority  hod 
been  available.  We  feal,  therefore,  rhol  there  li  contldaroble  merit  in 
lean  participation  with  other  landan.  I  faal  that  commarcial  bankari 
would  itrongly  sipport  Ihii  omandmant,  oi  it  would  provida  tliain  o  maora 
of  Nfvtng  a  cuttomer,  oi  wall  at  extending  the  u«e  of  their  ovm  capital. 

PATBONAGE  BEFUNDS  AND  DIFFERENTIAl  DIVIDENDS 

Another  amandmant  being   propoied  would  outhoriie   the  Fadarol    Land 
Bonki  and  Federal  Land  Bonk  Auoclatiom  to  pay  potronaga  rafundi.     Thii 
propoMl  wovld  ba  itmllor  to  tha  authority  now  hald  by  tha  Production  Credit 
Aaociatiom  ond  the  Banki  for  CooperotTvet.     Wa  faal  that  thii  outhority 
would  enable  Iha  bind  Bonki  to  operate  on  e  purely  'cooperative*  boiii,   i.e., 
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ro  ™hjm  •omingi   to  the  benowtt  on  th»  boiii  of  hii  contribution.-    At  Iha 
win*  lima,   wo  aw  odilng  ihot  th«   low  parmit  m  to  pay  a  dlffarontial 
dividtnd  bo»d  upon  Ih*  amount  of  Intorxt  paid  on  the  loon.     Oirrantly, 
divldandi  ai«  boMd  on  th*  amount  of  ttw  itodc.      In  MiMKa,    hia  onMod- 
mont  would  givo  ui  mora  opareting  fiaxIbNity,   and  oln  give  ui  oulhorlrjr 
to  maka  poymanti  bock  to  borrowan  bawd  upon  ihair  contribution   to  tha 
Syilaffl.     ft  ii  my  parnnoi  viow  that  Iha  potronoga  rahind  and  tha  dIfFeranllaJ 
dlvidand  omandmanti  ore  providing  about  tha  nma  thing.     Wa  would  urga 
ponoga  of  thata  omandmanti,  bacouM  In  addition  to  giving  mora  fisiiibillty, 
Ihay  would  at«o  glva  ut  tha  addltlonol  authority  we  faal  ii  naadad  in  both 
tha  Bonk  and  the  anociatiom  in  handling  dlvldairii. 

AQUATIC  LOANS 

An  omandnanl  ii  being  ptopowd  which  will  authorize  tha   Land  Sank 
Sfftam  to  provide   iong-tann.   fint  mortgage  reel   atloto   loam  to  producan 
and  horvaiton  of  aquatic  product!  for  tha  purpoia  of  cen«niet<ng  docking 
and  storage  fdcllitiai,  at  wall  at  for  other  credit  naedi.     At  you  know,   tha 
low  now  givet  tha   Production  Cradit  Aisiclationi  the  authority   to  moke   looni 
to   producen  and  horvaitart  of  oquoHc  product!  for  dwrt-  and   intarmadiota-tann 
credit  needt.     However,  wa  hove  found  that  these  borrowert  need  financing 
(or   long-tarm  real   aitttta  requlramantt,    wch  oi  the  comtniction  of  docking 
and  itoroge   fbcilitiat.      Therefore,   we  feel   that  the   Land  tonki  ihould  be 
authorized  to  imka   long-tonn  reol  etfote  mortgage   k>ans  to  •iigibie  boiiewefi 
who  ore  cletstfiad  at  producan  or  horvattan  of  oquatic  producti. 
AUTHOmTY  TO  DELEGATE 

There  ore  tavaral  other  provtilone  in  the  legltlotlve  package  which 
are  of  Inlareit  to  the  Land  Bank.  One  It  tha  authority  of  the  Pratidanl  to 
dalagoto  hli  potitlon  on  the  Finance  Committee  or  Subcommittaa  to  a 
member  of  hit  itaff.  According  to  the  Pretidant  of  our  Bonk,  Ihli  propoial 
would  parmit  tha  pretidant  of  a  Federal  Land  Sank  or  other  Syitom  Bonkt  to 
datarmlna  how  to  mora  •ffaclively  utiliie  hit,  and  tha  mamben  of  hit  ttaff, 
tlma  and  tklllt.     With  effacllva  del^atlon  to  dtlllad  mafflban  of  Iha 
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Pmidanl'i  itafF,   (Financial   VIca   h«>1danl,    TrM«irar,   ale.)  conild*robla 
nvingi  con  b*  moda  in  anarnbllna  FVatidanfi,  althar  in  oallad  maattngi,  or 
lalaphana  confarancai.      Wa  faai  that  thii  ti  a  houMkaapIng  ilwn,  whidi  l« 
dailrabia,  and  4iaukl  b«  convdad  in  rha  low. 

LOSS  SHARING 

Tha  Syitam  hoi  Juit  esmplalad  Lim  Shoring  Agiaamanti,  to  Includa 
ograamanli  balwaan  all  JnilltwKom  within  tha  Syilam.  TIm  purpoM  of  tha 
Lott  Sharing  Agraainanti  ii  to  proarva  Ihe  capilol  of  lite  individual  bonomrar 
and  ai^nca  tha  capltol  viability  of  tha  Syitafli.  Tbli  lagiilottva  proponl 
would  limply  axpond  tha  lagal  cxithority  of  tha  Syitam  inttltutloni  to  antar 
into  rnich  ograamanti  wilh  ona  onothar.  Tha  Lond  tkmk  Syttam  favon  thii 
omandmant,  oi  it  glvai  tha  lagol  inaani  Id  antar  Into  ograafnanti  whtdi 
pralacti  tha  Individual  bormwar'i  copilal  In  tlia  vorlom  Syitain  initttutlani. 
THUTH-IN-LENDING 

The  purpOM  of  thii  amendmant  will  aitablldi  tint  only  tha  Fadaral 
Tnith-In- Landing  low  would  apply  to  tha  Form  Cradit  Syitam  landing.     Thli 
propowl   would  anura  that,    if  tha  Truth-in- landing  Act  1i  omandad  to 
reltava  any  of  tha  burdam  it   Imponi  upon  tha  Fadarat   Land   Banlu  or 
Qnf  of  tha  othar  Form  Cradit   imtitullom,    ilmilar  burdani  would   not  bo 
lirpoMd  upon  thani  by  itato  low.     It  li  my  ovm  {udgmant  that  currant 
Tiuth-tn- Landing  piQviiioni  ora  o   hindrance,   oi  well  ot  ccntly,   to  ui  tn 
moklng   loam.      Tha   proviilons  of  Tmth -In- landing   really  diould  not  apply 
to  tha   Land  Bonlu,   oi  wa  have  alwoyi  bean  open  «d  above  board  ooncam- 
Ing  interetf  fOte»,  loon  tormt,   loon  eoil,   repayment  ichadulM,  ate.    Pemnol- 
ly,    I  would  really  lika  to  Me  tha  Und  Banki  examptad  fram  oil  tha  Tivlh- 
In-Unding  lowi,  but  would  lattla  for  axamption  from  tfote  low. 

INTEREST  RATES 

Thii  omandmant  hot  bean  offered  to  clori^  and  reaffirm  ihot  land- 
ing by  tha  Form  Cradit  Syitam  !i  aiiampt  from  itote  impoted  Intareit  rata 
llmltDtioni,   (t.a.  uwry  lovn).     Wa  hove  alwoyi  fait  ihot  wa  ware  coniply- 
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ing  with  Fadaral  tow  at  any  intoreil  rat*  <inng*  mutt  ftnl  ba  oppnvad  by 
tha  Diitrlct  Bonk  Board,  ond  than  by  our  wparvliory  •gancy,  tha  Fwm 
Cradit  Adminltltatlon.     Wa.  hov*   contandwl  ovmr  the  yMn   rfiat  »e  ara, 
tharafora,   in  coniplionca  with   Fadarat   low,   and  naad  rot  hova  to  comply 
with  >Mla  low.     Tfia  purpoia  of  thli  pnipoial  It  to  ramova  ony   ponlbia 
doubt  that  tha   Farm  CradTt   Syftvm   it  axampt  from  dota  uwry   loW' 
Clarifying  tha  emmpt  itotui  yfoild  amura  Ifw  eonlinua  availability  of 
naw  cradit  for  farnrnn  and  ranchan  in  pariodi  of  "light  monay."     It  hot 
baan  my  parnnol   obiarvotian   Ihol  whanavor  we  hove   'tight  monay* 
parlodi,  or  whanavar  thara  ti  o  »-callad  'credit  erundi.*  other  tender* 
leave   the   long-Mnn  form  mortgage  mor^t  becaua   ihay  eannot  oparola  ol 
o   profit,   or  beCOuM  other  invattment  attemotlvai  ore  mora  profllobla. 
Tha  only   inttllutlon   left  to  make   bont  to  farmari  on  tha  Federal   Land 
Bonki,  and  the  other  Form  G*dtt  inititutiont.     THerafora,   I  think  we 
ihould  take  every  ttep  poaJble  to  anura  that  theM  dependable  nurcat 
of  credit  ore  axampt  from  data  tnury  lowi.     Wa.do  not  wont  M  charge 
'polnti'  or  exorbilDnt  loon  doting  feet.     Wa  wont  to  moka  nund  loom 
with  inlaratt  ratat  opprovad  by  tha  Diitricl  Boardi  and  the  Farm  Credit 
Admin  iitrotion. 

ELfCTtON  PROCESS 

Thii  amendment  requlret  that  the   ttit  of  eandtdotei  for  tha  poittlon 
of  elected  diHrlct  director  eonilit  of  tha  two  nomlneei  receiving  the  htgh- 
eit  number  of  voM,   rather  than  three  nomlneei  oi  [i  preiantly  raquiiad. 
Thit  amendment  would  put  tha  election  of  dlilrict  director  tn  line  with 
the  practice   In  mott  eledlont,   I.   e.,    the  condldotai  tacaivtng  the  nn|ority 
of  the  volai  would  ba  coniidarad  In  the  alactfon.     We  believe  we  Aould 
run  our  alactlont  at  mott  other  elecHont  ore  mn  In  the  United  Statai. 
(Thit  propotad  omandment  Aould  not  be  amfuted  with  the  raqutramant  tn 
tha   low  fhot  ot  laott  tvm  nominaei  mutt  ba  nominated  by  the   ^k^^rfnoting 
Commtttae  for  each  elected  office  to  be  Filled  in  the  aivciallon.      The 
requirement  for  two  nomlneei  In  Fadarol  bnd  Bonk  Amclatfoni  and 
Production  Credit  Attociotioni' election!  rannint  In  force. ) 


ly  Google 


494 

INCORPOBATION  OF  SYSTEM  SaVlCE  ENTtTIES 

Thii  oRianJniant  wiMjtd  outhoriz*  th*  Farm  Cradll  Adminiilratkin  to 
chortar  corponitloni  which  parform  Mrvica  and  FInanca  function!  for  Farm 
Cradlt   initltutlont.      Dlltrlct  boordi  or*  •mpawarad,   undar  currant   l«w,    ID 
outhoriia  ograamanti  bahmaan  Initlluttoni  within  a  ditlrtct  For  iha  previiton 
of  joint  larvlcai,  and  batwaan  dittrleti  for  thoM  larvtcai  which 
can  moil  affacltvaly  ba  mada  ovailobU  b;^  tba  joint  undartokingi  of  th* 
dlitrlcti.      Howavar,   prawnt   low  doai  not  piovida  for  tha  incorpoiutton  of 
imtttuttont  other  than  tha  typai  pnmntly  axitting  in  tha  Syitam,   (Sanlu 
and  anociotioni).     Afthough  tha  Farm  Cradlt  Act  of  1971  outhoriza)  rha 
parformenca  of  »rvico«  on  a  joint  boiti  by,   or  on  baholf,  of  intomlad 
Farm  Ciadit  S^ilam  Intllluttoni.  It  doa>  not  outhoriza  Iha  organlzalioo  of 
a  corporation  to  provida  tha  »rvicoi.     Thii  ti  iha  com  fr»n  though  tha 
corporata  form  may  ba  tha  moit  efflclani  or  convanlant  form  of  butlnaw 
organiiatlon  for  tha  purpon  daiind.     Tha  loch  of  riatutory  authorit)'  to 
Ineorporata  larvica  organlEoHoni  in  iha  Farm  Cradil  S/ttam  ii  at  laait  ona 
raoKin  for  tha  praiant  non-eorporota  farm  of  organization  for  Formbank 
Sarvicat.     It  could  probably  bo  moit  affrclantly  oparatad  ai  a  corperation. 
W«  faal  tlttt  thit  authority  It  niadad  to  comply  with  tha  original  Intant  af 
Iha  Farm  Cradlt  Act  of  1971. 


Mr.  Chairman,  thara  ore  alio  tavorol  amandnanli  which  hova  baan 
propoaod  daaltng  with  panonnal  mottan  in  the  Farm  Ci«JIt  A<hiln1iti«Han . 
I  would  like  to  od^an  thaia  In  a  general  manttar  by  laying  that  the  F<mi 
Cradlt  AdminlitTDtlon  ti  a  upervliory  agency  for  tha  Federal  Land  Banki 
and  all  other  Syltam  imtltutton.    Thay  operate  undar  ipacifie  raqulranent* 
Found  In  Iha  low.     Thli  Mipervliory  function  doai  not  cod  tha  taxpayer  one 
■rad"  cent,  oi  tha  ea«  of  wparviiion  it  paid  by  the  Syitam  Intfllulion, 
which  n>eon>,  in  affect,  that  It  ii  paid  for  by  the  boftowan  that  um  lU 
Syttem.     It  Ii  my  feeling  that  in  order  For  in  to  attract  and  retain  the  kind 
of  people  wa  wont  within  the  Syitem,  and  to  hove  mobility  between  Syitem 
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imlitutioni  and  ttta  Fonn  Cradil  Aikiiniitralton,   itapi  mu>t  b*  lokan  to 
•Itminot*  th*  rartrictlom  on  •mploynnrt  and  pononnel  odminlilratlon,  Hiot 
would  railTict  or  Impad*  pragraniva  human  roMurc*  davalopmant  prosrami. 
AMwugh  th*  Farm  Credit  Admlnlitrarien  ii  o  Fodaral  Aganey,  tr  i*  uniqua 
In  that  iH  co(R  ara  boma  by  ths  imtitutioni  It  sipaivim  and  that  pononnat 
quallflcatieni  ore  moMl/  talotad  la  agrlcultvirally  erlentad  tndt vidua  li  with 
thong  flnsiclal   baeksroundi .     Thay  rixsuld  ba  wa[l  poundad   in  onoclaflon 
and   Bank  oparatteni,   tharafere,   they  thould  come  frofn  thaia  orgonlzal'toni . 
The  propocad  Dmandmant  would  help  lolva  loma  of  IhOM  problaim,  and 
provide  m  with  a  uiparvlicry  agency  copabia  to  meat  the  challengM  ef 
the  I9a0i. 
SIWAAARY 

In  minnary,   I  would  Ilka  to  amphuilza  that  the  Land  Bonki  are 
major  farm  mortgage  lenden.     Nationally,  ^  Land  Banki  hold  about  34 
parcanl  of  alt  farm  mortgoga  debt,   individual!  atw  hold  34  percanl;   the 
Formeit  Home  Admlnlitrotion  lix  percent;   and  all  other  commercial   landart 
26  parcanl.     We  ore  a  moior  lending  inrtitution.     We  are  a  part  of  the 
eompalttiva  lyitam  found  in  the  ogrlcultura  economy.    There  1i  no  other 
legment  of  the  American  economy  that  ii  mora  competillva  than  agriculture. 
Faiman  purchoM  moit  of  their  production  input!  at  retail,  and  thay  loll 
wrfiat  thay  produce  at  viholatala.     TSay  compote  with  induitry  far  raw 
malartal  and  for  labor.     Baeouie  of  the  affecttvanan  and  afflclancy  of 
ogriculKire,   the  American  people  ore  ipending  obout   17%  of  their  dlipouible 
Income  on  Food.     Thli  ii  certainly  o  bargain  whan  compared  to  other  notloni, 
luch  <a  Rui!ta,  where  about  50%  of  Income  t!  ipent  on  Food.     In  general, 
fdrmerr  Feel  that  they  are  providing  Food  and  fiber  to  the  contuming  public 
of  thli  notion  al  a  borgotn.     At  the  loma  time,  wa  ora  feeding  o  loige 
part  of  the  world'i  population.     We  Feel   ihol   became  of  the  nalura  of 
agriculture  and  tlw  competillva  nature  oF  formen  In  general,  the  American 
public  t>  al  a  dlitinel  advantage.     Amerieon  agriculture  ha  ployed  a  major 
role  in  maintaining  our  high  itandard  of  living.     In  many  countrlai,  wealth 
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!■  iDMaurad  by  itia  amount  of  food  ovaNobla  to  tt)  paopU.      IF  ttill  b  liu*, 
w*  ihould  b*  the  rIchMt  pw)pla  on  tha  Mrth. 

I  fnl  that  tha  wnctniant  of  thii  lagiilotion  will  givs  th«  Anwfcon 
fbnnvr  a  chonc*  to  do  on  avan  battar  job  of  providing  food  and  llbar  to 
Iha  eomuming  public.  It  wHI  odd  to  tha  Incnoting  high  ttnndord  of  living 
of  tha  Amaricon  paopla.  Tha  ofily  oppotition  I  hova  haord  concaming  thli 
lagtilalion  wot  from  paopla  who  do  not  want  ut,  tha  formar,  lo  compata 
with  rtiain  through  our  cradit  initttullani.  Or  from  thoH  who  wont  to  raitrlct 
compatttion   In  ganarol. 

Mr.   Chairman,   Iha  Fadarol   Land   Bonk  Anoclatloni  National   Committaa 
It  grotebl  far  Iha  opportunity  to  exprea  Iti  vlawi  bafora  your  Committaa. 
It  woi  a  raol  plaawra  for  ma  to  ba  abia  to  ba  hara  and  to  viitt  with  you 
eoncaming  a  ajbjad  which  haa  baan  clou  lo  me  ell  of  my  adult  Ufa.     I 
have  UMd  the  Fonn  Cndtt  Syitam  for  a  number  of  y»m,  and  hcMl  ll  not 
baan  for  Ihlt  progreniva  cradit  Syitam,  I  would  not  hova  bean  able  lo  condud 
my  fanning  operation  in  the  manner  I  om  doing  todoy.     The  Form  Cradit 
Syttern  l>  port  of  Iha  reoMn  for  tha  tuccan  I  hove  ochlaved  to  data.     The 
American  farmer  and  the  Amaricon  public  naedi  Iha  Farm  Ciadit  Syitam. 
With  tha  poaaga  of  thli  laglilallon,  wa  >hould  ba  able  to  achieve  even  mora 
far  the  fotmen  and  far  the  public. 

I  will   ba  plaalad  to  ratpond  to  quactlom  that  you,   or  mamban  of  the 
Comnlttae  might  hove.     Thonk  you. 
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Mr.  JoMBB  of  Tennessee.  Our  next  witness  is  Mr.  Tom  Hntchinson 
of  the  Rutherford  Farmers  Co-op,  Murfreesboro,  Tenn. 

Z  might  mention  that  Mr.  Hutchinson's  f  atiier  many  years  ago  was 
Assistant  Secretary  of  Agriculture  under  Secretary  Charlie  Brown- 
ing. 

STATEMENT  OF  E.  TEOHAS  H1ITCHI5S0H,  FBESISEIIT,  BOAES  OP 
DDtECTOSS,  BUTHEBFOBD  PABKESS  COOPERATIVE,  HTTSPBEES- 


Mr,  Hdtchinbon.  Thank  you,  Mr.  Jones. 

I'm  Thomas  Hutchinson,  president  of  the  Rutherford  County 
Farmers  Co-op. 

This  cooprative  is  serving  2,500  member  farmers.  In  1978  we  did 
$7.75  million  in  sales,  with  a  savings  to  the  farmers  of  some  $400,000; 
and  this  year  we  see  that  we  are  going  to  do  a  $10  miUion  sales,  with 
close  to  one-half  million  dollars  in  savings  to  the  farmers, 

Rutherford  Farmers  Co-op  became  a  member  of  the  Louisville 
Bank  for  Cooperatives  in  1966,  which  is  our  primary  source  of  com- 
mercially borrowed  funds. 

I  am  a  full-time  farmer  with  my  son,  who  graduated  from  college 
last  spring,  and  we  are  raising  800  acres  of  soybeans,  160  acres  of 
wheat.  This  makes  up  my  main  source  of  income. 

My  farmer  cooperative  is  very  essential  in  my  farming  operation, 
and  it  must  stay  strong  to  continue  to  serve  me,  as  well  as  ^e  other 
farmers  in  our  county. 

Congress  in  the  1971  Farm  Credit  Act  clearly  stated  its  intent  that 
the  farmer-owned  cooperative  farm  credit  system  be  designed  to  ac- 
complish the  objective  of  improving  the  income  and  well-being  of 
American  farmers  and  ranchers  by  furnishing  sound,  adequate  and 
constructive  credit  to  the  farmer  cooperatives  and  selected  farm-re- 
lated businesses. 

The  1971  act  goes  on  to  set  forth  certain  requirements  which  co- 
operatives must  meet  to  be  eligible  to  borrow  from  the  banks  for  co- 
operatives. 

One  of  these  requii-ements  that  applies  to  the  farm  supply  coopera- 
tives is  that  80  percent  of  the  voting  capital  of  the  cooperatives  be 
lield  by  farmers. 

It  is  currently  being  requested  that  the  Farm  Credit  Act  Amend- 
ment of  1979  be  passed  by  the  House.  One  of  the  amendments  in  t^e 
bill  concerns  this  requirement  for  farmer's  voting  control  in  the  co- 
operative for  them  to  be  eligible  to  borrow  from  the  bank  for  coop- 
eratives. 

It  is  requested,  and  I  strongly  endorse,  Ed,  that  the  farmer  voting 
control,  which  is  now  80  percent,  be  lowered  to  60  percent. 

The  district  bank  boards  of  directors  would  retain  the  ri^t  to  set 
higher  farmer  member  requirements  when  circumstances  make  this 
decision  appropriate. 

My  fanner  cooperative  has  three  classes  of  patrons.  Number  one 
am  the  mpmber  producers  or  the  votini»  members. 

The  number  two's  are  the  nonmember  producers.  These  are  patrons 
that  buy  leas  than  $500  a  year  from  our  co-op. 
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And  the  Dumber  three's  are  tiie  nonmember  nooproducers,  the 
urban  people  that  come  to  our  cooperative  to  buy  lawn  and  garden 
supplies,  hardware,  automobile  accessories  and  gasoline  and  so  forth. 

This  classification  is  the  responsibility  of  the  cooperative  board 
of  directors,  and  on  periodic  occasions  our  board  purges  this  member- 
ship list  to  be  sure  that  we  stay  in  line  so  that  we  can  continue  to 
borrow  from  the  Louisville  bank. 

Over  the  last  several  years  we  have  seen  a  definite  trend  of  a  fpY>w- 
ing  percentage  of  patrons  being  nonfarmers,  and  if  this  trend  cffli- 
tinues,  our  farmer  cooperative  could  very  well  be  ineligible  to  borrow 
from  the  bank  for  cooperatives. 

Why  this  change  in  patrons?  The  last  few  years  a  lot  of  new  indi^ 
try  has  moved  into  Rutherford  County  and  surrounding  counties,  and 
with  the  FHA-financed  mraj  water  system  and  available  rural  electric 
fiorvico,  of  which  I  serve  on  both  boards  and  president  of  both  of  these 
organizations,  we  are  hnving  an  urban  movoment  into  the  rural  areas. 

Many  of  these  people  are  becoming  part-time  farmers,  raising 
mainly  a  few  cows  and  calves  and  a  number  of  feeder  pigs.  In  Can- 
non County  the  farmer-owned  and  operated  feeder  pig  association 
has  grown  to  be  the  largest  feeder  pig  sales  in  the  world,  and  tibis 
mak^  a  very  excellent  market  for  these  part-time  fanners  in  the 
feeder  pig  business. 

These  part-time  fanners  need  to  be  served  and  they  must  be  served. 
I  know  that  middle  and  east  Tuuiessee  is  having  a  greater  urbaniza- 
tion of  the  rural  areas  than  the  areas  in  west  Tennessee;  bat,  Mr. 
•Tones,  even  in  your  area,  west  Tennessee  is  experiencing  changing  in 
agriculture.  Like  in  Obion  County,  the  tremendously  large  Gwdyear 
plant  there,  and  the  many  other  industries  that  are"  locating  in  your 
area. 

With  industry  becoming  more  competitive  for  labor,  famiera  are 
finding  thai,  sumcient  labor  is  iust  not  available ;  and  what  the  farmer 
and  his  family  cant  do,  most  of  the  time  just  goes  undone. 

Our  farm  cooperatives  are  filling  these  labor  gaps  by  furnishing 
more  services,  like  spreading  lime  and  fertilizer,  spraying  on  herbicides 
and  onfarm  fuel  deliveries,  and  also  furnishing  a  market  for  the  farm 
commodities. 

With  our  serious  transportation  problems  in  this  country,  our  co-ops 
are  having  to  build  more  storage  and  buy  farm  supplies  much  farther 
in  advance. 

All  of  these  things  take  a  lot  of  money  and,  frankly,  Mr.  Jones,  if 
Rutherford  Farmers  Co-op  loses  their  right  to  borrow  from  the 
Louisville  Bank  for  Cooperatives,  I  don't  know  where  we  could  get 
financing. 

I  know  that  some  of  the  commercial  banks  furnish  financing  for  the 
farmer  cooperatives  in  the  rural  areas,  but  agriculture  is  changing, 
and  I  wonder  how  long  these  rural  commercial  banks  can  continoe  to 
furnish  sufficient  financing. 

I  am  a  director  of  the  >uirfreesboro  Bank  &  Trust  in  Murfreesboro, 
which  is  a  $110  million  bank  with  close  to  half  the  business  in  Ruther- 
ford County. 

There  are  four  other  banks  in  Rutherford  County,  but  our  main — 1 
also  serve  on  the  executive  and  finance  committee  of  the  Mnrfreeebim} 
Bank,  and  our  largest  problem  is  liquidity. 


ly  Google 


We  are  running  from  68  to  73  percent  loaned  out,  and  I  understand 
that  the  other  banks  in  the  county  have  this  same  problem.  Even  with 
the  high  interest  rates,  our  loan  demand  is  still  growing. 

Frankly,  the  local  banks  just  don't  want  the  farmer  business.  They 
prefer  short-term  loans,  installment  loans,  municipal  investments  and 
so  forth. 

This  kind  of  financing  just  don't  suit  agriculture.  The  PCA's  and  the 
Federal  land  banks  and  the  banks  for  cooperatives  are  furnishing  the 
main  part  of  the  farmer's  credit. 

Our  Rutherford  Farmers  Co-op  has  about  $1,400,000  borrowed  now 
from  the  Louisville  Bank,  with  an  effective  interest  rate  of  9.8  per- 
cent on  long-term  loans  and  10.8  percent  on  commodity  loans. 

If  we  borrowed  that  money  from  our  local  banks,  that  interest  rate 
would  be  13.5  percent  or  nwre. 

I  have  a,  dollar-and-cents  equity  in  these  organizations,  and  I  expect 
them  to  be  responsive  to  my  needs,  as  other  farmers  -do  in  our  county. 

In  ^eral,  the  public  is  also  served,  and  by  this  requested  chfuue 
in  eli^bility  requirements,  no  additional  tax  dollars  are  being  sought 
for  this  purpose. 

In  fact,  the  farm  credit  system  employs  no  tax  dollars.  It  has  earned 
Its  own  rights  to  the  moneymaking  markets  and  is  doing  a  very  effi- 
cient and  effective  job. 

It  is  my  personal  belief  that  this  amendment  is  in  the  best  interest 
of  farmers,  the  farm  supply  cooperatives,  the  banks  for  cooperatives, 
and  the  public  in  general,  and  I  urge  you  strongly  to  work  for  the 
passage  of  the  bilL 

[The  prepared  statement  of  Mr.  Hutchinson  follows:] 
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STATKMEHI  Of  K.  THOMAS  HUTCHINSON.  P 

MR.  JONES  AND  OTHERS  ATTENDING  THE  HEHPHIS  FIELD  HEARING,  I  AM 
K.  THOMAS  HUTCHINSON,  PRESIDENT  OF  THE  BOARD  OF  DIRECTORS  OF 
RUTHERFORD  FARMERS  COOPERATIVE,  MURFREESBORO.  TEHNESSEE.   THE 
RUTHERFORD  FARMERS  COOPERATIVE  HAD  FARM  SUPPLY  SALES  IN  ITS  FISCAL 
1978  YEAR  OF  APPROXIMATELY  S7.7S  MILLION  AND  ANTICIPATES  REACHING 
AUIOST  510  MILLION  IN  ITS  CURRENT  FISCAL  YEAR.   IT  SERVES  APPROXI- 
MATELY 2500  FARMERS  WHO  ARE  PRIMARILY  LOCATED  IN  RUTHERFORD  AMD 
CANNON  COUNTIES.   THE  COOPERATIVE  KAS  BEEN  A  MEMBER  OF  THE  LOUIS- 
VILLE BANK  FOR  COOPERATIVES  SINCE  1966,  AND  THAT  BANK  HAS  SINCE 
BEEN  THE  COOPERATIVE'S  PRIMARY  SOURCE  OF  COMMERCIALLY  BORROWED 
FUNDS. 

I  AM  ALSO  A  FULL  TIME  FARMER,  RAISING  800  ACRES  OF  SOYBEANS  AND 
150  ACRES  OF  WHEAT  THIS  ■/E.\R.   SINCE  MY  FARMING  ACTIVITIES  REPRE- 
SENT ULTIMATELY  MY  ONLY  SOURCE  OF  INCOME,  I  A.1  MOST  INTERESTED  IN 
HAVING  A  STRONG  COOPERATIVE  STRUCTURE  UHICH  WILL  ENHANCE  THOSE 
FARMING  OPERATIONS,  AS  WELL  AS  THOSE  OF  OTHER  FARMERS  LIKE  ME 
ACROSS  THE  COUNTRY. 

WITHIN  THE  1971  FARM  CREDIT  ACT,  CONGRESS  STATED  CLEARLY  ITS  INTENT 
"THAT  THE  FARMER-OWNED  COOPERATIVE  FARM  CREDIT  SYSTEM  BE  DESIGNED 
TO  ACCOMPLISH  THE  OBJECTIVE  OF  IMPROVING  THE  INCOME  AND  WELL-BEING 
OF  AMERICAN  FARMERS  AND  RANCHERS  BY  FURNISHING  SOUND,  ADEQUATE. 
AND  CONSTRUCTIVE  CREDIT  AND  CLOSELY  RELATED  SERVICES  TO  THEM,  THEIR 
COOPERATIVES  AND  TO  SELECTED  FARM-RELATED  BUSINESSES  NECESSARY  FOR 
EFFICIENT  FARM  OPERATIONS."  THE  1971  ACT  GOES  ON  TO  PROVIDE  FOR 
THE  BANKS  FOR  COOPERATIVES  AND  TO  PRESCRIBE  THEIR  CORPORATE  POWERS 
AND  MANY  OTHER  ASPECTS  OF  THEIR  BUSINESS.   TO  ASSURE  THE  ACCO^(FLISH- 
MENT  OF  CONGRESSIONAL  PURPOSE,  THE  ACT  SETS  FORTH  CERTAIN  REQUIREMENTS 
WHICH  COOPERATIVES  MUST  MEET  IN  ORDER  TO  BE  ELIGIBLE  TO  BORROW 
FROM  A  BANK  FOR  COOPERATIVES.   ONE  OF  THOSE  REQUIREMENTS  WHICH 
APPLIES  IN  THE  CASE  OF  FARM  SUPPLY  COOPERATIVES  IS  THAT  AT  LEAST 
BO  PERCENT  OF  THE  VOTING  CONTROL  OF  THE  COOPERATIVE  BE  HELD  BY 
FARMERS  OR  OTHER  ELIGIBLE  COOPERATIVE  ASSOCIATIONS. 

IT  IS  CURRENTLY  BEING  REQUESTED  THAT  THE  FARM  CREDIT  ACT  AMENDMENTS 
OF  1979  BE  PASSED  BY  THE  HOUSE  (HR  47B2)  .   ONE  OF  THE  A.MENDMENTS 
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INCLUDED  IB  1B*T  BILL  COHCERHS  THIS  REQUIREMEKT  FOR  FARMER  VOTING 
CONTROL  OF  COOPERATIVES  FOR  THEM  TO  BE  ELIGIBLE  TO  BORROW  FRiW  A 
BANK  FOR  COOPERATIVES.   IT  IS  REQUESTED.  AND  I  STRONGLY  ENDORSE. 
THAT  TOE  REQUIRED  VOTIMC  CMJTROL  BE  LOWERED  FRQH  THE  PRESENT  80 
PERCENT  TO  60  PERCENT.   WITH  IMCREA51NC  URBANIZATION  AND  THE  EVO- 
LUTION OF  THE  PART-TIME  FARMER.  THIS  REQUESTED  AMENDMENT  MOULD 
ALU3W  THE  BANKS  FOR  COOPERATIVES  TO  BE  ABLE  TO  MORE  FULLV  SER^-E 
THE  CREDIT  NEEDS  OF  RURAL  AMERICA  WITHOUT  IN  ART  MAY  ABANDONING 
THE  PRINCIPLE  OF  FARMER  COKTROL  OF  ELIGIBLE  COOPERATIVES,   IN  ADDI- 
TION.  DISTRICT  BANK  BOARDS  OF  DIRECTORS  WOUU)  RETAIN  THE  RIGHT  TO 
SET  HIGHER  FARMER-MEMBER  ELIGIBILITY  REQUIREMENTS  FOR  COOPERATIVES 
IN  THEIR  DISTRICTS  IF  CIRCIWSTANCES  MADE  THAT  DECISION  APPROPRIAIl, 
FROM  THE  PERSPECTIVE  OF  MT  POSITION  WITH  THE  RUTHERFORD  FARMERS 
COOPERATIVE  IN  MURFREESBORO .  TENNESSEE.  THIS  RE^UESTEO  CHANCE  IS 
SICNIFXCANT.   ALTHOUGH  OUR  COOPERATIVE'S  BYUWS  ARE  STRUCTURED  TO 
RETAIN  CQIfTROL  OF  TOE  ORGANIZATION  IN  THE  HANDS  OF  FARMER  PRODUCERS. 
THE  AREA  WHICH  IT  SERVES  IS  EXPERIENCING  MANY  OF  THE  EFFECTS  OF 
URBANIZATION.   NO  LONGER  CAN  IT  BE  SAID  THAT  ALL  RURAL  RESIDEKTS 
ARE  FARMERS.   I  BELIEVE  THAT  THE  COOPERATIVE  CANNOT  OPERATE  IK  AN 
IVORY  TCWER  AND  IGNORE  THE  NEEDS  OR  WISHES  OF  THOSE  NON-FARMERS. 
EVEN  THOUGH  IT  EXISTS  FOR  THE  PRIMARY  BENEFIT  OF  FARMER - PRODUCERS . 
SIHILARILY.  I  BELIEVE  THAT  THE  BANKS  FOR  COOPERATIVES  CANNOT  IGNORE 
THE  CHADCING  ENVIRONHEKT  OF  THOSE  OKCAHIZATtOHS  WHICH  CONGRESS  HAS 
CHARTERED  IT  TO  SERVE. 

MORE  SIGNIFICANTLY.  HOWEVER.  I  BELIEVE  THE  TRENDS  SEEN  AROUND  MY 
HCT1E  AREA  OF  TENNESSEE  AXE  NOT  ISOLATED  INSTANCES,   I  BELIEVE  AGRI- 
CULTURE IS  CHANCING  AND  THAT  THE  BANKS  FOR  COOPERATIVES  REQUIRE 
DIFFERENT  PARAMETERS  TO  ACCOMPLISH  THE  SAME  PURPOSE  TODAY  THAN 
THEY  DID  IN  1971.   ON  THE  OTHER  HAND,  I  DO  HOT  BELIEVE  THAT  A  CHANGE 
IN  THIS  VOTING  REQUIREMENT.  AS  REQUESTED  IN  T::E  FARM  CREDIT  ACT 
AMENDMENTS  OF  1979.  WILL  HAVE  A  SIGNIFICANT  IMMEDIATE  IMPACT  ON 
THE  FARM  SUPPLY  BORROWERS  OF  THE  BANKS  FOR  COOPERATIVES,   IT  SHOULD 
MERELY  PROVIDE  ASSURANCES  FOR  FARM  SUPPLY  COOPERATIVES  OF  TODAY 
THAT  THEY  WILL  HAVE  A  CONTINUED  AND  DEPENDABLE  SOURCE  OF  FINANCING 
AS  THEIR  OWN  MEMBERSHIP  COMPLEXION  EVOLVES. 

FROM  THE  FEHSPECIIVE  OF  THE  BASILS  FOR  COOPERATIVES,  THIS  I,MA»GL  JS 
VITAL  TO  THEIR  COVTINUED  ABILITY  TO  PROVIDE  SOUHD  AND  CONSTRUCTIVE 
CREDIT  AND  CREDIT-RELATED  SERVICES  TO  FARMER  COOPERATIVES  WHILE 
LEGISLATION  RIGHTFULLY  MUST  PROTECT  T«E  FARMER  INTEREST  AND  CCWTROL 
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IN  THE  ENTIRE  ?ARM  CREDIT  SYSTEM,  UNNECESSARY  RESTRAINTS  BEYOND 
THAT  POINT  MILL  SERVE  ONLY  TO  HAMPER  THEIR  ABILITY  TO  FLAN  FOR  THE 
FUTURE  AND  TO  PROVIDE  IN  THE  BEST  WAY  POSSIBLE  FOR  THE  FUTURE  NEEDS 
OF  AGRICULTURAL  COOPERATIVES . 

AS  A  PERSON  WHO  IS  A  LOCAL  COOPERATIVE  MEMBER-OWNER  AND  WHICH 
COOPERATIVE  IS  A  MEMBER-OWNER  OF  THE  LOUISVILLE  BANK  FOR  COOPERA- 
TIVES, I  HAVE  A  DOLIAR-AND-CEKTS  EQUITY  INVESTMENT  IN  THOSE 
ORGANIZATIONS,   I  EXPECT  THEM  TO  BE  RESPONSIVE  TO  MY  SEEDS  AS  A 
FULL-TIME  FARMER,  FORWARD-LOOKING  IH  THEIR  OPERATIONS  AND  ORGANIZA- 
TION, AND  SOUND  AND  PRUDENT  BUSINESS  ORGANIZATIONS. 

THE  PUBLIC  IN  GENERAL  ALSO  IS  SERVED  BY  THIS  REQUESTED  CHAHGE  IN 
ELIGIBILITY  REQUIREMENTS.   IT  SHOULD  BE  REMEMBERED  THAT  NO  ADDI- 
TIONAL TAX  DOLLARS  ARE  BEING  SOUGHT  FOR  THIS  PURPOSE.   IH  FACT, 
THE  FARM  CREDIT  SYSTEM,  AS  A  WHOLE.  EMPLOYS  NO  TAX  DOLLARS. 
INSTEAD,  IT  OPERATES  ON  ITS  OWN  MERITS,  EARNS  ITS  OWN  RIGHTS  TO 
THE  MONEY  MARKETS,  AND  EXISTS  AS  A  LENDER  TO  COOPERATIVES  ONLY  TO  ■ 
THE  EXTENT  THAT  THEY  CAN  DO  A  MORE  EFFICIENT  AND  EFFECTIVE  JOB 
THAN  OTHERS.   THEY  DO  NOT  HAVE  A  CAPTIVE  MARKET]  THEY  DO  NOT  HAVE 
A  GOVERNMENT  UNDERWRITING^  AND  THEY  ARE  NOT  WITHOUT  EXCELLENT 
COMPETITION. 

IN  SUMMARY,  THE  FARM  CREDIT  ACT  AMENDMENTS  OF  1979  IN  PART  PROVIDE 
FOR  LOWERING  THE  FARMER-MEMBER  ELIGIBILITY  REQUIREMENTS  FOR  BC 
FINANCING  TO  tiU  PERCENT  OF  VOTING  MEMBERS  OR  SUCH  HIGHER  PERCENTAGE 
AS  DISTRICT  BOARDS  OF  BANKS  FOR  COOPERATIVES  MAY  ESTABLISH.   USDER 
PRESENT  LAW.  ou  PERCENT  OF  THE  VOTING  MEMBERS  OF  A  COOPERATIVE  {70 
PERCENT  IN  THE  CASE  OF  RURAL  UTILITY  COOPERATIVES)  MUST  BE  FARMERS 
IN  ORDER  FOR  T'lE  COOPERATIVE  TO  MEET  THIS  ELIGIBILITY  REQUIREMENT 
FOR  BC  FINANCING.   BY  LOWERING  THE  REQUIREMENT  TO  60  PERCENT,  THE 
BANKS  FOR  COOPERATIVES  WILL  BE  ABLE  TO  MORE  FULLY  SERVE  THE  CREDIT 
NEEDS  OF  RURAL  AMERICA  WITHOUT  ABANDONING  THE  PRINCIPLE  OF  FARMER 
CONTROL  OF  THE  ELIGIBLE  COOPERATIVES.   MOREOVER,  DISTRICT  BANK 
BOARDS  OF  DIRECTORS  MOULD  RETAIN  THE  RIGHT  TO  SET  HIGHER  FARMER- 
MEMBER  ELIGIBILITY  REQUIREMENTS  FOR  COOPERATIVE  ELIGIBILITY  IF 
THEY  SO  CHOSE. 

IT  IS  MY  PERSONAL  BELIEF  THAT  THIS  AMENDMENT  IS  IN  THE  BEST  INTER- 
EST OF  FARMERS.  FARM  SUPPLY  COOPERATIVES.  THE  BANKS  FOR  COOPERA- 
TIVES, AND  THE  PUBLIC  IN  GENERAL. 
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Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Paul  Noel  of  Hop- 
kinsville  Elevator,  route  4,  Hopkinsville,  Ky. 

Welcome,  Mr.  Xoel,  to  the  hearing  and  we're  delighted  at  this  time 
to  hear  from  you. 

Our  next  witness  will  then  be  Mr.  Dan  Crumpton  of  Clarksdale, 
Miss. 

STATEHENT  OF  PATH  A.  NOEL,  QAAUT  FASMEB,  HOFEUTSVILLE, 
KY.,  FRESTDENT,  BOASS  OF  SIEECTOBS,  HOFKHTSVILLE  ELEVA- 
TOR CO.,  HOFEmSTILLE,  S:?. 

Mr.  Noel.  Mr.  Chairman,  I  am  Paul  Noel  from  Hopkinsville,  Ky. 
I  am  a  member  of  a  family  farm  operation  which  includes  2,500  acres 
of  crops,  including  com,  soybeans,  wheat,  and  tobacco.  All  mj  income 
is  generated  from  our  farm  operation. 

Other  than  that,  I  work  very  closely  with  our  local  cooperative  ele- 
vator, and  I've  been  president  of  that  board  of  directors  since  1968. 1 
was  a  charter  member  in  forming  that  cooperative,  and  I've  been  presi- 
dent ever  since.  We  work  with  approximatelj  1,500  farmers  from  the 
western  Kentucky  area,  primarily  in  Christian,  Trigg,  and  Todd 
Counties. 

We  started  oat  in  1968  as  a  small  cooperative,  the  only  grain  coop- 
erative in  the  area,  and  in  the  last  10  or  11  years  we  have  grown  from 
an  inland  house  to  establishing  a  barge-loading  facility  on  the  Cum- 
berland River. 

This  gives  our  farmers  access  to  the  export  markets  at  the  gulf.  Ap- 
proximately 70  percent  of  our  grain  is  moved  through  our  coopera- 
tive affiliations  in  the  export  channels  at  the  gulf- 

I  feel  under  these  circumstances  as  a  farmer  and  a  co-op  elevator, 
being  on  the  board,  that  it's  extremely  important  than  the  farm  credit 
system  be  given  flexibility  to  serve  and  represent  the  farmer's  grass- 
roots interests  in  exporting.  I  would  like  to  submit  that  I  support  the 
amendments  as  presented,  out  I  will  address  myself  more  specifically 
to  the  export  financing  for  the  banks  for  cooperatives. 

I  would  like  to  clarify  one  thing  before  I  go  further.  I'm  not  here  to 
testify  from  the  position  of  being  an  expert  on  the  intricate  and  com- 
plex mechanics  of  export  financing,  but  I  have  no  doubt  whatsoever 
that  the  banks  for  cooperatives  across  the  country  can  furnish  this 
kind  of  expertise  should  this  legislation  be  passed. 

My  main  concern  and  purpose  here  is  to  testify  from  the  position 
of  the  need  to  have  the  choice  of  exporting  more  products  through  our 
cooperative  system. 

I  know  the  value  of  our  cooperative  system  from  first-hand  knowl- 
edge, and  I  don't  think  that  can  be  debated  too  much. 

I  am  down  at  the  level  where  the  need  for  this  legislation  really 
begins.  I  am  addressing  a  long-term  philosophy  that  agriculture  must 
have,  as  export  trade  is  about  the  only  realistic  support  to  our  agricul- 
tural economy.  We  have  tried  many  other  things  along  the  road,  but 
none  of  them  have  worked.  Export  trade,  in  my  opinion,  has  got  to  be 
developed  and  treated  as  an  important  part  of  our  economic  system 
and  not  as  a  necessary  evil,  like  it  has  hern  in  the  past. 

Now,  because  of  our  growing  production  and  exports,  we  as  farmers 
are  more  exposed  to,  and  dependent  upon,  the  foreign  and  intema- 
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titmal  grain  markets  because  of  the  effect  that  it  has  on  farm  prices. 
You  know,  used  to,  our  local  markets  was  the  only  thing  that  we  paid 
any  attention  to,  but  now  I'm  about  as  interested  to  know  whether  it 
rained  in  Brazil  yesterday  as  I  am  what  the  local  weather  forecast  is, 
because  it  directly  and  very  immediately  affects  prices. 

So  we  have  to  get  into  this  international  market  game.  We  are  in  it, 
whether  we  want  to  be  or  not.  We  cant  circumvent  the  law  of  supply 
and  demand  if  American  ^riculture  is  going  to  survive  as  a  part  of  the 
free  enterprise  system.  Ivk  imperative  that  we  come  to  rely  less  on 
Ghivemment  subsidies  and  set-aside  programs  and  gain  more  rdiance 
on  the  exporting  of  grain. 

Now,  farmers  have  always  put  a  great  effort  into  developing  a  way 
of  applying  a  stronger  voice  in  the  marketplace,  because  mmt  coopera- 
tives scattered  through  the  country  are  there  for  a  reason.  They  were 
started  because  there  was  a  need  for  them.  Farmers  needed  nwirketB 
that  they  could  control,  have  more  control  over,  and  could  depend  <m, 
because  a  cooperative  is  much  more  sensitive  to  the  need  of  the  people 
that  use  it  than  private  busineas. 

The  only  thing  we're  a^dng  to  do  now  is  to  extend  that  interest  one 
step  further,  and  that  is  into  going  more  direotly  through  our  farmer- 
owned  cooperatives  into  international  trade.  The  localcooperative  is 
an  extension  of  the  farm ;  what  we're  trying  to  do  now  is  jiut  another 
step  that  we  need  to  take  and  we've  got  to  tarn. 

Now,  local  cooperativeg  buy  at  kast  40  percent  of  the  grain  out  of 
the  country,  which  has  been  stated  here  several  times;  but  this  is  not 
the  important  thing.  If  farmers  have  gone  to  the  extent  to  create  thai 
own  local  markets,  to  take  40  percent  of  the  grain  out  of  the  country — 
and  by  the  way,  that  last  figure  I've  seen,  that  represented  a  net  equity 
of  $1S.9S  billion  that  farmers  have  invested  in  their  own  markets 
domestically. 

Now,  when  we  go  one  step  further,  though,  that's  when  we  Ion 
the  ball  game,  because  we  drop  from  40  percent  down  to  a  scant  10 
percent,  from  the  ahiploading  docks  to  the  foreign  sales. 

I  feel  that  we  have  got  to,  for  economic  reasons,  sain  a  greater 
economic  benefit  from  our  sales  further  down  the  line  than  we*!* 
going  now,  and  I  (hink  one  important  benefit  of  this  wmid  be  the 
retention  of  capital  within  the  agricultural  economy. 

The  earnings  that  were  earned  within  the  producing  and  martcet- 
ing  of  agricultural  product«  can  be  maintained  within  the  agricoltimd 
economy,  and  I  thmk  you'll  agree  that  when  yon  go  to  the  mont^ 
market  to  replace  capital  of  any  kind  now,  it's  rather  expensiTe. 

So  to  me,  oeintr  able  to  retnin  as  much  of  this  within  our  economy, 
this  accrues  to  the  benefit  of  the  farmer;  even  thou^  it  might  not 
be  directly,  it  will  accrue  to  his  benefit  through  being  able  to  do  a 
better  job  and  build  more  facilities  for  our  export  trade. 

Now,  while  this  is  going  on,  it's  not  going  to  take  away  from  oar 
domestic  benefits  that  export  sales  already  bring,  because  we  know 
what  it  does  for  the  balance  of  payments,  and  I  uunk  that  figure  has 
been  positive  $10  million  probably — $10  billion,  I  mean — for  at  least 
5  years. 

Also,  every  time  you  export  a  dollar's  worth  of  stuff,  it  creatw  8 
dollars'  worth  of  domestic  activity,  so  the  co-ops  going  into  the  export 


ly  Google 


trade  directly,  in  other  words,  will  not  take  away  irom  the  public 
interest  whatsoever. 

Now,  we've  got  to  improve  our  position  in  the  export  trade  if  we're 
going  to  protect  this  $13.95  billion  investment  that  I  was  talking 
about.  I  reel  that  the  cooperatives  in  exporting  will  do  a  good  job 
of  it  for  the  same  reason  that  a  good  job  is  done  at  the  local  level. 
They  wiU  ship  a  quality  product,  because  of  the  farmer  control  from 
the  bottom  will  demand  that  they  do  so. 

This  criteria  of  quality  and  reliability  are  extremely  important  if 
we're  going  to  build  an  export  trade  on  a  foundation  that  will  con- 
sistently— and  I  want  to  underline  consistently.  We  can  have  off- 
a^in-on-again  export  trade,  but  my  contention  is  we  have  got  to 
build  export  trade  based  on  a  foundation  that  will  consistently,  year 
after  year,  support  our  a^icultural  economy. 

Our  farmer  cooperatives  are  and  will  be  initiating  contacts  and 
expanding  their  business  in  the  international  markets. 

The  financing  and  the  financiat  services  become  increasingly  im* 
pottant  at  this  stage. 

These  needed  services  are  covered  in  this  proposed  legislation  which 
I  am  speaking  of  now.  The  bank  already  provides  two-thirds  of  the 
capital  used  by  farm  cooperatives,  and  I  think  it's  been  spoken  to  be- 
fore today  that  it  is  natural  and  beneficial  that  the  cooperatives  employ 
this  expertise  with  this  other  step  they're  taking. 

I  doubt  that  this  proposed  legislation  would  have  just  immediate 
effect  on  the  volume  of  agricultural  exporte,  but  already  our  relation- 
ship with  our  banks  for  coo^ratives  would  warrant  that  they  have  this 
flexibility,  because  they  already  support  the  cooperative  systems  up  to 
this  point,  and  then  all  of  a  sudden  they  cui't  go  any  further.  So  this, 
I  dont  think,  is  in  keeping  with  the  best  interest  of  agriculture. 

I  would  also  like  to  point  out  that  this  is  only  enablmg  le^lation. 
It  is  not  a  request  for  funds  and  it  does  not  ask  for  a  competitive  ad- 
vantage of  any  sort;  but  givrai  the  banks'  unique  understanding  of  co- 
operatives, which  they  must  have  and  they  already  have  to  do  the  job 
that  they've  dcHie,  they  are  in  the  best  position  to  meet  the  growing  in- 
ternational needs  of  farmer  cooperatives.  In  summary,  Mr.  Chairman, 
I  feel  the  Farm  Credit  Act  Amendmente  of  1979,  H.R.  4782,  are  needed 
to  enable  the  farm  credit  system  to  carry  out  its  mission  as  outlined  in 
the  Farm  Credit  Act  of  1971.  That  luts  been  repeated  several  times 
today,  so  I  won't  go  over  it  again ;  but  you  are  well  acquainted  with 
what  that  mis^on  is. 

This  broadened  authority  will  allow  the  hanks  for  cooperatives  to 
continue  to  adequately  serve  U.S.  agricultural  cooperatives  as  the  im- 
portance of  agricultural  production  increases  in  the  U.S.  economy  and 
the  world.  Anything  we  can  do  to  assist  the  fanner  in  agricultural  ex- 
ports will  benefit  the  total  U.S.  economy,  and,  therefore,  it's  going  to 
strengthen  the  family  farm  networks. 

If  agriculture  is  being  so  efficiently  served  now  at  the  export  level. 
why  is  there  such  a  fear  of  competition  from  banks  for  cooperatives? 
If  there  is  any  competitive  advantage  at  the  present  time,  it  lies  within 
the  private  sector  and  not  with  the  farm  credit  system.  Farmers  are 
going  to  benefit  from  this  flexibility,  even  though  it  may  not  drastically 
change  the  amount  of  grain  that  goes  to  co-ops,  because  the  history  of 
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co-ope  is  that  they  can  set  standards  that  competitacBi  has  to  come  to; 
and  I  think  thk  will  be  true  in  the  export  mar^t. 

I  think  our  agricultural  economy  must  be  established  and  maintained 
as  free  enterprise  under  a  free  market  Systran.  This  can  cmly  be  accom- 
plished if  our  cooperatives  jrystmn  is  allowed  to  develop  to  its  full 
potential.  I'm  grateful,  Mr.  Chairman,  for  the  opportunil^  to  appear 
before  this  committee,  and  111  be  pleased  to  respond  to  any  questions 
you  might  have. 

[The  prepared  statement  of  Mr.  Nod  follovs :] 
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MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOMMITTEE,  I  AM  PAUL  NOEL  FROM 
HOPKIKSVILLE ,  KESTUCKV.   I  AM  A  MEMBER  OF  A  FAH1L1-FAHM  OPERATION, 
WHICH  INCLUDES  2,500  ACRES  OF  CROPS,  INCLUDING  CORN,  SOYBEANS, 
WHEAT,  AND  TOBACCO.   ALL  MY  INCOME  IS  GENERATED  FROM  OUR  FARM  OPER- 
ATION.  WE  ARE  TOTALLY  RELIANT  UPON  CROPS.  AS  WE  HAVE  NO  LIVESTOCK. 
LIKE  MANY  OTHER  GRAIN  FARMERS  IN  THE  UNITED  STATES,  I  WORK  VERY 
CLOSELY  WITH  OUR  LOCAL  COOPERATIVE  ELEVATOR  AND  HAVE  BEEN  PRESIDENT 
OF  THE  BOARD  OF  DIRECTORS  OF  HOPKINSVILLE  ELEVATOR  COMPANY  IN 
HOPKINSVILLE ,  KENTUCKY,  SINCE  1968.   WE  WORK  WITH  APPROXIMATELY 
1.500  FARMERS  FROM  THE  WESTERN  KENTUCKY  AREA,  PRIMARILY  IN  CHRISTIAN, 
TRIGG  AND  TODD  COUNTIES.   AS  OUR  COOPERATIVE  HAS  GROWN  IN  FACILITIES 
AND  VOLUME  IN  SERVING  THE  MARKETING  NEEDS  OF  OUR  GRAIN  FARMERS,  WE 
HAVE  DEVELOPED  A  BARGE-LOADING  FACILITY  ON  THE  CUMBERLAND  RIVER, 
WHICH  GIVES  OUR  FARMERS  ACCESS  TO  THE  EXPORT  MARKETS  aT  THE  GULF. 
APPROXIMATELY  70  PERCENT  OF  OUR  GRAIN  IS  MOVING  THROUGH  OUR  COOPERA- 
TIVE AFFILIATIONS  IN  THE  EXPORT  CHANNELS  AT  THE  GULF.   ALTHOUGH  OUR 
LOCAL  COOPERATIVE  BUSINESS  IS  CURRENTLY  FINANCED  WITH  THE  ASSISTANCE 
OF  THE  BANK  FOR  COOPERATIVES,  AND  ALTHOUGH  OUR  VOLUME  OF  t,   MILLION 
BUSHELS  MOULD  BE  RELATIVELY  SHALL  COMPARED  TO  THE  TOTAL  OF  GRAIN 
EXPORTS.  I  FEEL  IT  IS  IMPORTANT  THE  FARM  CREDIT  SYSTEM  BE  GIVEN 
FLEXIBILITY  TO  SERVE  AND  REPRESENT  THE  FARMER'S  GRASS-ROOTS  INTERESTS 
IN  EXPORTING.   I  APPRECIATE  THIS  OPPORTUNITY  TO  PRESENT  MY  VIEWS 
CONCERNING  HR  4782.  THE  FARM  CREDIT  ACT  AMEHIWENTS  OF  1979,  AND  WILL 
PARTICULARLY  ADDRESS  THE  AREA  OF  BANKS  FOR  COOPERATIVES  ENTERING 
INTO  EXPORT  FINANCING. 

GIVEN  THE  GROWING  VOLUME  OF  AGRICULTURAL  PRODUCTION  AND  EXPORTS,  WE 
GRAIN  FARMERS  HAVE  BECOME  MORE  EXPOSED  TO  AND  DEPENDENT  UPON  THE 
INTERNATIONAL  GRAIN  MARKETS'  EFFECT  UPON  FARM  PRICES.   WE  CANNOT 
CIRCUMVENT  THE  LAW  OF  SUPPLY  AND  DEMAND  IF  AMERICAN  AGRICULTURE  IS 
TO  SURVIVE  AS  A  PART  OF  THE  FREE  ENTERPRISE  SYSTEM.   IT  IS  IMPERATIVE 
THAT  WE  COME  TO  RELY  LESS  ON  GOVERNMENT  SUBSIDIES  AND  SET  ASIDE 
PROGRAMS  AND  GAIN  MORE  RELIANCE  ON  THE  EXPORTING  OF  GRAIN. 

FARMERS  HAVE  ALWAYS  STRIVED  TO  DEVELOP  A  MAY  OF  ACQUIRING  A  STRONGER 
VOICE  IN  THE  MARKETPLACE.   MOST  COOPERATIVE  GRAIN  ELEVATOR  OPERA- 
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TIOHS.  SCATTERED  AROUHD  THE  GRAIN- PRODUCING  STATES,  MERE  DEVELOPED 
BECAUSE  GRAIN  FARMERS  NEEDED  A  LOCAL  MARKET  THEY  COULD  DEPEND  ON 
AND  HAVE  SOME  CONTROL  OVER.   NOW  FARMERS' ARE  INTERESTED  IN  DOING 
MORE  GRAIN  EXPORTING  DIRECTLY,  THROUGH  THEIR  FARMER-DUNED  AND 
-CONTROLLED  COOPERATIVES. 

I  HAVE  SEEN  INDUSTRY  INFORMATION,  WHICH  INDICATES  LOCAL  GRAIN  COOP- 
ERATIVES ARE  RECEIVING  ABOUT  iO  PERCENT  OF  THE  TOTAL  OFF-THE-FARM 
SALES  OF  GRAIN.   THIS  IS  INDICATIVE  OF  THE  INVESTMENT  AND  COMMiniENT 
FARMERS  HAVE  MADE  TO  COOPERATIVES  IN  ACQUIRING  LOCAL  MARKETS;  H0«- 
EVER,  WHEN  YOU  TAKE  THE  GRAIN  A  STEP  FURTHER  AND  LOOK  AT  THE  EXPORT 
CHANNELS  AND  EXPORT  NEGOTIATIONS,  OUR  FARMER  COOPERATIVES  ARE  HANDLING 
A  VERY  SMALL  PERCENTAGE  OF  THE  EXPORT  BUSINESS  TRANSACTED  FRCM  THE 
UNITED  STATES.   AS  A  GRAIN  FARMER,  1  FEEL  WE  MUST  GAIN  A  MORE  COMPET- 
ITIVE POSITION  AND  ACQUIRE  THE  ECONOMIC  BENEFIT  OF  THESE  TRANSACTIONS 
THROUGH  OUR  COOPERATIVES.   ONE  IMPORTANT  BENEFIT  WOULD  BE  THE  RETEN- 
TION OF  CAPITAL  WITHIN  THE  AGRICULTURAL  ECONOMY.   EARNINGS  GENERATED 
WITHIN  THE  FRAMEWORK  OF  PRODUCING  AND  MARKETING  AGRICULTURAL  PRODUCTS 
COULD  BE  RETAINED  TO  FURTHER  BENEFIT  FARMERS. 

WHILE  FARMERS  WOULD  BE  BENEFITING  FROM  DOING  BUSINESS  THROUGH  THEIR 
OWN  CO-OPS  THIS  WOULD  NOT  DETRACT  FROM  THE  DOMESTIC  BENEFITS  DERIVED 
FROM  EXPORT  SALES .  IT  IS  A  WELL  PROVEN  FACT  AS  TO  THE  CONSISTENT 
CONTRIBUTION  EXPORT  SALES  OF  FARM  PRODUCTS  MAKE  TO  THE  U.S.  BALANCE 
OF  PAYMENTS.  IT  IS  ALSO  ESTIMATED  THAT  EACH  DOLLAR  OF  EXPORT  SALES 
GENERATES  TWO  DOLLARS  OF  DOMESTIC  ECONOMIC  ACTIVITY,  THUS,  THE 
PUBLIC  INTEREST  WOULD  CONTINUE  TO  BE  SERVED. 

BECAUSE  OF  THE  GROWING  VOLUME  OF  GRAIN  EXPORTS  AND  THE  RESULTING 
FACT  THAT  OUR  FARM  PRICES  ARE  GREATLY  INFLUENCED  BY  THE  WORLD  DEMAND, 
CmPETITION  IN  THE  INTERNATIONAL  GRAIN-TRADING  AREA  IS  ALSO  INCREAS- 
ING.  OUR  FARMER  COOPERATIVES  MUST  HOLD  THEIR  OWN.  OR  EVEN  IMPROVE 
OUR  FARMER'S  POSITION  IN  THE  INTERNATIONAL  MARKET,  TO  PROTECT  THE 
FARMER'S  INVESTMENT  IN  HIS  COOPERATIVE  AND  TO  MAKE  A  MORE  EFFICIENT 
USE  OF  THAT  INVESTMENT  FOR  THE  BENEFIT  OF  OUR  DOMESTIC  ECONOMY.   I 
FEEL  AMERICAN  FARMER  COOPERATIVES  WILL  BE  EXPORTING  A  QUALITY  PRODUCT, 
GIVEN  THE  FARMER  CONTROL  OF  THESE  COOPERATIVES.   SEVERAL  FOREIGN 
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GOVEEIBHENTE  HAVE  APPARENTLY  EXPRESSED  A  PREFERENCE  FOR  BUYING  FARMER 
GRAIN  FROT  AGRICULTURAL  COOPERATIVES  IN  THE  UNITED  STATES  AS  A  MAY 
OF  ACqUIRIPK  MORE  DEFINITE  ASSURANCE  OF  QUALITY.   THE  CRITERIA  OF 
QUALITY  AND  RELIABILITY  ARE  EXTREMELY  IMPORTANT  IF  ME  ARE  TO  BUILD 
EXPORT  TRADE  ON  A  FIRM  FOUNDATION  THAT  MILL  CONSISTESTLY  BENEFIT 
AMERICAN  AGRICULTURE. 

OUR  FARMER  COOPERATIVES  ARE  AND  MILL  BE  INITIATING  CONTACTS  AND 
EXPANDING  THEIR  BUSINESS  TO  INTERNATIONAL  MARKETS.   FINANCISG  AND 
FINANCIAL  SERVICES  BECOflE  INCREASINGLY  IMPORTABT  ASPECTS  OF  EXPEDIT- 
ING THESE  TRANSACTIONS.   THERE  IS  A  BROAD  RANGE  OF  SERVICES  HHICH 
ARE  NEEDED  TO  ASSIST  OUR  FARMER  COOPERATIVES  IN  CONDUCTING  SOUND 
BUSINESS  ABROAD,  AS  MELL  AS  HERE  AT  H(ME.   THESE  NEEDED  SERVICES 
ARE  COVERED  IN  THE  PROPOSED  LEGISLATION  WHICH  I  AM  SUPPORTING. 
AS  THE  BANKS  FOR  COOPERATIVES  IN  THE  FARM  CREDIT  SYSTEM  ARE  PROVID- 
ING NEARLY  TWO-THIRDS  OF  THE  CAPITAL  USED  BY  FARMER  COOPERATIVES, 
IT  IS  A  NATURAL  FOR  US  TO  HAWT  TO  UTILIZE  THE  BANKS '  EXPERTISE  AND 
KNOWLEDGE  OF  OUR  OPERATIONS  AS  ME  NEED  SERVICES  IN  THE  INTERNATIONAL 
AREA.   THIS  WILL  BE  SOMEWHAT  OF  A  NEH  AREA  FOR  BANKS  FOR  COOPERATIVES, 
AND  THEY  WILL  HAVE  TO  COMPETE  AND  EARN  THE  INTERNATIONAL  BUSINESS. 
I  MOULD  ENVISION  A  LARGE  DEGREE  OF  COOPERATION  BY  THE  BANKS  FOR  CO- 
OPERATIVES MITH  IKWESTIC  AND  FOREIGN  COMMERCIAL  BANK  SYSTEMS.   KNOM- 
ING  THE  INTEGRITY  OF  THE  BANKS  FOR  COOPERATIVES  AND  PRUDENT  OPERATIONS 
DEMONSTRATED  OVER  THE  PAST  FORTY  YEARS.  I  AM  CERTAIN  THEY  MILL  ALSO 
ENTER  INTO  THIS  NEW  AREA  WITH  THE  SAME  SOUND  PRACTICES.   THE  FARMER 
OWNERSHIP  AND  CONTROL  MILL  DEMAND  THE  CONTINUED  PRUDENT  MANAGEMENT 
OF  SERVICES  TO  MEMBER-BORROWERS.   I  DOUBT  IF  THE  PROPOSED  LEGISLATION 
WOULD  HAVE  AN  IMMEDIATE  EFFECT  ON  THE  VOLUME  OF  AGRICULTURAL  EXPORTS; 
HOWEVER.  OUR  EXISTING  RELATIONSHIPS  WITH  THE  BANKS  FOR  COOPERATIVES 
WARRANT  THEIR  BEING  PROVIDED  THE  FLEXIBILITY  TO  ASSIST  US  THROUGH  OUR 
COOPERATIVES  IN  INTERNATIONAL  TRANSACTIONS.   THIS  IS  ONLY  ENABLING 
LEGISLATION  AND  NOT  A  REQUEST  FOR  FUNDING  OR  A  COMPETITIVE  ADVANTAGE 
OF  ANY  SORT.   GIVEN  THE  BANKS  FOR  COOPERATIVES'  UNIQUE  UNDERSTANDING 
OF  OUR  FARMER  COOPERATIVES  AND  THEIR  SPECIALIZED  FINANCING  SERVICES. 
THEY  ARE  IN  THE  BEST  POSITION  TO  MEET  THE  GROWING  INTERNATIONAL  NEEDS 
OF  FARMER  COOPERATIVES. 
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AS  THE  BANKS  FOR  COOPERATIVES  ARE  NOW  LIMITED  TO  ONLY  DCWESTIC 
SERVICES ,  COOPERATIVES  CURRENTLY  NEED  TO  UTILIZE  OTHER  FINANCIAL 
INSTITUTIONS  TO  HELP  THEM  WITH  INTERNATIONAL  ACTIVITIES.   I  FEEL 
RISKS  COULD  ACTUALLY  BE  REDUCED  AND  THE  FARMER'NEEDS  BETTER  SERVEI 
BY  UTILIZING  OUR  STRONG  RELATIONSHIPS  WITH  THE  BANKS  FOR  COOPERATI 
AND  THEIR  UNDERSTANDING  OF  OUR  UNIQUE-TYPE  OF  BUSINESS.   GIVEN 
FINANCIAL  SUPPORT  AND  SERVICES,  WE  SHOULD  BE  ABLE  TO  EXPAND  OUR 
INTERNATIONAL  MARKETS  WITHOUT  ASSUMPTION  OF  UNNECESSARY  RISK.   TOO 
THE  BANKS  FOR  COOPERATIVES  ARE  ACTUALLY  BEING  ASKED  TO  ABSORB  RISK 
OF  EXPORT  TRANSACTIONS  SERVICED  BY  OTHERS,  WITHOUT  HAVING  THE  LEGA' 
AUTHORITY  TO  MANAGE  AND  ENSURE  THAT  THE  TRANSACTIONS  ARE  HANDLED 
CORRECTLY  WITH  APPROPRIATE  INSURANCE  AND  OTHER  RISK-MANAGEMENT 
TECHNIQUES. 

IN  SUMMARY,  MR.  CHAIRMAN  AND  OTHER  MEMBERS  OF  THE  SUBCOMMITTEE.  1 
FEEL  THE  FARM  CREDIT  ACT  AMENDMENTS  OF  1979,  HR  4792,  ARE  NEEDED 
TO  ENABLE  THE  FARM  CREDIT  SYSTEM  TO  CARRY  OUT  ITS  MISSION.  AS  OUT- 
LINED IN  THE  1971  FARM  CREDIT  ACT.  "...TO  IMPROVE  THE  IHCCME  AND 
WELL-BEING  OF  AMERICAN  PARMERS,  BY  FURNISHING  SOUND,  ADEQUATE,  AND 
CONSTRUCTIVE  CREDIT  AND  RELATED  SERVICES..."   THIS  PROPOSED  LEGIS- 
LATION WOULD  MERELY  ENABLE  THE  BANKS  FOR  COOPERATIVES  TO  KEEP  UP 
WITH  THEIR  COOPERATIVE  OWNERS  AS  FARMERS  EXPAND  INTO  THE  IKTERMA- 
TIOHAL  AREA.   THIS  BROADENED  AUTHORITY  WILL  ALLOW  THE  BANKS  FOR 
COOPERATIVES  TO  CONTINUE  TO  ADEQUATELY  SERVE  UNITED  STATES  AGRICUL- 
TURAL COOPERATIVES  AS  THE  IMPORTANCE  OF  AGRICULTURAL  PRODUCTION 
INCREASES  IN  THE  UNITED  STATES  ECONCMY  AND  THE  WORLD.   ANYTHING  WE 
CAN  DO  TO  ASSIST  THE  FARMER  IN  AGRICULTURAL  EXPORTS  WILL  BENEFIT 
THE  TOTAL  UNIItO  STATES  ECONOMY  AND  THEREBY  STRENGTHEN  THE  ECONOHIC 
BASE  OF  THE  FAMILY  FARMER.   I  AM  GRATEFUL  FOR  THE  OPPORTUNITY  TO 
EXPRESS  NY  VIEWS  BEFORE  THIS  SUBCOMMITTEE  AND  WOULD  BE  PLEASED  TO 
RESPOND  TO  ANY  QUESTIONS. 


ly  Google 


611 

Mr.  JoNBS  of  Tennessee.  Our  next  witness  is  Mr.  Dan  Crumpton  of 
Clarksdale,  Miss.,  and  he'll  be  followed  by  Mr.  Billy  Ross  Brown  of 
Oxford,  Miss. 

Mr.  Crumpton,  welcome.  We  are  delighted  that  you  could  come 
and  we  wiU  be  glad  to  hear  from  you. 

Mr.  Crumpton.  Thank  you,  Mr.  Jones. 

I'm  submitting  seven  written  statements  in  addition  to  mine  from 
individuals  in  regard  to  this  legislation,  and  I  request  they  be  en- 
tered in  the  record. 

Mr.  Jones  of  Tennessee.  Without  objection,  they  will  become  a  part 
of  the  record.  I  might  add  that  we  have  had  a  number  of  witnesses 
who  have  brought  additional  statements  and  support  for  the  legis- 
lation, which  the  subcommittee  appreciates  very  much.  This  is  almost 
as  good  as  someone  coming  and  being  hoard  when  you  have  good  bona 
fide  statements  such  as  that.  We  do  appreciate  it. 

STATEMENT  OF  DAH  F.  CBtTHFTOH,  JB.,  BEPRESENTIlia  CIASES- 
DALE,  HISS.,  FBODTTCTION  CBEDIT  ASSOCIATION,  I1FCE  FABH 
CSEDIT  DISTBICT 

Mr.  Crumpton.  Mr.  Chairman,  I  am  Dan  Crumpton,  Jr.,  of  Clarks- 
dale,  Miss.  I've  been  a  member  of  the  Clarksdale  Production  Credit 
Association  for  some  22  ^ears,  since  returning  home  from  the  Nav^ 
to  farm.  I  am  now  serving  as  a  director  of  that  production  credit 
association.  I  have  used  PCLi.  for  most  all  of  my  short  and  intermedi- 
ate term  financial  needs  during  this  period.  For  my  longer  tenn  finan- 
cial needs,  I  have  depended  upon  the  Federal  land  bank.  I  also  belong 
to  the  Coahoma  Coimty  Farm  Bureau,  Delta  Council,  and  various 
other  farm-related  organizations. 

I  appreciate  the  opportunity  to  appear  before  your  subcommittee 
simply  as  a  farmer  who  is  a  strong  supporter  of  the  farm  credit 
^rstem.  I  come  before  you  this  afternoon  in  full  support  of  the  amend- 
ments to  the  Farm  Credit  Act  of  1971.  One  of  the  points  I  would  like 
to  mention  specifically  is  the  amendment  allowing  the  Federal  land 
banks  and  production  credit  associations  to  expand  the  scope  of  their 
services  in  the  marketing  and  processing  areas. 

I  think  that  most  every  farmer  today  realizes  that  possibly  the  great- 
est potential  for  increasing  the  profitability  of  the  farm  lies  in  a  more 
orderly  planned  marketing  system. 

Better  processing  and  marketing  facilities  certainly  would  be  a  help 
in  this  area  as  we  farmers  hopefully  are  gaining  a  little  expertise  in 
selling  what  we  grow.  Another  point  I  would  like  to  address  is  the  op- 
portunity  of  the  PCA's  to  offer  several  insurance  coverage  to  their 
members.  Credit  life  insurance,  for  instance,  is  the  opportunity  of  the 
PCA's  to  offer  several  insurance  coverages  to  their  members.  Credit 
life  insurance,  for  instajice,  is  a  part  of  my  prt^pam  of  protection  fix 
my  family  that  certainly  is  a  justified  service  of  the  PCA.  Who  else  is 
in  better  position  to  provide  and  know  mora  fully  my  coverage  needs 
than  the  ple«e  Fra  getting  the  money  I 

I  might  add  that  in  all  of  my  years  of  acquiring  covera^  t^ere  has 
never  been  «ny  pressure  or  coercion  of  any  kind  to  take  tJiis  insurance. 
This  is  true  of  any  of  the  related  services  of  PCA.  Let  me  give  you  an 
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example  of  this.  Several  years  aco,  after  a  0ood  many  years  of  baying 
most  of  my  credit  life  from  PCA,  a  young  friend  of  mine  got  into  the 
life  insurance  business. 

Mostly  as  a  favor  to  him  as  a  friend,  I  dropped  the  PCA  credit  life 
and  acquired  a  like  amount  from  my  friend.  Never  was  one  thing  said, 
except  that  I  did  not  want  the  coverage  that  year;  no  pressore,  no  iMg 
selling  job  from  the  officials  of  the  productiMi  credit.  Inddentally, 
after  a  couple  of  years,  my  friend  was  gone  doing  something  else,  and 
I  returned  the  insurance  businees  to  the  PCA  where  it  was  mudi  moie 
convenient  and  eaaer  to  handle. 

Another  area,  of  insurance  coverage  that  ia  a  natural  for  PCA^  to 
offer  is  that  is  a  natural  for  PCA's  to  offer  is  property  insurance. 

A^n,  who  else  knows  the  needs,  knows  the  value  tn  farm  property, 
farm  equipment,  better  than  the  people  providing  the  finances  to  pur- 
chase itf  Who  is  in  a  better  position  to  annually  analyze  our  coverage 
needs?  PCA's  aeem  the  logical  place  to  provide  the  t^portunity  for 
fiirmers  to  protect  themselves  from  property  losses  wludi  a  program 
that  can  be  sept  current  and,  therefore,  econiHnical.  In  TnnlHng  and  re- 
newing loans  on  an  annual  basis,  an  insurance  program  conld  certainly 
be  kept  current  and  up  to  date. 

Certainly,  realistic  values  and,  therefore,  realistic  coverage  could  be 
determined  at  this  time.  Again,  no  pressure  or  coercion  is  used.  Person- 
ally,  most  all  of  my  property  insurance  is  with  independent  agents,  80 
again,  the  choice  is  with  the  individuals.  For  us  farmers  to  survive,  we 
need  every  competitive  option  we  can  fret  on  whatever  we  purcuue, 
and  that  should  include  various  forms  of  insurance,  is  with  independ- 
ent agents,  so  again,  the  choice  is  with  the  individuals.  For  us  farmers 
to  survive,  we  need  every  competitive  option  we  can  get  on  whatever 
we  purchase,  and  that  should  include  various  forms  <w  insurance. 

So  in  summaiT,  I  would  urge  your  support  of  H.R.  4782,  as  intro- 
duced. I  believe.  Mr.  Chainuan,  that  any  attempt  to  amend  tms  legisla- 
tion could  result  in  a  weaker  program  or  even  the  loss  of  tiie  whole 
package. 

Thank  you  foryourtime. 

Mr.  Jones  of  Tennessee.  Thank  you  very  mucii,  Mr.  Crompton,  for 
the  statement  and  the  accompanying  statements  that  you  brought 
along  thev  will  be  inserted  at  the  end  of  this  day's  teetim<Hiy. 

Mr.  Billy  Ross  Brown  of  Oxford,  Miss.  Mr.  Brown  will  be  fol- 
lowed by  Mr.  Frank  Borthick,  a  director  of  the  Cumberland  Blectric 
Membership  Co-op  at  Springfield,  Tenn. 

Mr.  Brown,  we're  delighted  that  you  are  here. 

Mr.  Bbown.  Thank  you,  Mr.  Chairman. 

ffTATEUEKT  OF  BUXT  BOSS  BSOWH,  JB.,  REPHESEHTIVa  OZVOBD, 
HISS.,  FRODUCnOH  CKESIT  ASSOCIATIOIT,  TIFTE  PABM  CBSDIT 
DI8TKICT 


Mr.  Brown.  My  name  Is  Billy  Ross  Brown,  and  I  am  a  i 
from  Lafeyette  County,  Miss. 

My  family  has  been  doing  business  with  Oxford  Production  Credit 
Association  for  over  40  years.  I  am  here  today  to  request  that  yon 
support  bill  No.  H.R.  4782,  as  introduced,  whidi  will  enable  the 
production  credit  associations  of  Mississippi  to  continue  offering  prop- 


ly  Google 


513 

ert^  insurance  as  a  financially  related  service,  as  is  done  in  our  neigh- 
boring States  of  Alabama  and  Louisiana. 

It  is  my  opinion  that  the  property  insurance  program  is  an  essential 
and  valuable  farm-related  service  for  PCA  memmrs.  I  feel  that  the 
competition  which  is  created  through  this  program  will  be  very  bene- 
ficial to  the  farmer,  and  that  under  our  present  free  enterprise  system, 
competition  of  this  nature  should  be  allowed  to  develop. 

The  farmers  in  my  area  are  very  interested  in  seeing  the  establish- 
ment of  another  optional  source  of  property  insurance.  I  feel  that 
there  is  a  definite  need  for  the  production  credit  association  to  offer 
its  members  property  insurance.  In  many  cases,  the  PCA's  have 
already  been  able  to  provide  needed  coverage  where  there  was  none, 
to  provide  significant  savings  on  insurance  premiums  with  compar- 
able or  more  adequate  coverage,  and  to  provide  more  convenience  to 
the  PCA  members. 

In  two  particular  cases  with  which  I  am  familiar,  the  farmers  were 
able  to  receive  comparable  insurance  coverage  on  their  farm  equip- 
ment with  what  I  feel  was  a  tremendous  savings  on  their  annual 
premiums.  One  of  these  farmers  was  able  to  save  $838,  and  the  other 
saves  $693.  As  far  as  coercion  is  concerned,  as  a  PCA  member,  the 
staff  members  at  PCA  have  never  forced  me  to  purchase  any  of  their 
financially  related  services,  and  I  do  not  know  of  anyone  who  has 
been  coerced  by  PCA.  To  my  knowledge,  coercion  has  never  been  in 
any  way  implied. 

In  summary,  I  feel  that  it  is  very  important  for  the  production 
credit  associations  to  be  able  to  offer  its  members  a  farmer-oriented 
insurance  service;  and  it  is  my  belief  that  their  frequent  personal 
contact  with  us  and  their  knowledge  of  our  operations  enable  them  to 
provide  this  service  in  a  very  efficient  manner. 

Thank  you,  sir.  If  you  have  any  questions,  Pll  be  happy  to  answer 
them. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Brown.  We  may  have  some. 
We're  going  to  wait  and  see. 

Mr.  Frank  Borthick,  director  of  the  Cumberland  Electric  Member- 
ship Corp.  at  Springfield,  Tenn. 

Frank,  thank  you  for  being  here.  We  appreciate  the  interest  that 
you've  shown.  Before  you  begin,  let  me  ask  if  Frank  Perkins  is  in  the 
room?  He's  on  the  witness  list,  but  I  have  not  seen  him  today,  the 
Tennessefi  Electric  Co-op,  Apparently  not. 

Voice.  Mr.  Jones,  Mr.  Perkins  is  preparing  a  statement  to  get  in  to 
you,  but  the  time  is  such  that  he  was  not  able  to  be  here  today. 

STATEMENT  OF  FRAKE  BOBTHICE,  OBADr  ASD  TOBACCO  FABHEB, 
SFBHrOFIELD,  TENS.;  DIRECTOR,  CTTHBERLASD  ELECTRIC  HEX- 
BERSBIF  CORP.,  CLARESVULE,  TENS.,  FOURTH  FARK  CREDIT 
DISTRICT 

Mr.  BoBTHiCK.  Mr.  Chairman  and  members  of  the  subcommittee, 
I'm  Frank  Borthick  of  Springfield,  Tenn.  I  farm  about  640  acres  on 
which  the  primary  crops  are  soybeans,  wheat,  and  dark  tobacco. 
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For  the  paat  16  years,  I  have  served  as  a  member  of  the  Cumberland 
Electric  Membership  Corp.,  which  serves  some  4^00  members  in  fi 
north-central  Tennessee  counties. 

In  our  area,  we're  in  an  area  of  considerable  growth.  To  give  you  an 
example,  in  1967,  Cumberland  Electric  borrowed  $7,838,w0  for  new 
construction  of  the  years  1878  and  1979. 

This  past  week  for  the  years  1980  and  1981,  a  loan  of  $5,690,900  was 
approved. 

I*m  speaking  primarily  to  the  eligibility  criteria  that  rural  electrics 
are  required  to  have  before  they  can  borrow  money  from  the  bank  of 
cooperatives. 

In  our  area  all  of  this  money  that  we  borrow  is  not  for  farmers.  This 
is  for  people  that  are  moving  out  of  the  city,  and  as  these  peoi)le  move 
out  in  our  area,  or  as  they  toJte  electric  current  from  an  electric  co-op, 
they  become  a  member. 

U's  not  quite  so  as  a  supply  co-op  where  you  have  other  criteria, 
but  taking  current  ivoni  an  electric  co-op,  you  become  a  member,  and 
I  think  it^  imperative  that  this  eligibility  requirement  be  lowered. 

It  used  to  be  90  percent,  and  then  in  1971  it  dropped  to  80  percent; 
in  1975  to  70  percent.  I  think  that  the  congressional  action  was  right 
in  doing  this,  and  I  encourage  you  to  decrease  this  criteria  even  to  60 
percent,  as  in  this  bill. 

In  August  in  my  electric  co-op  we  had  77  meter  sets.  It  seems  that 
even  the  nigh  interest  rate  in  our  particular  area  is  not  curtailing  the 
money  that  Ciunberland  must  borrow  to  make  these  installations  for 
these  new  people. 

I  served  on  Kobinson  Farmers  Supply  Co-op  board  for  12  years, 
and  on  Tennessee  Farmers  board  for  9  years,  and  I  know  that  the 
bank  of  cooperatives  has  a  history  of  obtaining  sufficient  and  competi- 
tive priced  funding  from  the  private  money  sector. 

When  these  60-percent  guidelines  go  in  effect,  the  bank  of  coopera- 
tives will  be  another  source  of  capital  for  some  rural  electrics  and 
will  give  the  eligible  ones  the  opportunity  to  shop  for  the  most  effec- 
tive financing  available. 

Savings  should  show  up  in  the  electrical  service. 

So  in  summary,  Mr.  Cnairman,  the  revision  of  the  bank  of  coopera- 
tives requirements  is  necessary  to  assure  the  rural  electric  community, 
in  some  instances,  a  new  source  of  financing,  and  in  other  instances,  a 
continuing  source  of  funds  to  underwrite  the  cost  of  providing  electric 
service  to  an  ever-increasing  number  of  this  State's  and  Nation's 
population. 

Mr.  Chairman.  I'd  like  to  make  one  statement  concerning  the  grain 
overseas.  As  a  grain  producer  and  for  the  fanner  producers  to  receive 
eveiT  bit  that  he  can  out  of  any  commodity,  I  would  like  to  see  all 
producers  of  all  commodities,  the  farmer  or  the  co-op  hold  owner^p 
of  this  commodity  until  it  reaches  the  ultimate  consumer  or  just  as 
far  as  we  can  go  with  that  before  it  reaches  the  consumer. 

Mr.  Chairman,  thank  you  for  inviting  me  and  if  any  of  my  cran- 
ments  have  raised  any  questions,  I'll  be  happy  to  answer  them. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Frank,  and  we  do 
appreciate  your  being  here. 

[The  prepared  statement  of  Mr.  Borthick  follows:] 
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D  TOBACCO  FABMEB;  DIRECTOS, 

I  AM  FRANK  BORTHICK  OF  SPRIBGFIEID,  TENNESSEE.   MY  FAMILY  AND  I  FARM 
ABOUT  640  ACRES  ON  WHICH  THE  PRIMARY  CROPS  ARE  SOYBEANS,  WHEAT,  AHD 
DARK-FIRED  TOBACCO.   FOR  THE  PAST  16  YEARS,  I  HAVE  SERVED  AS  A 
MEMBER  OF  THE  BOARD  OF  DIRECTORS  OF  CUMBERLAND  ELECTRIC  MEMBERSHIP 
CORPORATION,  CLARKSVILLE,  TENNESSEE.   THIS  COOPERATIVE  HAS  EXPERIENCED 
CONSIDERABLE  GROWTH  IN  THE  PAST  SEVERAL  YEARS  AND  CURRENTLY  PROVIDES 
ELECTRICAL  SERVICE  TO  APPROXIMATELY  41,000  FARMERS  AHD  RURAL  RESIDENT 
CONSinffiRS  IN  PORTIONS  OF  FIVE  NORTH  CENTRAL  TENNESSEE  COUNTIES.   FROM 
MY  VANTAGE  POINT  AS  A  DISTRIBUTION  COOPERATIVE  DIRECTOR,  I  AM  KEENLY 
AWARE  OF  NOT  ONLY  OUR  COOPERATIVE'S  INCREASING  NEED  FOR  DEBT  FINANCING. 
BUT  FEEL  QUITE  CERTAIN  THE  900  OTHER  DISTRIBUTION  COOPERATIVES  THROUGH- 
OUT THE  NATION  ARE  EXPERIENCING  SIMILAR  REQUIREMENTS.   IT  IS  MY 
OPINION  THE  FARM  CREDIT  SYSTEM,  AND  MORE  PARTICULARLY  THE  BANKS  FOR 
COOPERATIVES  (BCe)  HAVE.  IN  THE  PAST  AND  CAN  IN  THE  FUTURE,  PLAY  A 
VITAL  PART  IN  THE  PROCUREMENT  OF  FUNDS  NECESSARY  TO  MEET  THE  REAL 
AHD  INFLATED  GROWTH  WHICH  IS  ANTICIPATED  FOR  THE  NATION'S  RURAL 
ELECTRIC  DISTRIBUTION  COOPERATIVES.   TO  THAT  END,  I  APPRECIATE  THIS 
OPPORTUNITY  TO  EXPRESS  MY  VIEWS  CONCERNING  HH  4782,  THE  FARM  CREDIT 
ACT  AMENDMENTS  OF  1979.   MORE  SPECIFICALLY,  MY  COMMENTS  TODAY  WILL 
DEAL  WITH  THE  NEED  TO  AMEND  THE  EXISTING  ELIGIBILITY  CRITERIA, 
WHICH  ARE  PREREQUISITE  TO  BORROWING  FROM  THE  BANKS  FOR  COOPERATIVES. 

IN  THE  MAY  ISSUE  OF  THE  RURAL  ELECTRIFICATION  MAGAZINE,  I  READ  OF  A 
VERY  INTERESTING  TREND,  WHICH  IS  TAKING  PLACE  IN  THE  RURAL  ELECTRIC 
INDUSTRY  AND  WHICH  PROVIDES  A  VERY  REVEALING  PICTURE  OF  HOW  RURAL 
ELECTRIC  FINANCING  HAS  CHANGED  IN  RECENT  YEARS.   AS  LATE  AS  1971, 
97  PERCENT  OF  THE  DEBT  FUNDS  NEEDED  TO  FINANCE  RURAL  ELECTRIFICATION 
WAS  OBTAINED  FROM  FEDERAL  SOURCES,   IN  CONTRAST,  IT  IS  ESTIMATED 
THAT  88  PERCENT  OF  THE  1979  FINANCING  REQUIREMENTS  WILL  BE  OBTAINED 
FROM  NON-GOVERNHENT  SOURCES.   I  HAVE  NO  REASON  TO  DOUBT  THIS  TREND, 
WHICH  HAS  BEEN  PROMPTED  IN  PART  BY  THE  RURAL  ELECTRIFICATION  ADMIN- 
ISTRATION'S CONCURRENT  SUPPLEMENTAL  FINANCING  PROGRAM,  WILL  CONTINUE 
AND  POSSIBLY  INCREASE  IN  THE  FUTURE.   A  SIGNIFICANT  PORTION  OF  THIS 
NON-GOVERNMENT  FINANCING  COULD  BE  PROVIDED  BY  THE  BCs. 
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AS  A  BOARD  MEMBER.  THESE  STATISTICS  SPOTLIGHT  RURAL  ELECTRIFICATION'S 
GROWING  DEPENDENCY  ON  HISTORICALLY  HON -TRADITIONAL  FIHANCIDG  SOURCES. 
OUR  NATIONAL  RURAL  ELECTRIC  LEADERS  CONTINUALLY  RQIIHD  US  OF  THE 
SYSTEM'S  GROWING  APPETITE  FOR  DEBT  CAPITAL  AND,  THUS,  THE  NEED  TO 
DEVELOP  AND  MAINTAIN  ALTERNATIVE  SOURCES  OF  BOTH  SHORT-TERM  AND  LONG- 
TERM  FUNDING. 

AS  1  UNDERSTAND  IT,  THE  BANKS  FOR  COOPERATIVES  UERE  ESTABLISHED 
SOME  45  TEARS  AGO  TO  PROVIDE  A  SOUND  AND  COMPETITIVE  SOURCE  OF  CREDIT 
FOR  AGRICULTURAL  COOPERATIVES  WHICH  WOULD.  IN  TURN,  BENEFIT  THE  INDI- 
VIDUAL COOPERATIVE  MEMBERS.   ORIGINALLY,  90  PERCENT  OF  A  COOPERATIVE'S 
VOTING  MEMBERS  HAD  TO  BE  AGRICULTURAL  PRODUCERS  TO  QUALIFY  THE  COOPER- 
ATIVE FOR  FINANCING  FROM  A  BC.   AS  THE  RURAL  COMHUHITY  CHANGED, 
CONGRESS  SAW  TnL  NEED  TO  AMEND  THIS  ELIGIBILITY  REqUIRHffiNT  TO  80 
PERCENT  IN  19'1  AND  FURTHER  REDUCED  THE  REQUIREMENT  TO  70  PERCENT  IH 
1975  FOR  RURAi.  UTILITIES.   FROM  MY  VANTAGE  POINT,  THESE  CONGRESSICHUL 
ACTIONS  WERE  NOT  ONLY  CORRECT,  BUT  ESSENTIAL  TO  ASSURE  AGRICULTURAL 
COOPERATIVES  Tye   CONTINUANCE  OF  A  VIABLE  AND  PROVEN  SOURCE  OF  FIBANCINC. 
ONE  OF  THE  PRO'JISIONS  OF  HR  4782  CALLS  ATTENTION  TO  THE  NEED  TO  ONCE 
AGAIN  ALTER  THIS  ELIGIBILITY  REQUIREMENT  AS  MORE  AND  MORE  NOH-FARHERS 
MOVE  INTO  RURAL  AREAS  PRESENTLY  BEING  SERVED  BY  RURAL  ELECTRICS  AND 


RESIDENTS  NO  MATTER  THEIR  VOCATION,  THE  EXISTING  70  PERCENT  ELIGIBIL- 
ITY GUIDELINE.  IB  THE  FACE  OF  EVER- INCREASING  PERCENTAGES  OF  HOH- 
AGRICULTURAL  PRODUCER  MQ1BERS,  MAKES  THE  NEED  TO  CHANGE  THIS  REQUIRE- 
MENT EVEN  MORE  CRITICAL.   I  AM  NOT  SURE  HOW  MANY  ADDITIONAL  DISTRIBUTIM 
COOPERATIVES  WOULD  BE  ELIGIBLE  TO  BORROW  FROM  THE  BCa  UNDER  THE  PROPOSED 
60  PERCENT  GUIDELINE;  HOWEVER,  LOGIC  WOULD  DICTATE  A  GREATER  NUMBER  OF 
DISTRIBUTION  COOPERATIVES  THROUGHOUT  THE  COUNTRY  COULD  QUALIFY  IF  THE 
PROPOSED  60  PERCENT  REQUIREMENT  IS  ENACTED. 

AS  A  DIRECTOR  OP  A  DISTRIBUTION  COOPERATIVE  THAT  DOES  NOT  PRESENTLY 
BORROW  FROM  THE  BANK  FOR  COOPERATIVES,  I  TAKE  A  CERTAIN  AMOUNT  OF 
COMFORT  IN  KNOWING  THE  BCb  ARE  BECOMING  AH  INCREASINGLY  SIGHIFICAST 
SOURCE  OF  BOTH  LONG  AND  SHORT-TERM  FINANCING  FOR  RURAL  EI£CTRIC 
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COOPERATIVES  SUCH  AS  CUMBERLAND  ELECTRIC.   THE  PERFORMAMCE  OF  THE 
FARM  CREDIT  SYSTEM  AMD  THE  BASKS  FOR  COOPERATIVES  IN  OBTAINIHG  SUFFI- 
CIENT AND  COMPETITIVELY  PRICED  FUNDING  FRCH  THE  PRIVATE  MONEY  SECTOR 
IS  WELL  KNOWN  IN  OUR  INDUSTRY.   THIS  FUNDS  PROCUREMENT  EXPERTISE, 
WHEN  LINKED  WITH  THE  PROPOSED  REDUCTION  IN  THE  REQUIRED  LEVEL  OF 
VOTING -PRODUCER  MEMBERS,  WOULD  PROVIDE  AM  ALTERHATIVE,  COMPETITIVE 
SOURCE  OF  FINANCING  TO  AN  INCREASING  NUMBER  OF  DISTRIBUTION  COOPERA- 
TIVES.  THE  PRESENCE  OF  THE  BANKS  FOR  COOPERATIVES  IN  RURAL  ELECTRIC 
LENDING  GIVES  COOPERATIVES  THE  OPPORTUNITY  TO  SHOP  FOR  THE  MOST  COST- 
EFFECTIVE  FINANCING  AVAILABLE  AND,  THUS,  BE  ABLE  TO  PASS  THESE 
REALIZED  SAVINGS  ON  TO  ITS  MEMBERS  IN  THE  FORM  OF  LOWER  COST  ELECTRICAL 


IN  MY  OPINION,  REDUCING  THE  ELIGIBILITY  REQUIREMENT  TO  60  F 
WILT.  NCrr  ONLY  MAKE  MANY  NON-BORROWING  COOPERATIVES  ELIGIBLE  TO 
BORROW  FROM  THE  BCb.  BUT  WILL  ALSO  HELP  ASSURE  A  CONTINUING  SOURCE 
OF  FINANCING  TO  THOSE  COOPERATIVES  WHICH  PRESENTLY  RELY  ON  THE  BCb 
FOR  BOTH  SUPPLEHEWTAL  LONG-TERM  FINANCING  AND  SHORT-TERM  LOAN 
ASSISTANCE.   I  UNDERSTAND  EXISTING  BORROWERS  MUST  PERIODICALLY 
REAFFIRM  THEIR  ELIGIBILITY  TO  BORROW;  AND,  THEREFORE,  THE  PROPOSED 
60  PERCENT  GUIDELINE  WOULD  HELP  THESE  ASSOCIATIONS  REMAIN  ELIGIBLE 
TO  OBTAIN  FINANCING  FROM  THE  BC«  WHILE  KEEPING  PACE  WITH  THEIR  EVER- 
CHANGING  MEMBER  PROFILE. 

IN  SUMMARY,  IT  IS  MY  OPINION,  A  REVISION  IN  THE  BCs  ELIGIBILITY 
REQUIREMENT  IS  NECESSARY  TO  ASSURE  THE  RURAL  ELECTRIC  C0M1UH1TY,  IN 
SOME  INSTANCES.  A  NEW  SOURCE  OF  FINANCING  AND,  IN  OTHER  INSTANCES. 
A  CONTINUING  SOURCE  OF  FUNDS  TO  UNDERWRITE  THE  COST  OF  PROVIDING 
ELECTRICAL  SERVICE  TO  AN  EVER- INCREASING  NUMBER  OF  THIS  STATE'S  AND 
NATION'S  POPULATION.   THANK  YOU  FOR  INVITING  ME  TODAY.   IF  MY  COMMENTS 
HAVE  PROMPTED  AHY  QUESTIONS,  I  WILL  BE  HAPPY  TO  ANSWER  THEM  AT  THIS 
TIME. 
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Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Earl  Jackstm  of 
Mobile,  Ala.  HeHl  be  followed  by  Mr.  Warren  T.  Price,  Jr.,  of  Echo, 
La. 

SIATEHENT  07  V-i^itT.  q.  MC^OIT,  COHHEBCUL  JISEEBXAS, 
BATOir  LA  BATRE,  HOBILE  COTTinT,  ALA;  KEHBEB,  BAT  KDI- 
ETTE  FBOSnCTION  CEEBIT  ASSOCIATION 

Mr.  Jackson.  Mr.  Chairman,  I'm  in  the  commercial  fishing  industry 
at  Bayou  La  Batre,  Ala.,  and  I  am  a  member  of  the  Bay  Mmette  Pro- 
duction Credit  Association. 

I'm  in  the  fishine  industry  in  two  waya  One,  I'm  the  owner  of  a 
shrimp  trawler,  and  two,  I'm  controller  of  Quality  Marine,  a  builder 
of  steel  hull  fishing  vessels. 

First :  I  want  to  thank  you  for  supporting  the  Weaver  bill  last  year, 
which  made  it  possible  for  me  to  become  a  PCA  member  and  to  obtun 
suitable  financing  for  my  fishing  boat. 

Other  fishermen  in  my  area  are  able  to  benefit  from  this  bill,  also. 

I  strongly  support  the  provisions  in  the  current  farm  credit  legis- 
lation which  will  affect  the  fishing  industry.  Based  on  what  I  have 
read  about  this  legislation,  it  will  make  it  possible  for  even  more  fish- 
ermen to  benefit  fixtm  the  services  offered  by  the  entire  farm  credit 
system. 

The  fishing  industry  is  just  like  the  rest  of  our  economy.  We  are  hit 
very  hard  with  inflation  for  everything  we  buy,  especially  fuel  to  op- 
erate our  boats  and  the  boats  themselves. 

Yet  we  have  not  had  the  advantages  of  adequate  financing  with 
reasonable  terms,  which  other  segments  of  the  economy  have  enjc^ed 
for  years. 

As  controller  of  Quality  Marine,  I  help  some  of  our  customers  ob- 
tain financing  for  their  fishing  vessels,  and  right  now,  other  than 
going  through  PCA,  commercial  banks  will  only  give  us  7  years' 
financing  with  very  high  interest  rates. 

Other  commercial  lending  institutions  will  go  to  10  years,  hot  they 
charge  anywhere  from  4  to  5  percent  over  prime,  whiui  makes  it  im- 
possible to  operate  a  fishing  vessel  profitably. 

Even  though  passage  of  these  amendments  will  mean  more  competi- 
tion from  my  PCA,  I  believe  this  legislation  will  broaden  the  scope  in 
terms  of  financing  for  fishermen,  and  I  strongly  recommend  passage 
by  the  Congress. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  ymi  very  much,  Mr.  Jackson,  and 
you  are  the  first  gentlemen  that  we've  had  as  a  witness  who  was  in  the 
fishing  industry. 

I  appreciate  your  mentioning  the  Weaver  bill.  It  was  not  CMitrovuv 
sial.  It  just  had  to  bear  some  education  before  we  could  pass  it  becaase 
it  was  new,  and  I  think  thnt  Chairman  Foley  of  the  full  committee  ocm- 
f  ributed  a  great  deal  to  help  in  passing  that  bill,  and  I'm  sure  that  the 
fishing  industry  ds  going  to  be  looked  upon  more  and  more  by  the  farm 
credit  administration  hs  time  moves  on  and  by  some  of  the  changes  in 
the  rules  imd  the  laws  that  we  have  repHrding  fishing  in  this  countiy. 

Mr.  Warren  IVice,  Jr.  Welcome,  Mr.  Price,  we  are  glad  to  have  you, 
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and  you'll  be  followed  by  Mr.  T.  Hermann  Vann  of  Capehaw,  Ala. 
He's  the  last  witness  on  tiie  list.  If  there's  anyone  else  here  who  has  a 
statement  he'd  like  to  make,  well  accept  it  or  take  the  time  to  listen  to 
you  if  you  want  to  be  heard. 

STATEHEKT  07  WARSER  T.  PEICE,  JS,,  FASHES,  RKPKEBKHTTHft 
BATOH  EOUGE,  LA,  FBOSnCTIOH  CBEDIT  ASSOCIATIOH,  FEFTH 
FABM  CSEDIT  DISTRICT 

Mr.  Price,  l^ank  you,  sir.  I  am  a  dairy  and  beef  farmer  from  E4Jiel, 
La.  I'm  a  member  of  the  board  of  the  Baton  Rouge  PC  A;  also  a  mem- 
ber of  the  Federal  land  bank,  and  we  are  a  little  bit  different.  I'm  a 
member  of  the  Parish  Farm  Bureau.  I  think  we're  the  only  State  in  the 
Union  that  has  a  parish.  So  ^en  I'm  talking,  I  want  you  to  understand 
that  I'm  a  county. 

I  come  to  you  in  support  of  your  H.R.  bill  4782.  Pd  like  to  see  it 
passed  as  it  was  submitted. 

I  think  it  is  a  verv  ^ood  farm  credit  bUl  and  I  think  it  will  go  a 
long  ways  toward  helping  us  with  our  farm  credit  needs. 

Also,  I  would  like  to  give  some  special  attention  to  f^e  insurance 
program  that  has  been  a  pilot  program  in  our  area,  which  is  the 
fifth  farm  credit  district- 
When  the  president  of  the  Baton  Bouge  Production  Credit  first 
brought  it  to  our  board,  I  think  I  was  the  first  one  tihat  said  to  him, 
"Listen,  I  may  have  some  strong  feelings  «ix)ut  tbis.  I  need  to  go  htuik 
into  the  territory  tiiat  I  serve  and  talk  to  some  of  ihe  farmers,  talk 
to  some  of  the  insurance  people,  talk  to  maylw  the  farm  bureau 
people." 

I  went  back.  I  talked  to  the  farm  bureau  president  in  my  parish. 
He  said,  "Man,  that's  not  anything  but  competition."  He  says,  "I 
cant  be  against  competition."*^  He  said,  "I'm  for  it.  In  fact,  maybe 
it  will  make  our  agent  get  up  and  go  to  work." 

The  next  thing  was  that  I  talked  to  tJie  largest,  actually  the  largest 
independent  insunmce  agent.  At  that  time  he  said  to  me,  "You  all 
are  loaning  money.  You  are  going  to  make  people  buy  insurance  from 
you." 

I  said,  '^ell,  you  may  have  a  good  pcnnt,  but  if  that  happens,  I 
wish  you  would  be  the  first  one  to  point  this  out  to  us  if  you  hear  of  it" 

He  said,  "If  that  doesn't  happen,  th^i  I  have  no  qualms  about  yoa 
all  being  in  the  insurance  business." 

I  talked  to  a  number  of  the  farmers  in  the  area.  I  a^ed  them  if 
tihey  felt  liis  their  needs  were  met.  Many  of  them  said  they  really 
didn't  know,  but  that  they  would  like  to  find  out  if  their  needs  were 
actually  met. 

S(Mne  of  them  were  PCA  members;  some  of  them  were  not  PC  A 
members. 

So  I  went  ba^  to  our  board  meeting  tLttesc  I  had  canvassed  my 
area  and  told  the  board  and  the  president  what  I  had  actually  found 
out.  So  we  started  with  our  program. 

Actually,  the  independent  insurance  agent  that  I  went  to  was  not 
a  member  of  PCA  at  that  time,  but  since  then  he  has  become  one  of 
our  largest  borrowers,  and  we  have  no  problems  in  doing  business 
in  insurance  with  him  at  all. 
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Alao,  the  farm  bureau  man,  just  yesterday  I  asked  him  did  he  have 
any  problems  with  us  being  in  the  insurance  business.  He  said,  "No, 
it  has  actually  made  thun  to  go  woi^  and  tdiat  they  have  actual^ 
written  more  insurance  since  then." 

I  thank  you,  sir. 

Mr.  JoNss  of  Tennessee.  Let  me  ask  you  a  question,  Mr.  Price, 
before  yoa  step  down.  Have  you  written  very  much  insarance  in  your 
PC  A? 

Mr.  PmcE.  I  would  say  probably  about  15  percent  of  our  members, 
which  I  think  we  have  about  1,100  membeis. 

Of  course,  I  stress  as  being  a  member  of  tJie  board  to  the  president, 
and  I  know  he  stresses  it  to  employees  because  I've  seen  it  come  down 
in  writing,  that  tihis  is  pure-dee  optional  and  that  nobody  is  told  they 
have  to  buy  insurance  from  us.  There's  strictly  a  dioice. 

Mr.  Jones  of  Tennessee.  How  \oag  have  you  had  the  pilot  program  f 

Mr.  Price.  Since  1977.  In  fact,  I  was  the  first  one  to  pnrchase  it  in 
onr  area. 

Mr.  Jones  of  Tennessee.  You  are  a  convert,  arent  you,  ail  the  way ! 

Mr.  Price,  Ye«,  sir,  I  am. 

Mr.  Jones  of  Tennessee.  We  4q>preciate  your  being  here  very  much. 

[The  prepared  statement  of  Mr.  Price  follows :] 
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Warren  T.  Price,  Jr. 
On  Behalf  of  the 

Fifth  Far*  Credit  Dis 

regarding  the  Farm   Credit  System.  I   have  boon  a   nembcr  of  the 

[15]  years.  I  dlso  serve  as  Chairman  of  the  Board  of  Directors 
of  that  Association,  a  position  I  have  held  for  slK  (6)  yean. 
I  am  also  a  member  of  the  Baton  Rouge  Federal  Land  Bank  Assoc- 
iation and  Che  Feliciana  Parish  Faira  Bureau,  among  other  organ- 


I  would  like  to  Btrpsa  my  support  for  H,R,  4782  as  It  iJas 
introduced.^  With  this  legislation,  the  Farm  Credit  System  will 
be  enabled  to  update  its  capacity  to  better  serve  the  noods  of 

processing  and  marketing  facilities  at  no  cost  to  the  tdxpaycr. 

However,  thc-re  are  Chose  who  -idvucate  ara^Tding  the  propsed 
legislation  to  prohibit  existing  PCft  authority  to  offer  piopetty 

cannot  be  ignored.   Prior  to  Baton  Rouge  PCA  offering  property 
insurance  to  its  iwinbers  I  did  a  p..Tsonal  survuy  ot  ^.any  farmers 
in  my  area.   Some  of  these  farmers  w<-re  PCA  m.Tibers  and  some  were 
not,   1  wanted  to  get  their  own  feelings  on  PCA  offering  this  type 
service.   I  received  no  negative  responses  to  the  idea,  in  fact, 
every  farmer  I  talk<-d  with  felt  he  would  welcome  the  coii,[>ct i t ion 


Sr«?.i!iing  as  Cha  i  rn.in  of  the  Hoard  of  Directors  of  Baton 
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iH-hen    Iho   Bojrd   of    Directors   uf-rproved   our  Association   to   sell    in- 

fui.v.u-r  i.is  r-.',.t,  I  reel  this  has  bc.^n  done  through  the  selling 
of  propr.'ity  insurance.  The  farm&r's  nped  for  the  service  was 
c^rofully    studied.      We   felt    that   PCA  could    fill    that   need    in 

the  cmployoos   w.is   one  highlight.      Because   PCA    is   agriculturally 


ime  vould    it    bo   [.ossible 


uly   U-netit    in   every 


::cd    to  purchase   anj-  of 
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Mr.  JoMEB  of  T^inessee.  Mr.  T.  Hemmn  Vaim,  welcome  to  the 
podium.  You  may  be  the  last  witness. 

STATEMENT  OF  HESHAN  T.  VASB,  VARKER,   CAPSHAW,  ALA. 

Mr.  Vanh.  Congressman,  let  me  thank  you  for  holdiile  these  hear- 
ing around  over  uie  territory  where  farmers  like  myself  can  appear. 

I  think  this  is  quite  a  serrice  and  one  that  I've  thoroughly  enjoyed. 
I  was  here  for  your  first  witness  yestarday  morning  and  sat  through 
all  of  the  hearingB,  and  I've  thoroughly  enjoyed  allof  them. 

Sir,  I  am  delighted  that  we  have  this  bill  for  our  consideration.  I 
want  to  thank  yon  and  the  Agriculture  0»nmittee  and  other  members 
of  the  House  over  the  years  for  your  support  of  various  legislation 
that's  benefited  those  of  us  in  the  farming  business. 

Particularly  as  a  farmer,  I'm  urging  Qie  sui^wrt  of  House  bill  4782. 

Now,  let  me  say  that  I'm  a  farmer  in  Limestone  and  Madison  Oonn- 
ties  of  the  Tennessee  Valley,  farming  about  2,000  acres  of  row  cr*^ 
land,  primarily  in  cotton  and  soybeans. 

Kow,  I  am  a  stockholder  in  scnne  farm  credit  o»;anizations,  Hunte- 
ville  Production  Credit  Association  being  (me  ot  them,  the  Fedearal 
Land  Buik  Association  being  another. 

Naturally,  I'm  also  a  member  of  these  organizations ;  but,  sir,  there's 
a  little  bit  of  difference  in  being  a  mwnber  and  being  a  stockholder. 

I'm  a  member  of  a  number  of  organizations.  I'm  a  member  of  the 
farm  bureau,  for  instance.  I  could  name  a  number  of  organizations  I'm 
a  member  of ;  but  a  stockholder  has  s(»ne  financial  interest  in  Uie  own- 
ership and  the  profits  or  the  losses  that  are  derived  in  the  operation  of 
his  business. 

So  for  that  particular  reason,  I'm  supporting  the  bOl  that  you  have 
before  you  in  its  present  form.  I  certainly  hope  it  can  be  enacted  as  it 
is,  and  especially  I  would  like  to  address  just  a  few  remarks  to  the 
insurance  section  which  has  been  so  adequately  covered  here  this 
morning. 

Congressman,  I  want  to  thank  you  for  your  patience  and  your 
colleague's  patience. 

Yoa  mentioned  yesterday  you  wanted  aama  facts.  I  think  we've 
presented  some  facts  here  to  you  today,  sir.  llie  g«itleman  who  pre- 
ceded me  presented  some  facts. 

We're  not  trying  to  hurt  independent  insurance  people,  my  farm 
bureau  friends,  or  anyone  else. 

Let  me  tell  you  a  personal  experience.  In  1974,  in  April,  devastating 
tornadoes  hit  north  Alabama.  Some  of  you  people  are  iised  to  these 
tornadoes.  They  were  new  to  us  up  through  the  Tennessee  Valley.  My 
Mississippi  friends  know  more  about  them  thui  we  know,  but  we  had 
them  in  1974. 

The  farm  adjacent  to  my  farm,  18  people  were  killed,  and  in  my  life- 
time that  I've  been  farming  and  been  a  member  of  some  of  these  or- 
ganizations for  39  years,  ai^  I've  been  farming  even  longer  than  that, 
but  I've  never  known  18  people  to  be  killed  allover  norUi  Alabama  in 
one  tornado,  but  that  many  people  were  killed  on  the  farm  adjacent  to 
mine. 

When  that  tornado  had  gone  through  and  people  be^^an  to  look  at 
the  insurance  coverage  they  had,  they  found  in  most  mstances  their 
coverage  was  only  a  small  fraction  of  what  they  needed  to  replace  their 
farm  buildings. 
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In  my  farm  with  some  $500,000  to  $600,000  of  value  in  property  and 
in  equipment,  and  until  I  began  carrying  my  insurance  with  my  local 
PCA,  my  agent  had  visited  my  farm  for  a  personal  inspection  lees 
than  five  times  in  all  the  years  that  I  carried  insurance. 

Now,  he'd  see  me  on  the  streets  in  Huntsville  and  we'd  go  in  and 
drink  a  cup  of  coffee  or  he'd  send  me  a  bill  and  say  you  owe  me  so  much 
money.  He's  a  good  man,  he's  a  good  friend  of  mine,  is  right  today. 

We're  not  opposing  independent  insurance  people  bv  any  means,  bnt 
my  field  man  wlio  calls  on  my  farm  is  better  equipped,  as  has  been  so, 
I  think,  forcefully  brought  out  here  this  morning,  to  know  the  values, 
my  needs,  to  keep  up  with  my  business  than  my  insurance  agent  who 
lives  in  Huntsville,  who  would  have  to  spend  an  hour  or  two  to  come 
out  to  even  see  me,  if  he  got  me  at  home ;  whereas,  he's  got  a  big  bnm- 
nes3  in  a  metropolitan  area,  more  than  he  can  take  care  ot 

I  submit  to  you,  sir,  that  the  ability  to  offer  this  collateral  and  prop- 
erty insurance  has  benefited  me  personally  to  a  great  extent,  and  to 
many  of  my  farmer  friends,  and  not  only  to  my  farmer  friends  who 
carry  insurance  through  PCA,  but  where  they  are  carrying  it  througb 
other  agents,  because  it  is  helping  the  entire  industry  to  see  that  more 
adeauate  coverage  is  made  available. 

There  have  been  many  things  brought  out  here  in  this  hearing.  IVe 
been  very  much  impressed  with  them. 

I  liked  your  soil  conservation  hearing  yesterday.  I  thon^t  Mr.  Col- 
lins was  talking  about  my  farm,  but  particularly,  because  that  applied 
to  me,  everything  that  he  said,  and  the  amount  of  money  that  we're 
spent  in  it. 

But  this  hearing,  sir,  you  said  in  the  beginning  you  were  introduc- 
ing the  bill  at  the  request  of  the  Farm  Credit  Administration;  bat  I 
hope  88  these  hearings  proceed  and  evidence  is  gathered,  that  you're 
going  to  be  able  to  find  real  pride  in  the  sponsorship  of  this,  bManse, 
sir,  in  my  lifetime  in  farming,  T  think  that  this  is  an  improvement  to 
the  Farm  Credit  Act,  which  has  already  benefited  me  and  the  other 
vitnftsses  who  have  testified  up  here. 

We  have  no  coercion  for  anybody  buying  insurance.  It's  just  a  serr- 
ice  we  want  to  offer. 

I  have  neighbors  that  borrow  from  PCA,  but  they've  got  relatives 
in  the  insurance  business.  I  have  never  heard — I'm  not  on  the  board  of 
directors— but  I  have  npver  henrd  any  of  my  neighbors  saying,  "Well, 
that  PCA  man  told  me  I'd  better  buy  my  insurance  from  him." 

In  my  opinion,  that's  not  done  anywhere,  and  I  was  glad  to  see  your 
colleague  have  the  information  put  to  him  very  straight  that  oar  local 
PCA's  pnv  taxes  inst  like  all  other  business  sectors  in  the  community ; 
that's  our  local  PCA's. 

Our  field  people,  that  service  insurance,  receive  no  fees.  I  told  yon, 
I  was  a  stockholder. 

If  there's  income,  and  there  is  income,  from  writing  insurance,  that 
income  becomes  part  of  the  profits  of  my  organization ;  and,  therefore, 
helns  the  financial  statement  of  the  company  that  I  have  stock  in. 

So,  sir,  thank  you  for  your  patience,  and  I'm  going  to  conclude  1^ 
saving  that  this  has  been  a  revelation  to  me  to  appear  before  tbia  oom- 
mittee  and  see  your  patience  and  diligence  with  which  yon  have  par- 
sued  these  hearings. 

I  thank  you,  sir.  We're  indebted  to  you. 
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CDngressn>«n  Jones,   1   am  Herman  T.   Vann  of  Capshau,  Aiabamd.      I   appreciate 
th1$  opportunity  to  appear  before  this  connHtee  to  express  ny  views  1n  sup- 
port of  HR  4782. 

I  f(ir«  1200  acres  of  cotton,  1200  acres  of  soybeans,  and  i3B  acres  of  corn 
in  Limestone  County,  A1al»Ba  In  the  Tennessee  Valley  area  of  North  Alabama. 

The  Huntsville  PCA  serves  over  IMO  farmers  in  seven  Northeast  Alabama  coun- 
ties, providing  over  t37  niilHon  of  credit  to  these  farmers.  1  have  been  a 
manber  of  this  association  for  39  years  and  served  on  its  Board  of  Directors 
for  some  31  years.  I  am  also  a  member  of  the  Federal  Land  Bank  of  Decatur, 
Alabama. 


Congressman,  I  comiend  you  for  your  sponsoring  the  Farm  Credit  Act  A 
of  1979.     1  fully  support  this  legislation  as  introduced  and  urge  you  to  con- 
tinue your  support  of  this  legislation  as  presented  Mithout  any  additional 


The  Farm  Credit  System  has  grown  over  the  years  to  be  a  very  dependable  source 
of  credit  for  tte  farmer.     It  is  owned,  operated,  controlled  by  and  for  the 

In  the  early  years  of  the  systen,  the  government  had  funds  invested  to  help 
with  its  initial  funding.     As  the  systan  grew  and  developed  financially,  the 
goverment  asked  that  their  initial   investment  be  repaid.     The  fanner-owners 
repaid  all  the  borrowed  funds  plus  Interest  without  any  cost  to  the  taxpayers 
of  tnis  nation. 

Ir  order  to  continue  to  service  and  meet  the  growing  needs  of  the  fanner, 
the  Farm  Credit  Act  of  1971  permitted  the  system  to  provide  closely  related 
services  to  its  members.     This  provided  a  means  for  my  association  to  pro- 
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vtde  needed  operating  capital  and  keep  my  Interest  cost  at  a  reasonable  level. 
As  you  know.  Congressman,  Interest  cost  Is  now  a  very  significant  part  of  our 
cost  of  production.  Ekiying  Property  Insurance  and  Credit  Life  Insurance  fron 
my  PCA  offers  me  the  opportunity,  not  only  to  provide  reliable  coverage  for 
ne  at  a  reasonable  cost,  but  it  also  lets  me  purchase  these  needs  from  «y  own 
system  and  help  keep  my  interest  cost  down. 

Also,   I  might   point  out   that   these  services  offered  by  my  PCA  are  strictly 
i^tiDnal  to  me.     I  have  over  1500,000  of  farm  equipment  and  buildings  which  I 
must  insure  against  loss.     At  no  time  has  PCA  forced  me  to  purchase  any  of  Its 
services.     Coercion  has  never    been  implied  at  any  tine  and  I  know  of  nobody 
that  has  ever  been  coerced  to  purchase  any  of  the  services  offered  through 
my  PCA. 

PCA  enployees  and  iHnlgenent  receive  no  Hrltlng  fee  or  ccnmlsslon  fron  these 
insurance  programs  and  all  the  Income  derived  fron  these  programs  is  re-invested 
Into  ay  PCA  to  help  meet  operating  costs. 

PCA  eaployees  have  i  good  working  knowledge  of  my  fanning  operation  by  visiting 
and  working  with  ne  during  the  year.  Service  frcm  my  Insurance  agent  prior  to 
PCA  left  a  great  deal  to  be  desired.  He  did  not  visit  with  me  periodically  to 
gain  an  understanding  of  my  needs,  nor  did  he  sit  down  with  me  regularly  to 
review  my  coverage.  The  only  time  1  heard  frcm  him  was  when  I  received  »  bill. 
PCA  has  the  coverage  1  need  and  the  options  available  to  ne  that  I  want. 

Again,  1  strongly  support  the  Farm  Credit  Act  Anendnents  as  presented  and 
oppose  anr  changes  In  the  legislation  which  would  limit  my  option  to  purchase 
ny  Insurance  needs  froa  whom  I  choose. 

I  appreciate  the  opportunity  to  e«press  my  views  on  this  legislation  and  1 
will  be  happy  to  answer  any  questions  you  might  have. 
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Mr.  Jones  of  Tennessee.  Thank  you,  Mr,  Vann. 

It  ia  a  grueling  task.  It's  a  difficult  task  to  travel  all  over  the 
country  ana  listen  to  testimony. 

Yet  I'm  one  who  believes  that  if  a  job  is  to  be  done,  it  has  to  be 
dona  right:  and  as  I  said  in  the  opening  yesterday  morning,  and  as 
t  said  m  Hutchinson,  Kan.,  and  eieo  in  Aberdeen,  S.  Dak.,  I  dont 
believe  that  the  testimony  is  the  same  when  you  come  out  and  get  it 
as  it  is  in  the  Nation's  Capital.  I  like  it  out  here. 

I  dont  think  it's  going  to  be  necessary  for  any  further  discussion, 
except  I  want  to  do  a  summary. 

Does  anybody  else  have  a  statement  they  want  to  make  or  anything 
Uiey  want  to  say  ? 

This  has  be^  an  informal  hearing.  All  we've  done  is  put  it  down 
in  the  record  so  we  can  all  take  a  look  at  it  when  we  get  back. 

If  anyone  does  have  a  statement,  I'm  still  patient.  I'm  willing  to 
listen. 

I'm  soiry  Mr,  Macligan  had  to  leave,  but  it's  almost  impossible 
to  get  more  than  two  members  of  a  subcommittee  to  go  to  a  hearing 
like  this  out  in  the  country,  and  it's  expensive  to  travel  and  we  try 
to  hold  the  cost  down.  Even  one  could  do  it,  but  we  like  to  be  fair 
by  having  both  political  .parties  represented  at  these  places,  and  we 
feel  if  we  have  at  least  two,  we  have  a  sufficient  number.  We  had 
three  in  Hutchinson,  but  we  only  had  two  in  Aberdeen. 

I'm  looking  over  just  what's  been  said  this  afternoon,  and  it  seems 
to  me  that  there  was  no  controversial  subject  that  was  raised. 

Did  any  of  the  staff  catch  anythii^  that  I  need  to  ask  about! 

The  voting  capital  was  discussed  Rke  it  has  been  before.  I  don't 
think  anybody  has  any  problems  with  that,  as  &r  as  reduction  in 
the  percentage  of  representation  is  concerned.  I  think  that's  a  point 
in  the  progressive  direction  of  tliis  country,  because  as  the  co-ops  serve 
more  people  and  we  are  trying  to  move  more  |>eople  into  the  rural 
areas,  why,  we  can't  do  anything  but  be  aggressive  in  that  directitm. 

The  marketing  and  processing  area  has  been  well  covered. 

The  85  percent  provision  of  t^e  FLB's  for  land  appraisals,  or  at 
least  above  85  percent,  has  been  well  covered  in  these  2  days  of  hear- 
ings, and  I  want  to  say  to  you  that.  I  honestly  believe  there's  no 
problem  there  at  all. 

If  there  was  ever  a  time  in  this  country  tiiat  the  FCA  should  be 
appraising  land  at  what  it's  really  worth,  it's  today,  it  seems  to  me. 

I  think  I  saw  this  in  U.S.  News  and  World  Beport  a  few  days 
ago,  that  people  who  had  invested  in  land  had  profited  more  than 
any  other  group  of  investors  unless  it  was  tJie  peojile  who  bought 
gold.  Everybody  cant  buy  gold  and  everybody  cant  buy  land. 

The  insurance  program  has  been  covered.  I  think  there's  beui  a 
good  argument  for  and  some  argument  against  continuation  at  the 
insurance  program. 

ITie  10-year  loan  for  the  PCA's,  operating  loans,  has  been  stressed 
at  this  hearing.  I  heard  nothing  about  it  at  Uie  other  two  hearings 
in  South  Dakota  and  Kansas. 

I  even  asked  and  got  no  conversation  about  it  to  any  great  degree, 
but  a  lot  has  been  said  here. 

I'm  aware  of  the  serious  problem  that  the  State  of  Arkansas  has, 
but  actually  know  nothing  that  this  subcommittee  can  do  about  it. 
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If  anybody  from  Arkansas,  has  any  suggestions  they  need  to  talk 
to  us  and  see  if  we  can.  We  cant  do  muf£  with  your  State  Gonstito- 
tion,  since  you  cant  it  seems.  You  tried. 

We  can  offer  you  sympathy.  I'd  like  to  see  yon  be  able  to  oomet 
it  I've  talked  to  Senator  Bumpers  and  to  Bill  Alexander  and  to 
David  Pryor  about  it,  and  you  do  haic  a  real  problem  in  that  direction. 

I  believe  all  the  subjects  have  been  well  covered,  and  I  beUeve  that 
when  we  have  the  hearing  in  Spokane,  Wifch.,  and  in  Champaign,  HI., 
those  will  be  the  last  ones  out  in  the  area  that  I  know  about.  WeVe 
had  no  other  requests.  Then  the  2  days  that  we  have  in  Washingtcm  to 
wrap  this  up,  that  well  know  pretty  well  what  we  cui  stand  as  far 
as  the  FCA's  proposals  arc  concerned,  H.R.  4782:  and,  also,  probably 
what  we  ought  to  start  trying  to  do  in  the  direction  of  correcting  or 
helping  corract  the  soil  conservation  problem  that  this  country  snffeTS. 

I  want  to  emphasize  again,  I  wish  you  would  think  in  terms  of  an 
extension  of  the  Oreat  Plains  program  all  over  this  comitry  where  we 
have  serious  soil  conservation  problems.  It's  a  good  program.  It^ 
doing  a  good  job.  I  dont  know  that  it  can  be  done,  but  we  can 
ceitunly  try. 

I  promise  you  that  the  other  members  of  the  subcommittee  will  get 
a  good  exposure  to  what  we've  heard  here.  Well  have  the  Teomrd 
wiuiin  a  few  da^  as  they  were  actually  said  to  the  committee,  and 
then  well  be  trying  to  gather  some  thoughts  for  what  ong^  to  be 
donn  in  the  future. 

Gentlemen,  I'm  seriously  concerned  about  our  future.  I'm  not  afraid 
of  oar  future,  but  I  seriously  think  that  we  cant  wait  until  the 
problem  arises  before  we  try  to  do  something  about  it. 

For  that  reason,  the  Farm  Act  of  1977  expires  in  1S81,  at  the  end 
of  the  crop  year,  and  this  fall  or  early  next  year  the  members  of  the 
full  Agricultural  Committee  will  l>e  studying  what  ought  to  be 
offered  to  the  Congress  for  a  new  farm  bill  in  1981. 1  dont  tnink  that's 
too  far  away  for  us  to  start  thinking  about  it. 

Agriculture  is  taking  a  new  direction  and  we're  going  to  have  man 
and  more  serious  problems  with  capital,  with  land,  with  marteting, 
with  transportation. 

Transportation  is  a  very  serious  problon  In  this  country  ri^t  now. 
Piles  of  grain  all  over  this  country  out  near  elevators  where  it  cant 
bo  moved  because  there's  no  facilities  to  move  it  by;  and  I  think  we're 
going  to  have  to  face  these  problems  and  face  them  fairly  quickly. 

I  think  I  said  yesterday  that  I  feel  the  fact  that  we  rect^nize  Bad 
China  to  trade  with  is  going  to  almost  revolutionize  agriculture  in 
America. 

It's  goin^  to  bring  us  a  lot  of  problems,  but  it's  going  to  create  for 
as  a  lot  of  mcome,  a  lot  of  wealth,  and  we  ought  to  take  advantage  of 
every  bit  of  it  we  can.  I  dont  have  to  tell  any  of  you  tiat  we  could 
feed  the  world  if  we  had  to  here  in  America.  We  might  not  give  them 
all  T'bone  steaks,  but  we  could  feed  them  some  way.  For  tiiat  reason, 
I  think  we  need  to  take  advantage  of  the  natural  resources  we  have 
in  this  country. 

With  that  I'm  going  to  close.  If  anybody  else  has  anything  th^ 
want  to  say,  feel  ^ee  to  hop  up  and  say  aomethiog.  If  not,  thank  you 
for  being  here,  and  well  try  to  do  this  again. 
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[Whereupon,  at  3  K)5  p.m.,  the  hearings  in  the  above-entitled  matter 
were  closed.] 

[Additional  material  submitted  to  the  subcommittee  follows:] 
tlnm±  TrnmnaBEK  Btatk  DrnnsBiTT, 
Uurfteeibon,  TeiM.,  Beptemher  tS,  1079. 
Hon.  Ed  Jems, 
Ohatrmatt, 

SttheofnnUttee  o»  Oontervation  and  OivMt, 
WMMnfffoit,  D,0. 

I,  Robert  A.  iJexander,  Clulrman  of  ttte  Department  of  Agrlcultore  at  Middle 
Tenneeaee  State  Uolverslty  am  recommmdlng  that  the  Leglslatare  seriously  con- 
sider cbanglng  tlie  time  of  Production  Credit  AaBOcUtion  loans  from  seven  <7>  to 
ten  <10>  years. 

HaTing  worked  for  a  number  of  years  with  local  farmers  as  a  Consultant  and 
University  Professor.  I  know  that  many  of  these  farmers  are  In  desperate 
sttnatlons.  I  have  served  on  Citizen  Central  Bank's  Board  of  Directors  from  the 
time  before  It  was  chartered  and  I  know  the  situation  some  of  these  people  are  In. 
Also,  as  President  and  owner  of  Agrlmanagement  Consultants  I  have  worked  with 
a  number  of  these  fsmters  In  trying  to  solve  some  of  their  capital  improvement 
situations. 

If,  at  any  time  In  the  future,  you  desire  to  have  my  personal  views  on  this  matter 
X  would  be  clad  to  come  talk  to  yon.  With  kindest  regards,  I  am 
Sincerely  yours, 


Ohatrman,  Department  of  AffrUmltun. 


Mr.  Chairman,  members  of  the  committee,  I  am  Charles  M.  Comett  of  Man- 
chester, Ey.,  a  farmer  and  member  of  Cnmberland  Production  Credit  Aasociatlon. 
I  am  an  employee  of  Production  Credit  Association  but  I  come  today  as  a  farmer 
and  member  of  Production  Credit  Association. 

I  live  in  a  small  commnnlty  called  Fogertown  which  is  about  12  miles  west  of 
Manchester  and  about  12  miles  east  of  London,  Ky.  Together  with  my  father  and 
brother,  we  own  or  operate  about  1200  acres  lying  In  Laurel  and  Clay  Conntlea. 
Since  we  live  In  the  foothlUe  of  Southeastern  Kentucky  only  about  Vi  of  thla 
Is  in  crops  and  pasture.  Our  cropping  prognm  consists  of  44,000  pounds  of  burley 
tobacco,  100  to  160  acres  of  coni  and  com  silage  and  approximately  4S0  acres  of 
hay  and  pastnre  land.  We  also  ran  ISO  brood  cows,  100  ewes,  and  background 
up  to  200  feeders  annnally  on  a  silage  program. 

I  first  learned  of  Production  Credit  Association  In  college  while  working  for 
Ball  Ice  Cream.  I  paid  the  producers  and  also  deducted  their  asalgnmenta  and 
paid  them  to  Production  Credit  Association.  Upon  gradnatlon  and  return  to  the 
home  farm.  I  found  P.CA.  to  be  a  necessary  tool  on  my  own  farm. 

We  obtained  our  flrst  P.CA.  loan  in  the  early  Sixties.  Since  the  first  loan,  we 
have  borrowed  a  total  of  <830,D28.82  from  Cumberland  P.CA.  Two-thirds  or  ov« 
t6SO,000.00  of  this  was  borrowed  during  the  past  5  years. 

We  have  used  P.CA.  as  a  source  of  CB[dtal  credit  rather  than  for  operating 
fnnds.  We  only  owned  approximately  890  acres  of  land  when  I  returned  home  from 
coU^».  Now  through  P.CA.  we  own  near  1000  acres.  Hy  father  and  I,  both,  built 
new  homes.  We  hire  very  little  labor  except  for  tobacco,  therefore,  expulsive 
equipment  had  to  be  available  to  carry  on  the  farm  program.  We  have  over 
fT([,000.00  Invested  In  farm  equipment. 

During  the  past  IB  years  we  have  used  P.CA.  as  our  sole  source  of  credit  except 
some  land  purchases  where  a  small  portion  of  the  debt  was  carried  by  the  seDer 
upon  their  insistence  or  a  small  V.A.  Loan  was  assnmed. 

We're  only  one  of  the  B,700  members  of  Cnmberland  p.CA.  but  I  feel  oar 
needs  are  very  typical  of  the  farmers  of  the  area. 

Sources  of  credit  for  farmers  are  very  scarce  In  our  area.  Federal  I^nd  Bank 
makes  very  few  loans.  To  the  best  of  my  knowledge.  In  my  home  county  of  Clay, 
Federal  Land  Bank  doesn't  have  a  single  loan.  I>nring  the  past  five  years,  the 
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real  estate  mortgage  books  In  tbe  five  principal  counties  served  by  ttie  Loadon 
P.C.A.  field  office,  shows  that  Federal  Land  Bank  has  only  made  40  loans  for 
$2,400,000.00  while  the  same  mortgage  books  show  P.C.A.  has  made  969  loans  tor 
<20.350,000.00. 

Availability  of  funds  from  Banks  end  Savings  and  Loan  Associations  have 
been  very  limited  or  non-eiistence  during  the  past  18-24  months.  Bankers  have 
brought  some  of  their  best  customers  to  P.C.A.  to  get  loans. 

P.C.A.  has  moved  forward  to  meet  these  challenges.  The  volnme  of  the  London 
P.C.A.  field  office  has  Increased  2S  percent  to  30  percent  each  year  during  tbt 
past  three  years.  However,  it  is  disheartening  to  see  members  lost  that  ware 
taken  and  establlsbed  Jnst  to  lose  to  others  solely  because  of  the  7  year  pay  bi^ 
required  on  capital  loans  at  P.C.A. 

I  respectfully  ask  you,  as  a  P.C.A.  member  and  farmer,  to  amend  the  Farm 
Credit  Act  of  19TI  to  allow  Production  Credit  Association's  to  make  loans  with 
up  to  12  years  maturities  on  capital  purposes.  P.C.A.  has  the  "tract  record",  tbe 
"machinery",  and  the  confidence  of  the  farmers  to  carry  out  this  task. 

Thank  yon. 


Hr.  Chairman,  members  of  the  Committee,  I  am  Gaylord  D.  Gossage,  a  daliy 
farmer  from  Windsor,  Casey  County,  Eentnclcy.  I  own  and  oxierate  abont  two 
hundred  twenty  five  (225)  acres.  The  operation  consists  of  about  forty  (40)  cow 
grade  A  dairy  herd  and  thirty  to  thirty  five  (30-3S)  raised  heifers,  approxi- 
mately two  (2)  acres  of  bnriey  tobacco,  and  the  production  of  all  feed  except 
soybean  meal. 

I  would  like  to  start  by  saying  I  support  H.R.  4782  which  would  broaden  the 
Farm  Credit  System's  lending  authority  and  make  other  changes  in  the  Farm 
Credit  Act  of  1971. 

'nie  Farm  Credit  Act  amendments  of  1079  are  necessary  for  the  Farm  Credit 
System  to  keep  pace  with  the  growing  credit  needs  of  farmers.  We  are  living 
in  a  changing  agriculture  and  without  these  amendments  the  farmer  could  end 
up  short  changed  because  of  regulations  that  are  outdated. 

Also,  I  would  like  to  go  on  record  as  supporting  an  amendment  to  the  present 
bill  for  a  ten  (10)  year  loan  or  longer  for  Production  Credit  Associations. 

I  am  sure  your  response  to  this  migbt  be  that  P.C.A. 's  already  have  a  special 
I.T.  loan  wltJi  a  ten  (10)  year  repayment.  Tbls  is  absolntely  true,  however,  I 
wish  you  would  check  and  find  the  number  of  these  loans  on  record  as  of  this 
date,  eight  years  since  the  legislation  was  passed.  The  regulations  are  too  strin- 
gent or  the  supervising  agencies  have  missed  the  intent  of  the  original  legtalatlon. 

I  know  there  Is  supposed  to  be  someone  to  serve  the  needs  of  all  the  farmers. 
The  Federal  Land  Bank  for  long  terms,  Fanners  Borne  Administration  f&r  Uxm 
and  short  terms,  and  P.CA.  for  short  and  Intermediate  terms.  Hits  la  fine  and 
good  if  everybody  la  served  by  these  agencies.  The  I^eral  Idud  Bonk  made 
only  26  loans  In  my  count;  from  January  Ist,  1074  throng  December  Slot,  1078. 
P.C.A.  bas  been  quite  active,  however,  none  of  these  agencies  mentioned  makes 
a  ten  (10)  year  loan  In  my  coimty  using  chattels  as  security. 

I  recMitly  bought  a  tractor  that  had  a  sticker  price  in  excess  ot  |20,(K)0.0(k  His 
Internal  Revenue  allows  me  to  take  investment  credit  and  depreciation  oa  a 
ten  year  basis,  however,  I  cannot  get  a  ten  (10)  year  loan  from  any  of  the  above 
mentioned  agencies  for  my  tractt^. 

I  have  been  In  tbe  dairy  business  for  several  years.  Uy  dairy  parior  Is  outdated 
and  If  I  decide  to  stay  in  the  milking  business  I  will  be  required  to  bnlld  naw 
faculties.  New  facilities  would  necessitate  the  adding  of  more  cows  to  help  pay 
for  the  parlor  and  more  cows  would  call  for  more  silage  capadty.  nia  point  I 
want  to  make  Is  this.  I  cannot  borrow  the  funds  from  the  above  uenttaasd 
agencies  on  a  ten  (10)  year  basis  without  giving  a  real  estate  mortgaga 

I  am  a  member— borrower  of  the  Farm  Credit  System  and  believe  we  AonU 
have  a  ten  year  loan  or  longer  for  such  Items  as  mentioned  above;  I  laspMil fully 
re<inest,  on  my  behalf  and  b^alf  of  the  farmers  of  Casey  County  and  Sontl^ 
eastern  Kentucky  that  the  law  be  amended  to  permit  PrDdncUon  Credit  AiM- 
clatlons  to  make  loans  for  capital  purposes  with  maturities  of  ten  (10)  yean  or 
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WjlKisacb,  Tkhh. 
jSepfOMMr  t$,  1079. 
Hon.  Ed  Joites, 

OhatniHM,  B«boammtttee  on  CoiueroaHofi  oni  Ondit, 
WaaMnfftOH,  D.O. 

OOHOBxaauAir  Joifra:  Ab  a  member  of  tbe  Bedford  Conn^  Fsrmer^  Oo-op, 
Director  of  tbe  Farm  Bnrean,  and  Cbotrman  of  tbe  Board  of  Mnrtreeab«o  Pro- 
duction Credit  Association,  I  am  writing  joa  in  r^ard  to  tbe  new  Parm  Credit 
LeglslatKHi.  I  feel  tbat  Prodoctlon  Credit  Associations  are  in  dire  need  of  an 
extenalon  of  longer  terms  from  7  to  10  years,  dne  to  the  increased  cost  <rf  es- 
pmses,  eqnlpment,  and  the  total  operattng  coats  connected  wltb  tbe  farming 
indnstiT' 

Doe  to  the  accderatlon  of  land  prices  and  capital  expansion,  and  the  interest 
coat  over  the  past  months,  the  T  year  loan  baa  become  ontdated. 
Very  truly  yonrs. 

Out  H^TKnra. 


aXarladale,  Miii.,  Ootol>ar  1, 1976. 
Bo  Farm  Credit  Leglfllatlon 
Hon.  Bd  Jokes, 

Chairman,  Bovie  Agtitmltural  Buicommittee  o»  Ootuervation  and  Oredtt, 
Ho%»e  of  Repn»e»tativv», 
WfUJUngton,  D.O. 

Deab  OonoBxasuAiT  Joins :  I  am  writing  in  r^ard  to  tbe  Farm  Credit  Legida- 
tt<Hi  wblcb  Is  tbe  subject  of  iieKt\DgB  cnrreotly  being  held  by  your  ctminiitteft  I 
am  a  farmer  and  cotton  gin  operator,  living  in  Coaboma  Oonnty,  Mlaalssiiiiil  and 
have  been  a  member  of  Glarkedale  Prodnctiou  Credit  Association  for  twentj-tbree 
years.  This  Aseodattoo  baa  filled  a  very  vital  need  for  me  and  tbe  tfxmfm  ot  tUs 
area  by  vlrtne  of  tbe  ontstanding  s^vlces  It  bas  roidered,  poitlcnlaiiy  in  tbe 
calories  of  creAt,  Credit  Ufe  Insurance  and  Property  Insurance.  I  am  feaifid 
that  these  aerrices  may  be  jeopardlaed  by  tile  changes  that  are  bring  proposed  in 
the  legislation.  I  would  strongly  urge  passage  of  the  legislative  pac^^age  as  in- 
troduced with  no  changes  thereto^ 

The  services  ofCered  by  the  PCA's  which  are  under  attack  by  outside  forces  an 
essential  to  sound  farming  operations  and  particularly  the  benefits  realized  by 
the  farmer  due  to  c(»npetItion.  All  of  these  additional  services  offered  by  FOA 
are  strictly  optional.  Ittdlvldial  members  may  subscribe  to  tiiese  SNTlces  buMj 
on  the  basis  of  need  and  the  economy  that  might  be  realized  because  of  compet- 
itlTe  rates. 

I  strongly  urge  you  to  use  your  Infiuence  to  prevent  introduction  <tf  any  amend- 
ment which  would  Impair  the  autiu»4tT  of  PGAs  to  offer  these  services. 
Ree|)ectfaUy  submitted, 

Ia>it  Bsuiuit. 

September  28,  IStQ. 
Hon.  Bd  Joins, 

Ohatrmtm,  Home  AffricvUttirat  Snlxxmttnlttee  on  Ooi%tervatto»  and  OreUt, 
Hovte  of  BeprewniaHvei, 
Wathlnfftoti,  D.O. 

DsAB  Mb.  CsAiBif  ATI :  My  name  is  Robert  Carson.  I  am  from  Marks,  MlaslB- 
slppl.  I  am  a  farmer  and  have  been  since  IfiQl.  Production  of  cotttw,  eoybeana, 
rice,  feed  grains  and  peanuts  Is  and  has  been  my  prlndpal  eonrce  of  Incrane  tor 
28  years.  At  tbe  present  time,  my  family  and  I  farm  1600  acres  of  row  crop  land. 

I  am  a  member  of  several  cooperatives  tiiat  meet  tbe  needs  of  my  buidness.  At 
tbe  present  time  I  serve  on  tbe  Board  of  Directors  <it  tiie  BlecMc  Power  Asso- 
ciation that  serves  the  area  In  which  I  farm,  a  local  farm  euK^  co-op  from  which 
I  purchase  the  large  majority  of  mj  farm  Inputs,  a  cotton  gin  where  my  seed 
cotton  is  processed,  tbe  largest  coc^terattve  oil  mill  In  the  state  of  Mlaslaaipiii, 
and  MlsBlsalppf  Ch^nlcal  Corporation  at  Tazoo  City,  MiBBlBCdppi. 

As  I  stated.  I  am  a  director  of  each  of  these  organlzationa.  In  addition,  I  am  a 
member  of  a  local  grain  elevator  wbicb  Is  the  first  handler  of  onr  soybeans  and 
feed  grains  and  a  peanut  elevator  which  is  tbe  first  handler  of  that  crap. 

Last,  but  certainly  not  least,  I  serve  <m  tbe  Board  of  tbe  local  PGA  from  which 
our  crop  and  eqidpment  financing  ia  received.  B)adi  of  (lieae  organisathxia,  wltti 
the  exceptiwi  of  grain  elevators  and  tbe  Electric  Power  AsaodatlMi,  aecnn  their 
funds  from  FIOB  and  th«  Bank  for  Oo(^matlTM  In  New  Orieana. 
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As  70a  can  see,  Hr.  GhKinnan,  I  believe  In  what  tlie  antp  movtaoBOt  can  metn 
to  farmers  In  out  area.  Wherever  farmers  hare  a  hand  In  aopfilyfng  tlidr  own 
needs,  they  have  a  meiins  to  control  cost,  Improve  service,  and  create  bealliiT 
competlti<»). 

Now,  as  to  specific  reference  to  H.R.  47S2  and  S  ues,  a  bill  to  amend  further 
the  Farm  Credit  Act  of  1971,  and  more  directly  to  how  this  Bill  will  inSnenc* 
PCAs.  Hr.  Chairman,  I  call  attention  to  the  fact  that  farmer-owned  lending 
institutions  are  simply  asking  to  have  the  right  to  bettei  nerve  their  mBnl 
and  offer  healthy  competition  in  an  economy  which  needs  onreetricted  c 
petition.  I  refer  to  competition  which  permits  the  member-borrower  ttae  oppor- 
tunity to  choose  the  service  wlilch  best  suits  bis  needs.  No  borrower  will  «eek  > 
more  expensive  ronte  simply  for  loyalty.  The  net  cost  must  be  lower,  and  the 
service  must  be  better.  If  tbese  two  facets  are  not  met  within  the  eystem,  the 
borrower  will  be  expected  to  seek  those  services  from  outside  sources.  How- 
ever, if  net  cost  can  be  lowered,  the  members  should  have  the  right  to  do  bnsl- 
ness  with  their  farmer-owned  Associations. 

lir.  Chairman,  you  well  know  thai  farmers  have  been  able  to  stay  alive 
simply  because  they  have  been  able  to  keep  per  acre  or  unit  cost  down  by  pro- 
ducing more  per  acre  or  unit,  an  efficiency  rate  that  Is  matched  by  no  other 
system  in  this  country  or  the  world.  Competition  among  farmers  has  been  the 
greatest  bonanza  the  consumers  of  food  and  fiber  In  this  country  have  ever 
bad.  However,  direct  costs,  as  you  well  know,  are  not  what  make  the  total  coiL 
In  the  area  of  General  and  Administrative  cost,  all  the  savings  la  eStdency 
can  be  wiped  out.  It  is  in  the  area  of  O  &  A  that  this  Bill  will  permit  tarmeis 
and  Associations  to  provide  servicee  that  can  reduce  total  borrowing  cosL 

Mr.  Chairman,  this  Bill,  needless  to  say.  has  outside  opposition.  Amendments 
will  probably  be  introduced  which  can  effectively  cripple  Uils  legislation.  I  refer 
specifically  to  amendments  that  would  prohibit  Farm  Credit  Institutions  from 
wilting  property  and  casualty  insurance.  If  this  tyite  of  amendment  should 
be  adopted,  I  would  by  necessity  have  to  oppose  the  wtole  Bill.  I  earnestly 
request  the  Chslrman  to  oppose  all  such  actions  that  would  change  the  Intent 
of  H.R.  4T82  as  Introduced  and  I  seeli  your  leadership  for  passage  of  tlda 
legislation  as  you  have  Introduced  it. 

if  you  will  permit,  let  me  direct  my  remarks  for  a  minute  to  aome  of  Ok 
services  now  provided  by  Farm  Credit  Institutions  and  services  which  need  to 
be  continued  so  the  borrowers  can  exercise  the  option  to  choose  what  best 
serves  them.  Personally,  I  do  not  now  use  the  credit  life  insurance,  credit 
disability  Insurance,  or  property  Insurance.  For  my  purposes,  these  servlCM 
are  now  provided  by  organizations  outside  tbe  Farm  Credit  Systems.  I  have 
liie  right  to  examine  what  is  provided  inside  and  outside  and  choose  what 
best  serves  my  purposes.  Others  may  find  that  from  within  they  are  best  seived. 
Bach  needs  the  right  to  choose  freely,  and  I  mean  free  from  any  coerdoo 
or  pressure.  I  can  assure  the  Chairman  that  this  is  the  way  it  is  at  Clarksdale 
Production  Credit  Association.  With  reference  to  the  farm  records  service  now 
offered,  I  do  not  use  it  simply  because  my  present  system  Is  far  superior  to  that 
offered  by  Farm  Credit  in  cnst  and  Information  provided.  I  make  the  state- 
ments to  assure  the  Chairman  that  we  do  not  have  to  purchase  from  within, 
but  need  the  option  to  do  so  if  cost  and  service  can  be  Improved. 

Mr.  Chairman.  I  say  again  that  I  endorse  tbe  whole  BUI  as  introduced  and 
seek  yonr  help  In  passage  without  amendments  that  will  change  the  Intent  of 
the  whole  package.  I  personally  a[^reclate  the  leadership  you  have  n  effec- 
tively given  farmers,  and  If  at  any  time  I  can  be  of  assistance  to  you,  I  hope 
you  will  honor  me  by  asking.  Again,  my  sincere  appreciation  to  yon  and  your 
Committee. 

Very  truly  yours, 

ROBEBT  A.  CAR8OM. 

Max  h.  Dn-woBTH, 
jETftelby,  MU»..  October  S.  JVW. 
Be  Subcommittee  Hearings — Farm  Credit  Legislation 
Hon.  Ed  Jones, 

Chairman,  Bouae  Agriculture  Subcommittee  on  Coiuervation  and  Credit, 
Route  of  Repreientatiuet, 
WMMngton,  D.O. 

Deab  Conobkssuah  Joubs:  This  letter  is  to  let  you  know  that  I  am  very  much 
Interested  in  the  above  legislation.  I  farm  beans,  cotton,  rice  and  wheat  in 
Bolivar  County,  Mississippi.  I  have  borrowed  crop  production  money  from  GUAs- 
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dale  Mississippi  PCA  since  1941— have  been  a  member  of  the  Federal  Lanfl  Banh 
aince  1977.  Oat  gin  ablpB  cotton  seed  to  an  oil  miU  that  ttorrows  moner  from  the 
Bank  of  CooperaUves.  You  can  see  why  I'm  Interested  In  the  FICB  of  New 
OrleaQB. 

Up  until  my  age  made  it  less  attractive  I  was  covered  by  PCA  Credit  Life  In- 
sorance.  The  only  reason  PCA  is  not  writing  my  property  insurance  la  a.  m«nlier 
of  my  family  owns  an  insurance  agency.  Otherwise  It  would  be  to  my  advantage 
to  have  PCA  write  my  Insurance  when  I  make  a  production  loan. 

I  cannot  understand  why  the  PCA's  shoold  have  any  problem  as  to  their  tteing 
allowed  to  write  property  insurance.  Competition  is  the  apice  that  keeps  prices 
In  line  for  everything  the  consumer  btiys.  Surely  PCA's  should  have  the  same 
rights  as  other  companies. 

Please  do  every  thing  yon  can  to  see  that  this  legtalation  is  passed  as 
Introduced. 

Slucerdy, 

Hax  L.  Dn.wi»TH. 

T.  O.  Ptn-Toir  Fasicb, 
Lyon,  Mita.,  OGtol>er  1, 1979. 
Hon.  Bd  Joheb, 

OtuHrman,  Boute  Aoriculturat  Subcommittee  on  Oontervation  and  Credit, 
BoMte  of  RepretentaUvea, 
Wathini/ton,  B.C. 

Deab  Sn:  I  am  a  farmer  of  Lyon,  Coahoma  County,  Mississippi  operating  a 
partnership  with  my  son,  T.  O.  Fulton  Jr.  For  twentj-two  years  I  have  been  a 
member  of  Clartcsdale  PCA  and  numerous  other  farm  cooperatives.  Thirty-four 
years  ago  I  helped  to  organize  and  was  Execntlve  Vice-President  and  General 
Manager  for  thirty-two  years  of  one  of  the  largest  Farm  Supply  Coperatlves  In 
this  state.  I  am  now  serving  my  fifth  3-year  term  as  director  of  Mississii^l 
Chemical  Corporation  which  I  helped  to  oi^nize.  I  am  a  member  and  director  of 
five  coperatlves  other  than  those  mentioned  above. 

I  have  carefully  read  the  amendments  to  the  Farm  Credit  Act  of  1071  and 
request  your  8up[>ort  of  the  proposal  as  is  In  Its  entirely  and  to  use  your  Influence 
to  prevent  introduction  of  any  amendment  to  Impair  the  present  insurance  serv- 
ice offered  by  PCAs.  I  have  availed  myself  of  the  Credit  Life  Insurance  for  the 
past  22  years.  I  also  recommend  that  property  Insurance  be  available  to  memtiera 
because  of  convenience  and  the  knowledge  PCA  employees  have  of  the  buslnesB 
and  needs  of  its  memtiers. 

As  it  has  been  In  the  past,  this  choice  should  be  optlooal. 

As  always,  I  feel  sure  we  can  depend  on  yon  to  use  your  Influence  and  sui^iort 
on  this  Item. 

Very  truly  yours, 

^^^  T.  O.  rm-TOi*,  Sb. 

W.  W.  Htiohes  &  Boir, 
Marke.  Mitt.,  October  1, 1979. 
Hon.  Ed  Jores. 

Chairman,  Rouge  Agriculture  Babcommittee  on  C<miervati<m  and  Credit, 
Home  of  RepretentativFs,  Wathingion,  B.C. 

Deab  Conoresshan  Jones  :  I  am  a  farmer  from  Marks,  Missifislppl.  I  have 
been  a  member  of  Clarksdale  Production  Credit  Association  since  1962.  The 
Production  Credit  Associations  are  very  important  sources  of  credit  for  the 
farmer-member.  It  is  in  this  capacity  that  I  ask  for  your  support  of  the  np- 
coming  legislation  concerning  the  entire  Farm  Credit  System. 

As  a  farmer  and  a  member  of  the  PCA,  I  am  vitally  interested  in  passage  of 
the  proposed  legislative  package  to  be  presented  by  the  Farm  Credit  System, 
r  endorse  the  total  package  as  offered  by  the  System  with  no  amendments.  It  Is 
my  opinion  that  amendments  would  only  serve  to  destroy  the  whole  concept  of 
the  System's  proposals. 

I  have  been  advised  that,  possibly,  several  special  interest  groups  oppose 
certain  parts  of  this  legislation,  more  particularly,  the  sale  of  property  and 
casualty  insurance  by  PCAs  to  members  of  the  Production  Credit  Associations 
and  the  Federal  Land  Bank  Associations.  Should  such  an  attempt  by  these 
special  interest  groups  succeed  in  a  move  to  problblt  POAa'  selling  property 
Insurance,  members  would  be  unjustly  punished. 
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1  am  familiar  n'lth  the  insurance  package  offered  by  m7  local  FCA ;  In  no 
way  could  the  sale  hare  be«n  bandied  more  professlonaUj.  Tbe  agent  went 
over  my  Mitlre  InauraQce  package  aiid  made  recommendations  that  he  thought 
liest  fit  mf  particular  needs.  Tbe  wbole  presentattos  was  made  at  my  Inristenc^ 
aad  at  do  time  was  tbere  any  preHiiiire  to  purcbase  from  PCA.  OT  no  little 
consequence  is  the  fact  tbat  a  savings  of  $1700.00  was  realiied  over  the  bid 
of  the  Independent  lasuror.  To  deny  the  member  fanners  the  ri^t  to  bnj 
property  Insurance  from  tbeir  I'CAs  Just  because  rested  Interest  gronpa  want 
to  feather  tbelr  nests  would  lie  an  injustice  to  tbe  farmer  as  a  conaomer.  Com- 
petition Is  one  of  tbe  things  tbat  bas  made  America  great. 

I  hope  that  you  will  be  able  to  support  the  fanner  and  vote  for  the  leglsla- 
tlve  package  as  presented  by  the  Farm  Credit  Syatem. 
Sincerely  yours, 

A.  W.  Stetens. 

SEPimBB  28, 19T9. 
Hon.  Ed  Johbs, 

Chairman.  Home  Agricultural  Subcommittee  on  ConxTva lion  and  Credit, 
Houte  of  Rcpretentativet,  Wathiugton,  D.C. 

Deab  Conurebbman  Jones  :  I  am  a  Mississippi  cotton,  bean,  rice,  peennt,  and 
pecan  farmer.  My  address  is  Ridgecrest  Lane,  Clarksdale,  HS.  38614.  I  have 
lieen  a  member  of  Clarkmlale  I'roduetlon  Credit  for  twenty  three  years.  I  bare 
nsed  the  Federal  Land  Bank  for  long  term  loans  for  fifteen  years.  Ttame 
i'ources  of  credit  are  the  back  bone  of  my  farm  operation  as  well  as  my  farmer 
friends  In  the  community.  I  bappen  to  know  from  farming  In  a  foreign  coontiy 
that  nothing  Is  available  even  slightly  dose  to  these  fine  organisations. 

I  personally  do  not  use  Credit  Life  Insurance.  CreiUt  Disability  Ins.,  Property 
Ins.,  Farm  Records  Service,  etc..  but  I  do  like  the  option  to  do  so  If  I  so  desire. 
There  bus  never  been  any  pressure  on  me  while  doing  hustness  with  PCSA.  to  nse 
any  of  tbe  services  except  at  my  request.  Therefore;  I  ask  for  yoor  Influence 
in  tbe  passage  of  the  amendments  to  the  Farm  Credit  Act  of  1971  as  aivroved 
bj  the  Federal  Farm  Credit  Board  in  April  of  this  year.  I  especially  seek  yoor 
influence  In  preventing  tbe  Introduction  of  any  amendments  which  would  Im- 
pair the  authority  of  PCA  to  offer  any  of  tbe  above  named  servlCflB, 

I  was  given  the  opportunity  by  my  Father  to  use  my  local  Bank  or  finance  with 
PCA  '23  years  ago.  I  took  PCA  due  to  the  method  of  accrual  for  Interest  at  the 
time  and  for  the  optional  coverages  that  I  could  choose  from,  with  no  pressnie. 
I  made  a  good  decision  my  first  year  and  that  decision  was  PCA.  I  certainly  wlah 
timt  my  Association  could  service  my  farm  operation  In  Mexico. 

Time  and  success  attest  to  I'CA  service  to  the  American  Fanner. 
Sincerely, 

Davu  B.  UcuxEia 

(TlARKSPALS  PRODUOTIOK  CkBOIT  ASBOPIATIOB, 

Clarktdale,  tfitt.,  September  28, 1979. 
Hon.  Ed  Joma, 

Chairman.  Houte  Affricultural  Svbcommittue  on  Conservation  and  Credit,  Bouae 
of  Representatives.  Washinnlon.  D.C. 

Deab  Conoressman  Jones:  I  am  a  resident  of  Clarksdale,  Coahoma  Comity. 
Mississippi  and  am  employed  by  Clarksdale  Production  Credit  Association  as 
President  of  the  Association. 

We  earnestly  reqnest  your  sapport  of  the  Farm  Credit  Act  AmendmcDta  of 
lfl7»,  as  approved  by  the  Federal  Farm  Credit  Board  and  reqnest  yonr  support 
in  opposing  any  amendments  to  the  present  legislative  package.  We  espeelally 
re<|ueBt  your  support  In  opposing  any  amendment  that  would  prohibit  Farm 
Credit  Institutions  from  offering  pro[»erty  and  casualty  insurance  to  ttaelr 
members. 

In  this  time  of  escalating  costs  to  farmers,  when  it  Is  becoming  more  and 
more  difficult  to  make  a  profit  farming,  we  believe  farmers  should  have  tlie 
option  of  purchasing  insurance  from  whatever  source  that  beet  meets  ttaelr 
Individual  needs. 

I  have  been  an  employee  of  this  Association  for  32  years,  and  we  have  sold 
Credit  Life  Insurance  to  members  for  approximately  25  years.  We  have  nerer 
retiulred  anyone  to  take  Credit  Ufe  Insaranee  In  order  to  secure  a  loBn,  ud 
it  Is  not  considered  when  approving  or  declining  a  loan  application. 
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Credit  Ute  iDrarance  bas  been  offered  only  as  a  sarricfl  to  members,  and 
we  hare  a  snbatantial  number  of  members  that  do  not  take  tbis  Insurance. 

We  began  selling  property  and  casaalty  inenrance  recently.  This  Inauiance 
will  be  offered  to  PCA  and  FLB  members  on  the  same  basis  that  Credit  Life 
Insurance  has  been  offered  PCA  members  over  a  period  or  yearg.  Members  will 
be  Invited  to  compare  the  insurance  offered  by  FC&  to  that  offered  by  any  and 
all  competitors.  We  will  recommend  to  both  PGA  and  FLB  members  that  their 
insurance  be  bought  from  whoever  beat  serves  their  indlTidaal  needs  after 
cost  and  desired  coverage  Is  considered. 
Vtxj  truly  yours, 

WiujAu  W.  Hughes.  Ill, 

U.S.  Depaktment  or  AoaicuLTDBE, 

AGRICULTUaAL  STABILIZATION  AND  CONBEBVAIIOIT  SESVICE, 

Mackav,  Idaho,  October  24, 1979. 
Hon.  Ed  Johbs, 

Chairman,  Houbc  Affricttlture  Subcommittee  on  Conservation  and  Credit, 
Uouae  of  Repretentatives,  Wathinffttm,  D.O. 

Dkab  Conqbessuan  Jones  :  We,  as  the  Count;  Committee  for  Custer  Coonty 
in  Idaho,  would  like  to  make  the  following  comments.  We  only  wldi  we  could 
attend  one  of  the  formal  hearings,  but  money  and  time  seem  to  conflict. 

As  a  committee,  we  feel  that  ACP  is  one  of  the  best  tax  investments  the  tax 
payer  1ms  made.  When  we  tie  down  our  soli  so  it  doesn't  erode,  and  we  clean 
up  our  water,  these  are  conservation  practices  that  many  people  In  the  future 
generations  will  enjoy.  ACP  has  always  been  used  In  Custer  County  as  an  incen- 
tive to  get  the  rancher  or  fnrmer  to  participate  In  some  kind  of  conservation 
practices. 

One  of  our  biggest  concerns  Is  the  amount  of  money  that  is  allocated  to  our 
county.  E^acta  year  the  amount  seems  to  get  smaller.  With  the  dollar  not  going 
aa  far  these  days  as  It  once  did,  our  conservation  dollar  isn't  getting  as  much 
done  as  we  wonld  like.  We  could  allocate  three  times  as  much  money  each  year, 
if  we  had  it  to  spend. 

Something  else  we  don't  appreciate  is  twing  told  what  practices  we  should 
have  here  in  our  county.  We  are  convinced  that  we  Icnow  the  conservation 
problems  for  Custer  County  better  than  unyone  else.  Last  year  we  asked  for 
"Weed  Control"  and  "Strcambank  Protection".  We  felt  both  of  the  practices 
are  our  highest  priority.  Our  State  Committee  approved  both  of  them  and  sent 
theui  to  Washington  for  approval,  where  they  were  both  turned  down.  We  feel 
we  should  have  the  right  to  choose  the  practices  that  buy  the  most  conservation 
for  the  dollar  spent. 

Another  item  we  feel  should  be  brought  up  is  tlie  "Clesn  Water  Act".  .4.SCS 
should  be  administering  tUs,  the  same  as  ACP.  The  Soli  Conservation  Ser- 
vice would  use  a  lot  of  this  money  for  administrative  purposes.  When  this 
happens  there  Is  no  conservation  bought.  If  ASCS  was  to  administer  the  program 
there  would  be  no  additional  administrative  cost  involved,  because  each  office 
Is  already  set  up  to  hand  ACP  and  the  cost-share  program.  We  feel  the  Clean 
Water  Act  Is  the  same  thing  we  have  been  accomplishing  with  ACP.  So,  why 
should  there  be  another  Agency  administering  the  same  thing,  and  have  all  tills 
work  duplicated  7 

Very  truly  yours, 

Tbouab  W.  Chivebs. 

Chairman, 
BOLEH  Uresti. 

Vice  Chairman, 
James  C.  Laubebt, 

Jietfutar  If  ember, 
Ou*ter  County  AS C  Oommittee. 

October  2S,  1979. 
Congressman  En  Jones, 

Chairman.  Agrioulture  Suiioommittee  on  Contervation  and  Credit, 
Boute  of  RepreientativeB,  Waahtngton,  D.C. 

Deab  Conobesbmah  Jokes  :  As  farmers  In  Laftyette  Pariah  and  members  of 
tlie  local  county  Agricultural  Btablllsatlon  and  Conservation  Committee,  we 
would  like  to  make  our  views  known  concerning  the  future  of  our  conservation 
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proKrams.  We  commcDd  70a  for  the  hearinKB  70U  are  baTing  and  r^ret  we  uv 
not  able  to  testifr  pereoiiBlIf . 

The  Agrlcaltnral  Conservation  Program  of  the  Agrlcultaral  StabiUcaUoti 
and  Conservation  Service  has  been  serving  our  nation  for  a  long  time.  Tbls  part- 
nersblp  between  our  government  and  onr  farmers  has  at^hleved  remarkable 
results.  The  ratnservatlon  practices  carried  out  beneflt  all  and  that  Is  wb;  the 
use  of  tax  dollars  to  cost  share  is  sound. 

We  have  seen  the  results  of  the  program  around  our  parish.  Fanners  are  ia- 
HtalUng  water  control  structures  to  control  ninofF  and  to  reduce  pollution  of 
streams  and  waterways  b;  slltatlon.  Tbey  are  carrying  out  many  of  tbe  other 
practices  in  the  program  with  equally  good  results. 

As  we  look  down  tbe  road  we  can  see  an  even  greater  need  for  a  good  aonod 
managed  conservation  program.  More  and  more  farmland  U  going  into  row 
crops,  a  serious  need  exists  to  atop  the  pollution  of  our  streams  and  to  prevoit 
the  serious  erosion  problems  that  rob  us  of  our  topsoU. 

We  hear  some  people  say  what  we  need  Is  new  programs,  administered  by  new 
people  to  do  new  things.  We  say  and  I  think  a  majority  of  the  fanners  would 
agree  that  the  ASCS-ACP  has  been  a  good  program  and  what  we  really  need 
Is  a  continuation  and  expansion  of  that  program.  We  don't  need  additional  pro- 
grams that  would  hire  additional  people  and  propose  to  do  the  very  same  things 
our  ACP  Is  presently  doing. 

You  know  ACP  was  the  original  EPA  program  for  Agriculture  and  haa  silently 
gone  about  doing  the  job.  ACP  funds  have  stayed  tbe  same  over  the  years,  while 
spending  for  many  other  not  nearly  as  Important  areas  have  been  Increased. 

We  tblak  the  ASC8-ACP  combination  Is  one  that  Is  proven  and  should  be 
tbe  major  focus  of  our  agricultural  conservation  efForL  If  ACP  bas  not  done 
what  some  people  think  should  have  been  done  its  only  because  the  progrwn 
haa  not  been  allowed  to  expand  to  meet  the  growing  needs. 

Lets  Increase  onr  commitment  to  conserving  our  natural  resources  In  tenns 
of  dollars  for  ;»actlces  and  not  for  duplicate  programs  and/or  people. 

Alao,  lets  keep  onr  conservation  program  under  tbe  ASO  Coonty  Committee 
ayitem.  B^ng  fanners  they  are  knowledgeable  about  the  land  and  Its  needs  and 
they  have  the  suji^iort  of  their  fellow  farmers  who  elect  them. 

We  thank  yon  for  what  you  bare  done  for  conservation  In  the  past  and  know 
we  can  cotmt  on  your  hdp  in  tbe  future. 
SlncerelTi 

J.  Qeobob  Dupixix. 
JoBH    I.    BwovtrntMB. 
B,  W.  Bpiu. 

STArauKNTS  CoHonnina  the  AoaicuLTuaAL  Cohsebvatior  PMSBau 

I  am  here  today  representing  the  Nebraska  Association  of  farmer  elected 
committeemen,  to  provide  some  statements  concerning  the  ACP.  My  eziierlenGe 
with  this  program  haa  also  been  as  a  fonner  County  A8C  committeeman  aod 
as  a  producer  who  uses  tbe  land  for  tbe  production  of  agricultural  commodiUea. 

Bome  of  the  main  points  thst  I  would  like  to  cover  are  as  follows: 

1.    IB    AOF    DOUfO    A    OOOD    JOB    IK    UT    OODNTT    AHD    THB    STATK    OF    ttKBaaaKAT 

Nebraska  has  traditionally  administered  a  program  emi^asialng  ^actlcM 
that  provide  direct  and  immediate  soil  and  water  conservation  benefits  and 
whidi  Improve  the  environment.  Xebraska  was  one  of  the  Great  Plains  States 
along  with  other  States  represented  here  whose  land  suffered  during  the  1980 
drou^t  years.  Those  of  us  who  are  native  Nebraskans  who  tilled  the  soil  or 
whose  fstbers  tilled  the  soil  can  testify  to  tbe  fact  that,  because  of  this  {wcvrani 
and  the  support  of  other  IJSDA  agencies,  Nebraska's  land  and  water  resonrcfls 
have  greatly  improved.  Our  county  committees  identify  problem  areas  and  a|^ 
prove  those  practices  that  will  best  solve  these  problema  These  practice*  are 
Kenerslly  terraces,  water  control  structures,  grass  waterways,  seedlngs  and 
windbreaks.  Regardless  of  some  criticism,  county  committees  In  Nebraska,  with 
the  leadership  snd  guidance  of  the  State  committee,  have  ntllind  ACP  fundlnx 
for  those  practices  that  I  have  mentioned  that  provide  long  time  conaerratloti 
benefits  and  that  do  not  directly  increase  production. 

Ton  may  or  may  not  know  that  Nebraska  Is  known  as  the  State  wfOi  UM 
most  abundant  ondergnnuid  water  sapiily  of  any  of  the  Otty  Stataa.  To  na  IB 
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Nebraska,  this  resooice  needs  to  be  conserved  and  utilized  effldenti;  tor  tbe 
future  production  of  cro|i8.  Approximately  ^ven  million  of  Nebraska's  20  mil- 
lion acres  of  crop  land  are  now  Irrigated,  with  the  majority  bting  Irrigated 
from  wells.  This  IrrlgBtlon  development  puts  Nebraska  as  one  of  the  three 
States  having  tbe  most  Irrigated  land.  It  la,  therefore,  Imperative  for  the  good 
of  the  nation  and  future  generations,  that  AGP  cost-sharing  be  provided  for 
practices  that  will  provide  the  most  efficient  use  of  this  valuable  underground 
wat(r  resource.  To  conclude  on  tlila  point,  1  would  therpfore  say  that  YES,  the 
ACF  througb  the  county  and  community  system  is  doing  an  excellent  job  in  my 
county  and  In  my  State. 

a.   SHOULD  WE  HAVE  MOBE  MOHKT  FOB  ACP? 

My  response  to  that  la  a  positive  Yes.  Aa  a  farmer  and  former  county  com- 
mitteeman, and  speaking  for  other  farmers  and  ranchers  in  Nebraska,  we  are 
vrllling  to  Inveat  some  of  our  own  financial  resources  into  tbe  conservation  effort 
if  there  is  more  money  available  for  the  program.  I  have  checked  with  our 
State  ASCS  office  and  they  have  advised  me  that  requests  over  a  12-montb 
period  will  average  10  to  15  million  dollars  in  Nebraska.  Yet  Nebraska's  alloea- 
tton  has  been  dropiring  from  a  high  of  about  Q'A  million  to  a  current  4'A  million 
dollars.  We  farmers  are  also  aware  that  many  countieB  in  Nebraslia  currently 
have  requests  for  cost-sharing  on  hand  for  as  much  as  $200,000  that  cannot  be 
appoved  because  of  lack  of  funds.  The  point  1  want  to  make  it  that  farmers 
are  wlUlng  to  invest  approximately  25  percent  or  more  of  the  $10  million  worth 
of  requests  if  the  funding  were  available.  COC'a  have  reported  to  me  that  dur- 
ing 1979  they  have  received  more  complaints  from  farmers  who  were  willing 
to  do  conservation  work  but  are  being  turned  down  because  funds  were  not 
available  than  ever  before. 


During  the  last  two  or  three  years,  county  committees  have  bad  an  oppor- 
tunity to  determine  which  conservation  practices  to  have  in  their  county  pro- 
gram. I  wish  to  point  out  again,  however,  tliat  In  Nebraska,  county  committees 
have  used  sound  Judgment  in  determining  which  practices  to  include.  Our  county, 
which  Is  Burt  County,  located  in  northeast  Nebraska,  has  always  been  aware 
that  sufficient  funds  are  not  available  to  Include  some  practices  that  wonld 
provide  some  conservation  benefit.  We  are  aware,  however,  like  most  county 
committees,  that  the  funds  should  be  utilized  for  those  practices  that  will  do 
the  most  good  tor  us  and  the  taxpayers  over  a  long  period  of  Ume. 


It  is  our  understanding  that  a  trust  fund  that  baa  been  proposed  by  some 
groups  would  make  money  available  to  perhaps  State  or  local  governments  or 
other  entitles  in  the  form  of  a  grant  and  allow  farmers  and  ranchers  to  borrow 
from  this  trust  fund  that  would  be  a  revolving  type  fund.  I  do  not  believe  that 
this  type  of  approach  would  be  totally  satisfactory.  I  say  this  because  everyone 
should  be  aware  that  the  total  amount  appropriated  by  Congress  for  ACP  that 
has  been  J 190  million  the  last  few  years,  goes  directly  to  the  farmer  to  apply 
conservation  on  his  land  except  5  percent  to  the  Soil  Conservation  Service  for 
technical  assistance.  The  coat  of  administering  this  program  by  ASCS  is  minimal. 
To  take  another  approach  by  eatablisWng  a  trust  fund  or  similar  type  program 
would  then  establish  another  line  of  administrative  procedures  that  could  be 
costly  to  the  taxpayer.  My  interest  is  seeing  that  every  dollar  appropriated  by 
Congress  for  conservation  be  utilized  for  that  purpose  and  not  for  administra- 
tion and  idanning. 


It  Is  my  opinion  that  this  natJon  cannot  expect  to  ever  get  the  total  conserva- 
tion job  done.  The  nation,  and  the  farmers  who  produce  the  food,  must  exercise 
patience  and  realize  that  the  total  conservation  Job  cannot  be  accomplished  In 
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one  or  two  decades.  Production  of  food  on  farms  and  ranches  clianges,  baaed  on 
new  techniques,  and  this  causes  new  conservatfw  problems  to  arise.  We  mnst  all 
realize  that  Just  because  new  terraces  have  tieen  built  or  a  new  dam  has  been 
built,  these  practices  do  not  last  forever  even  with  the  beat  maintenance, 

I  will  say,  however,  that  if  our  aoQletj,  through  their  delegated  repreeenta- 
tivee.  will  reallEe  that  farmers  and  ranchers  are  willing  to  Invest  part  at  the 
coet  in  the  conservation  effort  and  match  their  funds  with  pnbllc  fonds,  we  can 
continue  to  make  great  strides  in  reducing  erosltw,  conserving  water  and  im- 
proving  the  environment.  The  AC?  has  worked  through  the  country  conunlttee 
system  and  will  continue  to  work  in  accomplishing  our  goal  If  the  pnbllc  wOl 
see  flt  to  share  In  conserving  our  soil  and  water  for  generations  yet  to  «nne. 

I  thank  jou  for  the  opportunity  to  present  these  statements.  Ittuilt  70a. 


OoTOBn  28,  19TB. 

Be  testimony  of  Gene  Simmons,  Cameron,  Mo.,  pertaining  to  pn^towd  ama>d- 

meats  to  Farm  Credit  Sfstem  law  and  ACF  program. 
Representative  Ka  Joitbs, 
Chairman,  OoiuervatUm  and  Credit  SMboammittee,  Boute  Afftiaullun  Committee. 

Ma.  CHAiBifAiT :  In  connection  with  proposed  changes  to  the  farm  credit  law, 
I  a[H>reclate  the  opportunity  to  offer  my  comments  and  snggestlCMUL  Hy  testi- 
mony la  based  on  considerable  training  and  experience  in  the  field  of  agricultme, 
and  I  am  vitally  Interested  in  the  farm  credit  system  and  its  service  to  acricnl- 
tare.  I  served  21  years  with  the  Federal  Land  Bank  In  field  aSBodattrai,  mtmOr 
as  a  manager  of  a  local  association.  I  also  own  and  superrlse  a  200  acre  srain 
and  livestock  Carm,  and  taught  agriculture  after  gradnting  from  the  HiaBonil 
College  of  Agriculture.  Presently  and  for  the  last  five  years  I  have  owned  and 
operated  my  own  farm  real  estate  brokerage  firm.  I  will  divide  my  conunents 
into  sections  according  to  the  particular  farm  credit  nnit  First,  I  will  comment 
on  the  Federal  Idind  Bank  System  r 

Under  the  present  law,  Federal  Land  Banks  can  loan  np  to  SS  percent  of  the 
appraised  present  market  value  of  farms.  I  believe  that  If  the  present  law  was 
properly  carried  out  and  farmers  could  actually  receive  this  amount  of  loan 
on  a  farm,  CheFe  would  not  be  such  a  need  for  some  action.  I  was  a  manager  of 
an  association  in  Uie  early  seventies  when  the  present  farm  credit  act  of  1972 
was  passed,  and  we  started  ont  making  85  percent  loans  bat  It  was  not  long 
until  our  Buperrlsors  out  of  the  land  bank  (St  Louis  bank)  started  cnttins  na 
l>ack  to  loans  of  70  percent  or  less.  I  understand  in  some  areas  no  more  than 
a  60  percent  loan  can  be  obtained.  Large  and  wealthy  farmers  or  outside  Inves- 
tors may  have  the  la^e  down  payment  needed,  however  the  mldle  class  and 
young  farmers  do  not,  so  it  has  become  Impossible  for  many  mral  people  to 
remain  on  the  farms  and  engaged  in  agriculture.  Commercial  banks  cannot  otta 
much  long  term  capital  for  land  purchase  since  they  mnst  roll  over  freonently 
their  money  for  short  term  nse  by  customers.  Insurance  companies  offer  smne 
capita],  but  strictly  on  their  own  terms  and  they  choose  their  loans  carefnlly 
and  frequently  do  not  have  funds  due  to  changing  economic  conditions.  Farmers 
Home  Administration  Is  of  some  benefit  In  land  purchase,  however  tbe?  fre- 
quently are  out  of  available  funds  and  their  loan  processing  is  extremely  skrw 
and  Inefflcient.  The  I^nd  Banks  and  wha  have  made  many  Joint  partlilpatlaD 
loans,  however  the  loan  process  works  much  better  if  Lend  Banks  can  make  tbe 
loan  by  themselves.  It  has  been  suggested,  I  understand,  that  amounts  ovw  80 
percent  of  a  I^nd  Bank  loan  be  made  and  Insured  by  some  agency  (tf  tbe  gar- 
emment  snch  as  FHA,  This  would  be  satisfactory,  I  think,  however  It  nii^es 
loan  processing  more  slow  and  awkward  for  the  farmer  borrower,  nie  Luid 
Banks  are  the  Ideal  vehicle  for  channeling  capital  Into  agricolhira,  and  u  I 
mentioned,  I  believe  if  fanners  could  actually  receive  a  realistic  8S  percent  loss, 
they  would  be  able  In  many  cases  to  go  ahead  and  purchase  tarms.  TberefiM«, 
I  wonld  scrutinize  the  operations  of  the  Land  Banks  to  see  that  they  do  what 
they  are  supposed  to  do.  There  are  not  enotu^  farm  credit  emplivees  at  tbe 
Washington  level  to  see  every  tarnx,  and  they  therefore  rely  <hi  tbe  district  bonks 
to  carry  out  tbe  program  and  they  check  it  on  a  spot  review  baris. 

I  believe  tbe  problem  In  administering  the  85  percent  loon  level  arises  irtun 
the  loan  approval  process  Is  required  to  go  tbrongb  too  many  vertical  Ilnei  (tf 
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aatborl^.  At  eacb  level.  It  seems  like  an  extra  10  percent  la  cnt  off  the  loan  so 
that  tbe  mao  working  on  tbe  loan  or  wbo  1b  responHlble  will  "not  look  too  higb". 
By  the  time  one  starts  at  the  FCA  level  In  Washington,  then  goes  to  the  district 
bank  level,  then  on  through  the  area  aupervlsor  (or  Regional  Vlce-Prestdent:) , 
as  they  are  now  called,  then  on  tbe  local  association  Manager  (or  President) 
there  Is  a  good  at  least  30  percent  loanable  lost  to  the  fanner.  Everyone  seems 
to  be  trying  to  second-gness  bis  enperrlsor,  and  is  more  concerned  with  beli^ 
"too  hi|^"  on  Ma  loan  than  b^ng  of  service  to  the  farmer.  It  Is  my  firm  belief 
and  always  will  be,  that  the  land  banka  and  the  cooperative  credit  gystem  exists 
only  for  tbe  ben^t  of  the  farmer.  They  were  not  organised  for  profit  and  should 
□ot  be  motivated  on  that  befdB.  Please  imderstand  that  I  do  not  believe  in  oper- 
ating at  a  loss,  as  expenses  mnst  be  paid  and  certain  capital  reserves  must  be 
maintained.  Bnt,  I  want  to  assure  you  that  there  are  several  men  in  the  Farm 
Credit  System  and  banks  that  will  make  the  above  statement  I  made,  but  they 
do  not  really  believe  In  tbe  cooperative  principle  and  are  only  Interested  In  mak- 
ing a  big  gain  or  profit  to  promote  tbeir  own  tame  and  authority.  I  think  this  is 
a  general  problem  In  all  farm  cooperatives  today,  and  I  think  the  solution  is 
for  the  farmer-members  to  be  more  active  In  the  actual  operation  of  their  or- 
ganization. The  Farm  Credit  Act  of  1072  gave  much  more  power  (particularly 
over  local  association  personnel)  to  the  district  banks,  and  In  this  area  that 
power  has  been  greatly  exercised,  leaving  local  association  board  members  be- 
hind In  the  process.  Local  associatlona  formerly  bad  some  authority  or  at  least 
received  adequate  consideration  from  the  district  bank,  but  now  that  Is  not 
tme.  In  this  district  many  good  experienced  association  managers  have  left, 
and  were  replaced  by  young  men  of  good  quality,  but  very  inexperienced  in  of- 
fering proper  counsel  and  advice  to  farmers  managing  Investments  of  from 
$200,000  up  to  several  million  dollars.  Personally,  I  want  to  say  that  I  built  a 
successful  Land  Bank  Association  here  at  Cameron  from  fS  million  up  to  $30 
million  outstanding,  with  all  loans  on  a  sound  basis.  When  I  could  not  get  Qlenn 
Heltz,  president  of  the  St.  Louis  I^nd  Bank  to  offer  me  additional  field  staff  to 
meet  Che  increasing  need  for  loans  (we  were  making  $1  million  In  new  loans 
monthly),  he  Intimidated  me  and  forced  me  out  of  oflSce  over  tbe  local  board, 
not  giving  them  a  chance  to  vote  on  my  record.  I  was  told  my  loans  were  "too 
high",  etc..  however  most  nf  my  customers  told  me  tbpy  thought  I  was  very  con- 
servative. I  do  know  that  I  tried  to  appraise  farms  at  their  true  present  market 
value,  and  to  make  loans  of  a  realistic  amonnt.  We  bad  1300  loans  and  I  know 
tbe  record  of  success  on  the  loans  has  been  good  and  most  are  being  ret>ald  with- 
out problems.  In  making  long  term  loans  of  20  to  30  years,  you  mnst  understand 
that  some  loans  can  go  sour  as  people  can  change  and  conditions  can  change.  I 
now  get  reports  that  the  Land  Bank  Is  not  doing  much  of  anything  In  tbe  way 
of  making  many  loans  here  now.  Many  are  forced  to  get  or  seek  loans  from 
banks,  insurance  companies  or  through  the  seller.  Getting  back  to  the  86  per- 
cent loan — I  believe  many  purchasers  could  manage  a  10  to  16  percent  down 
payment  if  they  could  get  the  86  percent.  On  a  typical  of  a  300  acre  base  farm 
selling  at  $1000/a  or  $300,000,  there  is  a  great  deal  of  difference  between  16  per- 
cent down  ($45,000)  and  30  percent  down  ($90,000).  And  of  course  If  a  Land 
Bank  appraiser  says  the  farm  Is  selling  too  high,  falls  to  respect  sale  price,  and 
sets  a  market  value  of  say  $270,000,  tbe  resulting  loan  Is  further  reduced.  I  asu- 
ally  set  the  market  value  at  the  same  level  as  the  sales  price  (provided  It  seemed 
to  be  a  reasonable  sale). 

However,  I  saw  cases  where  supervisors  would  consider  himself  the  foremost 
authority  on  value  and  arbitrarily  set  tbe  market  value  ou  a  loan  report  at  a 
point  quite  well  below  tbe  sale  price.  I  know  as  well  as  anyone  that  the  I^nd 
Banks  and  other  units  of  the  Farm  Credit  ^stem  must  keep  their  loans  sound 
In  order  to  promote  confidence  in  their  bonds  by  investors,  however  they  tend 
to  forget  who  they  are  supposed  to  serve — ^the  farmer.  The  Farm  Credit  System 
and  the  Land  Banks  do  have  a  public  trust  and  we  should  not  forget  this,  but 
now  with  a  new  set  of  economic  conditions  fating  the  farmer  and  the  fidd  of 
agriculture,  It  Is  time  to  take  a  new  look  at  his  needs.  Because  If  we  do  not 
promote  the  Interests  of  the  farmer  and  agriculture  and  he  goes  down  the  drain, 
there  will  tie  no  need  for  a  farm  credit  system  or  a  Federal  Land  Bank,  With 
higher  percentage  loans  at  higher  Interest  rates  and  on  land  costing  more  than 
ever  per  acre.  It  Is  true  that  farmers  can  have  serious  cash  flow  problems.  Part 
of  this  pressure  can  be  relieved  with  new  payment  plana  such  as  Installments 
of  interest  only,  partially  amortized  loan  installments,  1>alo<m  payments,  etc. 
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Borne  loans  are  alreadf  being  made  by  Land  Banks  now  with  paymenta  of 
interest  only  for  a  apedfled  period,  bat  I  tblnk  more  could  be  done  on  partially 
amortlaed  loans — that  Is,  with  gay  raily  one-half  of  the  prlntiiial  being  paid  oB 
In  SO  yearsk  with  the  other  half  dne  In  a  baloon  paymoit  at  the  end  of  the  M 
year  term.  This  conld  be  accomtdished  of  course  with  a  re-flnandng  at  that 
time.  1  want  to  point  ont  that  dne  to  Inflatloa  and  riBlng  land  prices,  fewer  petqile 
can  purcliase  land,  which  Is  s[»eediiLg  up  the  trend  toward  fewer  and  larger  fiinn 
units.  WitboQt  adequate  credit  sources,  this  trend  will  continue  at  a  rapid  pace. 
I  do  not  feel  it  Is  healthy  for  our  economic  system  for  a  majority  of  the  land  to 
be  owned  by  fewer  peoide  and  organiEatioos.  As  pe<^e  leave  the  land  and  mi- 
grate to  the  cities,  social  problems  there  tend  to  gti  worse.  More  people  ataying 
on  farms  aud  In  rural  areas  will  support  the  economies  of  local  towns  and  com- 
munltiea.  Some  countlea  (one  In  thiii  area)  are  brolce  as  tbey  do  not  have  vtavgti 
peoide  paying  taxes  to  support  It.  It  is  true  that  larger  farm  units  are  more 
efficient  In  their  producticm  up  to  a  certain  slie.  In  this  area  the  full  time 
farmers  will  typically  own  around  300  acres  and  rent  In  addition  at  least  SOO 
acres.  It  Is  also  true  tluit  a  nia]<»'lty  of  our  food  production  in  this  country  will 
come  from  a  relatively  small  number  of  larger  farm  units,  and  of  coarse  this  is 
Important  to  beep  food  clieap  to  the  consumer.  But  we  most  remember  there  Is 
a  social  and  cultnral  aspect  to  this  problem.  BtQdie«  hare  also  shown  that  In 
commnnltiee  where  there  is  moetly  large  and  corporate  farms,  there  is  a  lOM  of 
social  and  cultural  lite  as  well  as  enough  economic  support.  Therefore,  in  sam* 
mary  I  would  make  the  tollowiug  reccmmeDdations  for  general  Improvemeat  of 
the  Federal  Land  Banlcs : 

1.  Farm  Credit  Admlnistraticm  and  District  Land  Banks  should  bettw  ad- 
minister the  [vesent  Farm  Credit  Law  calling  for  86  percent  loans  so  that 
tanners  could  receive  loans  of  a  more  reeilatlc  amount 

2,  Eliminate  too  mnch  centraliaatlon  of  power  in  the  system  which  leads  to 
lack  of  nnderstanding  and  adequate  loan  service  to  the  farmer. 

8.  Eliminate  too  many  vertical  levels  of  authority  which  acts  to  rednce  amount 
of  loans  and  proper  loan  service  at  the  fleld  level.  Consideration  conld  be  given 
to  making  local  association  the  primary  lender,  with  all  paper  work,  processing, 
legal  work,  etc.,  being  done  locally  in  the  association. 

4.  In  cases  where  a  realistic  S6  percent  Land  Bank  loan  is  not  adequate  tor 
the  borrowers  needs,  that  an  additional  IS  percent  loan  or  saffldait  a 
needed  conld  be  advanced  by  the  land  bank,  with  the  additional  amount  li 
by  some  agency  of  tlie  federal  government  such  as  Farmers  Home  Admh  . 
tlon.  The  mechanics  of  this  program  should  be  worked  out  so  that  the  part 
played  by  FBA  does  not  hamper  or  slow  down  the  usual  [vompt  loan  proceaalng 
time  of  the  Land  Banks. 

G.  Bevlew  repayment  plans  and  devise  new  ones  more  suited  to  the  btrmers 
needs  and  farming  operations.  Suggest  snmller  principal  payments,  interest  only 
payment,  partially  amortii^  payments,  baloon  payments  etc. 

6.  It  is  good  If  a  Iwrrower  has  some  equity  In  his  propertr,  ev^i  It  only  15 
percent,  however,  consideration  conld  be  given  to  permitting  Land  Bonks  to  loan 
IW  percent  of  the  pnrchase  price  of  a  farm  being  taken  as  security,  provided 
the  borrower  can  generate  the  necessary  cash  flow  from  the  farm  plus  other 
assets  owned. 

I  would  now  like  to  make  general  comments  regarding  the  prodnctlon  credit 
associations : 

The  local  PCA's  which  discount  their  loans  through  the  district  Federal  In- 
termediate Credit  Banks  have  proven  to  be  a  good  and  reliable  credit  source 
for  farmers.  Tbey  have  l>een  more  progressive  than  the  Federal  Land  Bank 
Associations  and  do  a  better  Job  of  promoting  and  marketing  their  aerrices.  ^e 
local  associations  act  as  the  primary  lender  to  farmers,  thus  offering  more  eis- 
dent  service.  There  is  no  reason  why  the  local  FLBA'a  could  operate  in  a  like 
manner.  Dne  to  Increasing  capital  operating  needs,  PCA's  have  tOlflUed  a  real 
need  for  credit  to  farmers.  They  extend  credit  on  short  and  intermediate  tenn 
to  farmers,  more  on  a  turia  suited  to  their  needs.  They  stay  closer  to  a  farmu 
and  bis  operation,  seeing  him  every  few  weeks  and  therefore  are  l>ett^  Informed 
and  in  tietter  position  to  give  him  advice  and  counsel.  They  usually  take  tmly 
personal  property  for  loan  security  and  should  not  be  permitted  to  take  real 
estate  farm  mortgages  for  periods  of  longer  tlian  one  year.  They  need  to  ^ke  a 
short  term  deed  of  trust  occasionally  to  protect  their  position  until  a  farBMr 
marketa  Us  products.  I  think  PCA's  should  be  able  to  finance  agricultural  related 
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enterprises  socb  hb  custom  tertUlzer  or  cbemlcal  appUc&tlon  buBlnesaes.  The  gen- 
eral tbeme  of  tbe  PCA'a  should  be  loans  for  farm  operating  purposes,  to  be  paid 
back  ot  renewed  In  the  short  or  Inter-medlate  term  (not  over  3  yra.)- 

I  would  now  make  general  coromeats  on  banks  for  cooperatives : 

I  nndersland  under  the  proposed  amendments  to  the  farm  credit  law,  that 
banks  for  cooperatives  in  the  various  districts  could  make  certain  type  loans 
to  expand  the  eiportlng  of  farm  commodities.  I  think  this  is  a  very  good  pur- 
pose and  the  law  should  be  Implemented  Immediately  to  do  »o.  Today  we  are 
seeing  great  American  production  of  grain,  for  example,  and  the  market  Is  now 
glutted  due  to  storage  and  transportation  problems.  If  additional  programs  and 
facilities  of  local  coops  could  speed  up  the  movement  of  Uiis  grain  to  the  ports 
and  overseas,  it  would  be  a  great  thing. 

Our  farm  cooperatives  should  be  In  a  position  to  better  compete  with  the  large 
privately  owned  grain  companies.  The  farmer  would  get  a  better  price  and  It 
would  help  the  movement  of  grain.  Everyone  knows  the  real  need  today  of  in- 
creasing our  exports  and  improving  our  balance  of  trade.  This  Is  doubly  Impor' 
tant  in  view  of  the  vast  amounts  of  dollars  going  out  of  this  country  to  pay  for 
oil  being  imported.  One  of  the  great  economic  advantages  of  tills  country  la  Its 
agricultural  production  from  farms,  and  this  Is  one  way  to  promote  it  and  use 
It  to  our  economic  benefit.  I  am  not  familiar  with  the  details  of  the  proposed 
loan  program  here,  but  I  presume  It  would  be  one  of  making  loans  to  local  farm 
cooperatives  to  build  facilities,  etc.  I  am  a  member  of  the  local  coop  (Farmland) 
and  store  my  grain  annually  here  at  the  local  evelator.  When  it  goes  in  to  Kansas 
City,  it  is  usually  bought  by  one  of  the  large  private  grain  companies.  It  wonld 
t>e  better  if  farm  cooperatives  had  the  storage  and  transportation  facilities  to 
handle  the  grain  direct  from  the  farmer  via  the  marketing  procesa  direct  to  the 
parchaser  overseas.  The  farmer  would  probably  get  a  better  price,  and  it  might 
eliminate  those  private  ones  who  would  speculate  and  try  to  make  money  off  the 
farmer  In  the  process. 

This  concludes  my  testimony  r^ardlng  the  Farm  Credit  System,  except  that 
I  want  to  say  that  I  have  a  high  regard  for  the  system  and  the  important  role 
It  idays  In  agriculture.  I  am  particularly  Interested  In  the  Federal  Land  Bank 
System,  having  spent  many  years  there.  Also  having  my  own  farm  and  operating 
a  farm  real  estate  business  as  well  as  having  been  trained  in  and  taught  a^crionl- 
ture.  I  feel  I  have  a  good  understanding  and  background  of  agriculture.  If  the 
opportunity  arises,  I  would  very  much  like  tn  continue  my  career  in  Farm  Credit. 
In  recent  years.  I  was  twice  invited  to  Washington  to  interview  for  Governor  of 
Farm  Credit  Administration.  I  have  many  active  yesrs  left  since  I  started  rather 
young  with  the  I^nd  Bark.  I  have  contacted  both  the  Washington  office  of 
FCA  and  the  St.  Louis  I^and  Bank,  ea  well  as  other  districts,  however  they  do 
not  seem  to  want  people  with  my  experience,  and  this  is  quite  bard  to  under- 
stand. I  would  say  that  this  is  what  is  wrong  in  general  with  our  government 
today,  that  is,  it  has  just  lost  tonch  with  people  at  the  grass  roots  and  there- 
fore one  can  not  blame  them  for  losing  confldence  with  government.  Meantime. 
I  will  be  watching  and  watting  for  any  chance  whereby  I  can  make  a  contribu- 
tion to  The  Land  Banks  and  Farm  Credit. 

Now  I  would  like  to  offer  my  comments  r^arding  the  Agricultural  Conserva- 
tion Program  (ACP)  which  I  understand  is  being  studied  for  Improvement  and 
new  incentives.  Needless  to  say.  due  to  higher  land  value  and  need  for  grain, 
more  and  more  land  Is  belne  plowed  and  Is  under  intensive  cultivation.  lYom 
watching  my  own  land,  I  know  this  results  In  more  rapid  erosion  of  our  most 
precious  resource — our  soil.  Many  flelds  are  under  continuous  row-crop  use  of 
com,  soybeans,  wheat,  or  mllo.  Once  lost  at  the  bottom  of  the  hill,  or  into  our 
streams,  the  soti  is  gone  from  productive  use  forever.  There  is  no  better  purpose 
for  Federal  funds  than  allocation  to  conservation  methods  such  as  terraces,  tile 
outlets,  rKinds.  limestone  anpllcations.  grass  seeding,  etc.  We  spend  billions  over- 
seas, with  nn  vlsIMe  results,  so  whv  not  snend  for  something  oulte  basic  like 
soil  conservation.  I  have  received  some  cost  share  assistance  and  the  present 
mechanics  are  satisfactory,  except  tliat  there  needs  to  be  much  more  money 
channeled  into  this  ACP  program.  In  this  way,  many  more  farmers  could  receive 
assistance. 

Tn  my  conntv  this  calendar  year  a  certain  amount  of  money  was  received  for 
ACP  work  through  the  ASC9.  howpver  it  wa«  too  small  to  he  reallv  elective  on 
much  of  a  scale.  I  was  quite  thankful  to  receive  the  help  I  got,  however  1  know 
the  county  committee  was  ta  a  quandry  trying  to  distribute  fairiy  the  small  , 


ly  Google 


542 

amouDt  they  received.  Land  ImpcDTement  coeta  have  risen  so  fut  that  conaer- 
vatloD  methods  have  become  quite  M«tly.  For  example,  a  bulldoser  will  ctaariie 
from  $40  to  160  per  hour  and  this  soon  runs  Into  large  amounts  of  money.  Usaallr 
many  days  are  required  to  complete  a  land  terracing  project.  I  believe  under 
the  present  plan,  A8CS  will  share-cost  50  percent  up  to  a  certain  amonnt,  and 
this  is  really  a  pretty  good  Incentive  to  do  conservation  work.  The  problem  is  the 
amount  distributed  from  the  county  office  Is  bo  limited  that  a  farmer  feela  be  Is 
quite  limited  In  the  amount  he  can  do.  Other  limiting  factors  to  doing  conserra- 
tlon  work.  are.  weather  conditions  and  lacli  of  avBilabllity  of  a  contractor.  It 
requires  a  large  amount  of  capltol  investment  on  the  part  of  the  contractor  In 
tractors,  dozers,  and  equipment,  and  many  are  not  able  to  handle  it.  One  can  not 
control  the  weather,  and  In  this  area  one  has  to  do  the  work  in  a  short  period 
of  time  In  the  spring  before  crops  are  planted  and  in  the  fall  after  they  are 
harvested,  so  the  time  factor  la  limited.  To  help  the  problem  of  availability  of 
contractors,  I  would  think  some  plan  might  be  worked  out  whereby  qualified 
contractors  could  avail  themselves  of  a  government  sponsored  program  whereby 
they  could  get  necessary  credit  to  get  established  In  the  land  improvement 
bualnesB.  They  need  money  in  the  amounts  similar  to  land  purchase  (large 
amounts),  and  perhaps  they  need  a  loan  program  more  suited  to  tbeir  needs. 
Loans  could  be  made  for  longer  periods  of  time  with  more  favorable  repay- 
ment terms.  Perhaps  the  farm  credit  system  or  PHA  could  enter  the  picture 
here  with  a  loan  program  to  llnance  qualified  coDtractoi«.  I  know  penonaUy 
several  land  contractors,  and  It  really  Is  a  struggle  for  them  to  handle  the  huge 
investment,  do  much  work,  and  be  successful.  Farmers  themselves  usually  do 
not  have  the  time  or  are  not  up  on  latest  techniques  to  purchase  and  operate 
land  Improvement  equipment.  I  want  to  point  out  here  that  I  srongly  oppose 
Federal  Laws  and  regnlalons  that  interfere  in  any  way  with  land  use  and  the 
right  of  the  farmer  to  operate  his  land  as  he  sees  fit.  This  Is  a  basic  freedom 
that  we  must  preserve.  I  have  heard  that  some  water  regulations  concerning 
the  Corps  of  Engineers  and  stream  run-off  situations  might  result  In  restrictive 
land  use  and  this  not  good.  Our  country  has  made  great  progress  and  Is  stlU  the 
best  country  in  the  world  and  this  has  been  made  possible  because  of  our  success- 
ful agriculture  and  etHclent  food  production.  We  started  as  a  primitive  rural 
country  and  have  come  farther  than  any  other  nation,  largely  because  we  pre- 
served the  light  to  choose  and  progress  through  freedom.  Americans  are  proud 
of  their  country  and  their  freedom  and  I  think  the  reason  many  are  upset  in 
these  times  is  they  see  their  freedom  being  threatened  by  world-wide  economic 
and  political  conditions.  One  of  our  best  defenses  Is  to  keep  our  agriculture  and 
country  strongs,  and  I  think  the  agriculture  Improvement  matters  noted  herein 
would  greatly  help  in  that  effort.  Mr.  Chairman  I  would  like  to  give  this  testi- 
mony personally,  but  if  not  able  to  do  so,  hereby  respectfully  submit  it  for  the 
record.  Thanks  very  much. 

Qene  Sim  HON  s. 
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FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AMENDMENTS 


satubdat,  octobeb  20,  1979 

House  op  Representatives, 
Subcommittee  on  Conservation  and  Credit 

OP  THE  Committee  on  Aoricultdrb, 

Spokane,  Wash, 
The  subcommittee  met,  pursuant  to  call,  at  9 :30  a.m.,  in  the  Spartan 
Student  Union  West,  SiJokane  Falls  Community  College,  Hon.  Ed 
Jones  of  Tennessee  (chairman  of  the  subcommittee)  presiding. 
Present :  Kepresentativ©  Marlenee. 

Also  present :  Representative  Foley,  chairman  of  the  House  Com- 
mittee on  Agriculture. 

Staff  present :  Robert  A.  Cashdollar  and  Wayne  A.  Fletcher. 

OPENING  KEUABKS  OF  HON.  ED  JONES,  A  BEFKE8ENTATI7E  IN 
CONGRESS  FBOU  THE  STATE  07  TENNESSEE 

Mr.  Jones  of  Tennessee.  Good  morning,  ladies  and  gentlemen. 

Before  we  begin  the  hearings  let  me  say  that  we  are  delighted  to  be 
here  in  Spokane.  The  reason  we  are  beginning  before  Congressman 
Foley  gets  here  is  that  we  have  a  long  list  of  witnesses  today  and  it's 
goin^  to  be  rather  difficult  to  get  through  but  I'll  guarantee  you  we 
will  hnish  the  list  before  the  day  is  over. 

I  would  like  to  briefly  go  through  some  of  the  reasons  why  we  are 
here,  lay  out  the  ground  rules  and  regulations  as  to  the  way  we  preside 
and  handle  the  hearings. 

Our  reason  for  coming  into  the  various  areas  of  the  country  is  for 
the  purpose  of  being  able  to  hear  witnesses,  such  as  we  have  listed  here 
today.  We  can  stay  m  Washington,  D.C.,  and  have  all  sorts  of  profes- 
sional witnesses  from  day  to  day,  as  many  as  we  can  afford  to  listen  to, 
but  at  the  same  time  I  feel,  and  our  subcommittee  feels,  that  the  true 
facts  do  come  from  hearings  such  as  these.  We  prefer  to  hear  from  peo- 
ple who  are  connected  with  farmland  and  farm  people  and  we  know 
that  you  can  tell  the  subcommittee  firsthand,  really,  what's  on  your 
mind. 

Our  foremost  reason  for  coming  is  to  gather  information  on  the 
Farm  Credit  Act  that  is  proposed  to  be  updated  from  the  present  law, 
but  we  are  also  here  to  obtain  whatever  information  we  can  on  a  sound 
and  nationwide  conservation  program.  We  hope  most  of  the  testimony 
will  be  confined  to  these  two  subjects.  If  not,  we  will  accept  it  anyway 
and  if  we  are  covered  by  the  rules  of  our  committee  as  to  whatever  the 
testimony  is,  we  will  confine  it  to  whatever  area  we  are  writing  laws 
in,  in  that  regard. 
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Now,  as  to  the  rules  of  the  hearing,  due  to  the  large  number  of  wit- 
nesses, if  you  want  to  summarize  your  statment  that  will  be  fine.  The 
entire  statement,  regardless  of  whether  you  summarize  it  or  read  it, 
will  be  made  a  part  of  the  record,  in  order  that  the  other  members  of 
the  subcommittee  will  have  an  opportunity  to  read  it.  Witnesses,  in 
most  casea,  will  not  be  questioned  as  they  finish  their  testimony.  In 
most  all  cases  witnesses  will  be  called  bacK,  periodically,  together  and 
we  will  question  you  at  a  time,  collectively.  For  that  reason  we  will  be 
making  notes  as  we  go  through  and  as  we  hear  from  one  witness  to 
another.  We  do  that  for  the  sake  of  time.  Normally  we  hear  the 
morning  witnesses  just  before  the  break  for  lunch  and,  then,  the  after- 
noon witnesses  will  be  handled  the  same  way.  We  may  want  to  change 
that  a  little  bit  today  because  there  mav  be  a  problem  with  as  many 
witnesses  as  we  do  hear.  If  we  fall  too  far  behind  we'll  not  break  for 
lunch.  That  will  be  determined  as  we  move  along. 

As  you  come  to  testify  will  you  please  bring  a  copy  of  your  statement 
and  give  it  to  one  of  these  gentlemen  here  at  the  table  where  they  an 
seated. 

Now,  I  would  like  to  introduce  the  members  of  the  Congressional 
Subcommittee  on  Conservation  and  Credit  of  the  House. 

I  think  all  of  you  know  that  I  am  Ed  Jones.  I  have  been  here  before. 
I  was  here  with  Congressman  Foley  a  few  years  ago.  We  have  with  ua 
Congressman  Ron  Marlenee  from  Montana,  and  we  arrived  late  last 
evening,  but  I  find  that  he  knows  a  good  many  people  here  too.  So  I 
want  to  defer  to  Congressman  Marlenee,  now,  for  any  statement  that 
he  might  make  and,  then,  I  will  introduce  the  staff. 

Mr.  Marlekxe.  Thank  you.  Chairman  Jones.  It  is  a  pleasure  to  be 
here  and  see  all  the  familiar  faces  out  there,  and  it  is  my  pleasure  to 
serve  on  the  Subcommittee  of  Conservation  and  Credit. 

I  can  empathize  with  you  and  I  can  imagine  how  some  of  you  at- 
tained some  hearing  loss,  if  you  do  have  any.  I  have  two  hearing  aids 
and  I  got  them  from  riding  these  crawler  tractors  several  thons&nd 
hours,  so  I  am  kind  of  understanding  of  the  hearing  problem  and 
cognizant  of  it. 

Mr.  Chairman,  I  notice  you  said  here  on  our  list  of  witnesses  it  will 
be  7  minutes  per  individual  and  3  minutes  for  questioning,  and  I  think 
that  is  kind  of  highly  unfair,  because  you  know  us  politicians  cant 
even  say  hello  in  7  minutes,  I  think  these  people  can  outlast  ua  here 
though,  and  I  think  that's  a  good  ground  rule  to  have.  I  see  they  have 
got  a  lot  softer  chairs  than  we  have,  so  you'll  be  here  long  after  we're 
ready  to  go  home. 

We  are  here  to  tine  tune,  as  I  understand  it,  some  amendments.  Fine 
tune  the  farm  credit  legislation.  We  may  be  doing  the  fine  tuning,  but 
you  fellows  are  the  c(Hnpoeers,  we  represent  you,  you  should  m  the 
composing  and  tell  us  what  we  need  and  how  we  can  best  achieve  it 
and,  then,  we  will  try  to  dovetail  this  information  into  the  present  act, 
and  I  think  I  need  not  say  any  more,  Mr.  Chairman,  except  welcome 
to  this  subcommittee  hearmg. 

Mr,  Jones  of  Tennessee.  Thank  you  very  much.  Ban,  and  we  will 
be  alternating  in  presiding  and  handling  the  hearing  today  and,  then, 
of  course,  Congressman  Foley  will  also  be  doing  that  when  he  arrives. 

I  would  like  to  introduce  the  staff  of  the  Subcommittee  on  Con- 
nrvation  and  Credit 
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First,  the  two  gentlemen  sitting  to  my  left,  your  right,  the  one 
nearest  me  is  Bob  Cashdollar,  staffconsuJtant  for  the  majority  on  the 
Subcommittee  on  Conservation  and  Credit.  Wayne  Fletcher  is  the  staff 
consultant  for  the  minority  on  the  Subcommittee  on  Conservation  and 
Credit.  Wayne  is  primarily  responsible  to  Congressman  Madigan  of 
Illinois,  who  is  the  ranking  member  of  the  subcommittee.  Although 
he  has  attended  a  large  number  of  the  hearings  that  we  have  been 
holding,  he  was  unable  to  be  here  today.  Then  we  have  Marilyn  Mauk 
who  is  with  Congressman  Foley's  staff  and  several  others  here  who 
are  with  Congressman  Foley's  staff,  that  I  do  not  see  at  this  time. 

I'm  positive  that  we  are  going  to  have  some  real  good  testimony 
today. 

As  you  testify,  we  want  you  to  introduce  anybody  accompanying 
you,  for  the  benefit  of  the  record.  Our  first  witness  is  Mr.  Eugene  C. 
Davis,  the  board  chairman  of  the  Federal  Intermediate  Credit  Bank 
of  Brunear. 

Mr.  Davis,  we  are  delighted  that  you  are  here. 

STATEHEHT  OF  EVQERE  C.  DAVIS,  BOASS  CHAISHAS,  FESEILAL 
DITESHESIATE  CKESIT  BANE  OF  BBTTNEAS,  IBABO 

Mr.  Davis.  Thank  you,  Chairman  Jones  and  Congressman  Marlenee. 

I  am  Grene  Davis  from  Brunear,  Idaho. 

At  Brunear,  Idaho,  I  operate,  in  ccmjmiction  with  my  brother,  my 
son,  his  son,  his  son-in-law,  the  Brunear  Cattle  Co.  This  is  a  combina- 
tion farming,  livestock  enterprise.  We  run  about  1,000  mother  cows, 
800  to  1,000  nead  of  yearlings  annually,  a  5,000  head  edacity  feedlot, 
which  we  put  through  all  of  our  own  cattle,  a  number  of  cattU  that  we 
buy  and  also  do  custom  feeding  in  that  feedlot. 

I  do  appear  here  today  as  chairman  of  the  Twelfth  District  Farm 
Credit  Board,  having  served  on  the  Board  since  1974,  and  prior  to 
that  time  on  my  local  PCA  board  at  the  western  Idaho  PCA  m  Cald- 
well, Idaho. 

Chairman  Jones,  for  my  testimony  1  would  like  to  just  allude  to 
maybe  a  couple  of  the  28  provisions  that  our  package  is  asking  foi' 
and,  then,  I  would  like  to  summarize  some  of  the  things  that  I  see  as 
the  duties  of  us  in  Farm  Credit. 

Very  quickly  I  would  say  that  the  formulated  activities  provision 
of  the  proposal  is  very  important,  we  think,  to  our  district.  We  look 
at  the  fisheries  capability,  the  1971  act  and,  then  the  Weaver  bill 
allowing  the  terrific  expansion  of  our  activities  in  aquatics,  fisheries, 
the  200-mile  limit,  the  partial  enforcement  now  and  looking  forward 
to  complete  enforcement  of  that,  10  years  or  so  down  the  road.  It 
creates  for  the  fishing  industry  a  definite  need  for  additional  credit 
and,  again,  in  formulated  the  processing  facilities.  I  will  just  touch 
briefly  on  that,  some  more  of  our  people  will  get  into  it  more  in  depth. 

Export  finance  for  the  co-ops.  I  think  that  we  would  look  at  this 
one  as  one  of  the  very  weighty  provisions  of  our  request. 

We  know,  all  of  us  here,  the  importance  of  agriculture  export. 
The  thing  that  it  does  in,  at  least,  helping  to  get  our  balance  of  pay- 
ments back  in  the  shape  that  we  would  like  to  see  them.  Certamly 
since  we  are  blessed  with  the  capabilities  we  have  in  this  country 
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of  producing  the  agriculture  products,  food,  and  fiber  for  ourselves 
and  for  so  much  of  the  world,  we  think  that  we  could  better  do  this 
job  with  additions  to  our  farm  credit  bill,  as  asked  in  our  legislstiTe 
package,  and  specifically  in  the  export  finance  area. 

Now,  I  woold  like  to  suggest  that  in  my  time  in  Farm  Credit,  and  in 
my  period  of  time  as  being  an  active  farmer,  since  1940,  a  fanner  and/ 
or  rancher,  1946,  I  have  seen  definitely  three  periods,  I  think,  in 
that  time  when  I  have  been  so  thankful  that  we  do  and  have  had 
form  credit 

I  have  seen  the  commercial  banks  and  other  financing  institntioDB 
run  away  at  the  very  time  when  we  needed  credit  so  badly  and  how 
lucky  we  are,  I  think,  to  have  Farm  Credit  to  back  us  up  in  these 
times. 

I  think  we  have  done  a  good  job  with  Farm  Credit.  The  1971  act 
^ve  us  new  provisions  and,  now,  we  are  here  again  asking  for  addi- 
tional provisions.  In  our  fast  changing  times,  our  fast  pace,  I  think 
it  is  only  normal  that  we  have  to  have  and  need  to  make  requests  such 
as  this. 

I  look  at  this  as  an  additional  fine  tuning,  as  you  suggested,  of  the 
tool  that  we  already  have. 

My  operatitm  at  hiHne,  if  I  have  a  man,  and  we  do  hire  seme  help, 
if  that  guy  gives  me  100  percent  of  what  he  has,  that's  all  I  can  ask. 
I  think  that  I  have  to  measure  his  output  by  the  tools  that  I  give  to 
him  to  work  with,  to  accomplish  the  job  that's  lined  out  to  do. 

I  look  at  the  Farm  Credit  Act  as  a  tool  for  we  in  agriculture  pro- 
duction in  much  the  same  manner^  and  here  with  this  legislative  pack- 
age we  are  asking  for  a  sharpening  or  a  fine  tuning  of  that  too),  to 
allow  us  to  do  that  job  in  a  better  manner. 

As  we  do  that  job  and  if  it  does  this  for  us  to  do  that  in  a  better 
manner  who  are  the  beneficaries,  and  I  think  we  have  to  Itxk  down 
the  road.  We  need  to  produce  as  efficiently  as  possible  and  to  me  the 
ultimate  beneficiary  of  this  is  the  consumer,  and  certainly  that's  what 
we  in  agriculture  production  have  to  orient  our  activities  toward. 

We  have  heard  and  we  have  talked  and  we  have  hashed  these  pro- 
visions, bejginning  with  numerous  other  provisions  and  have  to,  again, 
fine  tune  it  to  the  28  proposals  that  you  see  in  this  packa^  I  don^ 
suppose  there  is  anyone  in  Farm  Credit  that  has  everything  in  this 
package,  any  one  individual  that  possibly  they  would  like,  but  I  would 
want  to  impress  upon  you.  Chairman  Jones,  and  members  of  the  snlh 
ocHnmittee,  that  after  many,  many  hours  of  work  and  a  lot  of  d^bera- 
tion  this  is  the  package  which  we  in  Farm  Credit  feel  is  most  suitable 
and  practical  for  any  changes  that  need  to  come  about  at  this  time 
and  we  would  urge,  excuse  me,  I  would  respectfully  request  that  you 
would  carry  this  word  forward  to  your  committee  members  in  your 
deliberation. 

I  thank  you  for  this  time. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Davis.  I  assort 
you  that  we  will  give  every  item  that  you  covered  serious  considera- 
tion. We  will  also  insert  your  preparetl  statement  into  the  record. 

[The  prepared  statement  of  Mr.  Davis  follows :] 
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PREPARED  STATEMENT  OF  EUGENE  C.  DAVIS  ON  BEHALF  OF  THE 
TVELFTH  DISTRICT  FARM  CREDIT  BOARD  OF  DIRECTORS 


Hy  Diiw  is  Eugene  C.  Divli.  I  ■■  fron  Bruneau,  Idaho.   In  partnership  with  ay 

ftaily  fan.  We  raise  alfalfa  hay,  earn  silage,  and  sull  gralna  with  900 
■other  cava,  SOO-1,000  head  of  yearling  cattle,  and  a  5,000  head  capacity  feed- 
lot.   I  have  been  a  PCA  iMBber  since  1959.  have  served  as  *  FCA  boaid  Besber, 
and  for  tbe  last  five  years  have  served  on  the  THelfth  District  Faro  Credit 
board  of  directors.  I  an  currently  Cbaimaa  of  that  board,  and  I  aa  appearing 
before  you  on  behalf  of  the  Twelfth  District  Banks,  Production  Credit  Associa- 
tloas  and  Federal  Land  Bank  Aaaociatiooa. 

Previous  testlaony  in  these  regional  hearings  have  brought  out  aany  good  aapects 
of  the  Jam  Credit  Systea.  I  echo  those  aentlaeats  by  expressing  ny  feeling  of 
pride  in  the  accooplishaeats  that  have  happened  uhen  faraers  have  been  given  a 

late  ourselves  and  believe  that  there  are  no  further  advanceKnts  or  iaprove- 
aents  on  the  horlioo,  then  »e  «I11  choke  off  the  next  generation  of  faraera.   I 
see  ay  ohd  son  and  nephew  growing  up  bursting  with  neu  Ideas  and  eager  to  aake 
nev  sdvsnceaents.   They  have  the  ssae  high  hopes  that  ny  generation  had;  and  it 
is  for  those  young  people  that  we  aust  work.   It  la  those  young  people  who  are 
DOSt  susceptible  to  failure  if  ue  fail  to  keep  pace  wltb  the  changes  In  agricul- 
ture.  One  thing  that  blatory  has  taught  us  is  that  we  cannot  ignore  the  under- 
currents of  change  —  the  dynaaic  forces  that  not  only  offer  new  challenges,  but 
new  opportunity. 

Tbe  iS  proposals  before  you  are  not  earthshaking,  nor  will  there  be  irreparable 
damage  if  those  propoaals  are  not  paaaed.  However,  they  represent  an  opportunity 
to  fine-tune,  to  update,  to  refine,  and  to  aodemUe  our  credit  systea.  Final 
passage  of  these  propossls  will  give  us  the  ability  to  expand  the  boundaries  for 
agricultural  innovators. 
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>  la  tbe  Northueit  (re  exported  brlniing  in  auch 
needed  Idcoik  to  our  regioo  froB  foreign  lourcei.   Nationwide,  our  fara  products 
have  been  tbe  Buacle  of  our  foreign  trade  giving  uB  negotiating  •treogth  In 
other  world  mattera.   However,  I  do  not  believe  that  out  full  potential  ai  o«t 
food  exporteri  haa  yet  been  realized.  Hor  do  I  believe  that  we  have  achlerad 
top  efficiency  in  delivering  food  to  foreign  nations. 

It  aeeaa  a  natural  developaent  to  further  utillEe  our  Bank  for  Cooperative!' 
expertise  In  finance  to  help  funnel  our  agricultural  producta  into  foreign 
•ackets.  Thla  expanded  authority  will  coapleKnt  tbeir  present  financial  activi- 
ties. Also,  our  Banks  for  Cooperatives  will  be  well  prepared  to  exercise  titts 
new  authority.  Their  staff  will  receive  training  to  prepare  thea  for  their  new 
duties,  and  Internal  guidelines  and  policies  will  he  estahliabed  that  will 
enhance  their  position  in  world  urketa.   This  will  give  then  the  opportunity  to 
continue  their  nearly  50-year  hiatory  of  unparalleled  service  to  the  faraer. 

Strengthening  our  world  food  aarketa  not  only  aakea  lound  buaincai  ienie,  it 
also  helps  preserve  the  Integrity  of  our  dollar.  Additionally,  through  the 
farmer  cooperative,  the  benefits  of  exporting  will  be  shared  with  out  nation's 
producers.   The  faraera  will  establish  close  ties  with  their  foreign  cuatoaers 
sad  will  be  quick  to  react  to  any  changea  in  their  deatnd. 

External  deaogrsphic  cbangea  are  causing  another  problea  for  cooperativei . 
Because  the  population  six  of  Rural  Aaerica  la  changing,  aany  cooperatives  are 
losing  their  eligibility  for  Bank  for  Cooperatives  tinsoclng.  Ve  are  aeeing 
utility  co-opa,  aupply  co-opa,  aarketing  co-ops,  etc.,  losing  a  coapctitive 
source  of  credit  to  the  detrlaent  of  the  priaacy  users  --  the  faraers. 

One  of  the  proposals  before  you  will  put  thla  problea  into  proper  perspective 
far  today'a  agricultural  environaeot.   Reducing  the  present  eligibility  require- 
■ents  to  60  percent,  faraera  and  ranchers  would  keep  the  control  of  these  co- 
operativea  and  have  aore  latitude  Id  obtaining  credit. 

There  ia  soother  portion  of  the  aaendaenta  that  speaks  to  our  fisheraen.   For 
■any  yeara,  our  fishcraeD  lacked  adequate  capital  to  co^etc  with  foreign  flacta. 
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ur  boundaries  to  200  ailei,  those  fisheriKD  scrawled  to 
■ts,  expiod  Cbell  fleetm,  and  build  new  facilities.   However 
redit  lourcM,  the?  nerc  ityiricd,  uoable  to  build  a  viable, 


The  passage  of  the  Weaver  bill  io  October  1978,  iceatly  Increased  their  ability 
Lo  obtain  financing  through  the  Fara  Credit  Systen.   Our  District  PCAt  have  seen 
a  drautic  increase  in  one  year  since  the  Weaver  bill  was  passed.   In  less  than 
one  year,  we  have  leeo  a  lOS  percent  increase  la  aquatic  loan  volime  alone,  and 
20  percent  lacrease  in  the  nuaber  of  aquatic  borrowera.  The  passage  of  the  Fan 
Credit  Act  AmendDeats  of  1979  Hill  provide  full  ■eBberahip  rights  to  our  fither- 
■ea  including  the  ability  foe  the  Syatea  to  finance  needed  services  and  related 
Activities  such  as  processing  and  narketing.   Hot  only  have  they  earned  this 
right  through  their  wise  use  of  credit,  but  the  Fan  Credit  Systesi  auat  look 
forward  to  the  day  when  our  fishing  industry  is  utiliiiog  our  oceana  to  their 
DptiBum  advantage. 

Another  proposal  will  allow  the  fara  Credit  Syatea  nore  leeway  to  finance  the 
processing  and  urketing  function  of  bona  fide  faneri,  ranchers,  and  aquatic 
producers.   Hany  faraers,  ranchers  and  aquatic  producera  achieve  econoaic  advan- 
tages in  vertical  integration.  That  is,  they  take  their  raw  farta  cotaioditles 
further  down  the  food  chain,  realizing  savings  in  reduced  transportation  charges 
and  handling  fees.   This  has  been  a  logical  extension  for  "any  of  our  progressive 
agricultural  people.  It  has  also  provided  a  neans  for  our  younger  faraers, 
ranchers,  snd  aquatic  producers  to  fully  utilize  their  Banageaent  talents. 

Under  the  present  law,  ue  are  able  to  finance  those  fara-related  activities  of 
bona  fide  farmers,  ranchers,  and  aquatic  producera  as  long  as  50  percent  of  the 
through-put  was  provided  by  the  applicant.  This  has  put  an  artificial  cap  on 
some  operations.   Hany  find  that  to  build  an  efficient  plant,  they  have  to 
eiceed  the  50  percent  liait.  Ue  feel  that  in  order  to  aerve  agriculture  today, 
we  need  the  flexibility  that  a  lower  liait  could  provide.   Bach  district  board 
would  then  be  able  to  set  liaits  that  would  best  aervice  those  producers  in  thst 
district  area. 
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Several  of  the  propoica  ueoitaenti  irould  provide  expanded  authority  to  partici- 
pate Hltb  non-Syates  lenders  1b  exteadiog  credit.  He,  In  the  12tb  Farm  Credit 
Diatrict,  bave  long  appreciated  the  need  for  cooperation  vith  other  lenderi, 
because  tbe  ultlaatc  beneficiary  of  aucb  cooperation  la  our  faralng  co^Multj. 
At  no  tlae  la  tbla  cooperation  needed  Boce  than  In  the  years  ahead.   As  agri- 
culture becoaea  Bore  coaplei,  the  banking  industry  Bust  becose  mace   reaourceful 
In  acetlag  those  floiaclal  needs.  I  envision  broad  cosaunlty  si^port  for  agri- 
culture utlliilag  the  akllls  and  benelits  froa  all  sources  of  credit  snd  financial 
assistance.   If  passed,  these  aaenitaenta  will  aiflplify  and  Btreaaline  our  con- 
tinuing cooperative  efforta. 


I  do  not  believe  that  the  architects  of  the  Fan  Credit  Systea  ever  mated  It  to 
be  unchsageable,  but  vanted  it  to  remain  sensitive  to  the  needs  of  agricultnre. 
It  ia  also  our  desire  today  to  keep  the  FaiB  Credit  Systea  a  flrst-claas  insti- 
tution for  our  nation's  niisfaer  one  industry.  Tbe  faraera  iiho  bave  been  served 
by  the  Fata  Credit  Systea  owe  a  great  deal  to  the  vision  of  thos*  Congraaalonal 
leaders  and  the  faith  that  those  aaae  leaders  had  In  theo.  1  also  believe  that 
those  faraers  bave  given  us  aqile  reason  to  continue  that  fsitb  in  their  aanage- 
■ent  ability  and  their  productivity  that  ue  can  continue  ivdating  this  credit 
Institution. 

the  12tb  Fata  Credit  Diatrict  baa  helped  faraers,  ranchera,  and  aqnatic  pcoducera 
Heather  past  hardships  and  has  helped  the*  cspltallze  on  asoy  opportunities, 
the  12th  District's  credit  doors  have  been  open  during  perioda  of  tight  credit 
as  well  as  eaay  credit.  There  have  been  aany  periods  when  our  PCAa  and  FLBAa 
bsve  been  the  only  credit  institutions  that  Hould  liaten  to  a  faiaer'a  propossl. 
If  a  faraer  could  prove  the  long-run  feaalbility  of  a  project,  ha  muld  be 
assured  that  hia  plans  would  not  be  hindered  due  to  a  lack  of  credit,  this 
attitude  of  onr  District  has  not  gone  unnoticed  by  the  agricultural  cuaaiuilty, 
becsuse  we  bave  gsined  the  reputation  of  a  dependable  and  reliable  aource  of 


lb*  11th  Fara  Credit  District  baa  alao  contributed  to  the  sUbiltty  in  onr  fara 
ing  coaaunity  by  providing  follow-up  financiog  for  innovative  and  producti** 
projects  in  all  acoaoaic  cllaacaa.  I  bellava  It  has  also  helped  shortaa  oar 
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laCion'i  recesslDDary  periods  by  fiMnclag  the  great  iacre«(ei  ia  agriculture 
;>roductivit7.   Tbese  iacreaaes  In  agtlcultural  productivity  uere  oftea  the  only 
irlght  spot!  durlDg  hard  ecoaoBlc  tinea.   We  cannot,  afford  to  loae  ■OKUtUB  for 
9ur  Northweat  fameEi,  ranchera,  and  aquatic  producer*  —  they  are  entering  a 
great  period  of  eipanaioa  and  need  a  dependable,  reliable  aource  of  credit. 


By  keeping  a  atrong  agriculture,  ue  will  he  keeping  a  strong  econony.   Id  fac 


if  ouc  hiatory  ia 
could  be  i^Toved 
healthy  and  pcoduc 


refully,  I  Hould  aay  that  our  nation's  liv: 
itlcally  as  It  ha>  been  in  the  past.  The 
ricultural  sector  have  shovn  a  tenarkshle 


flow  outward  and  to  accrue  to  our  whole  nation.  These  aKendaec 

to  keep  Chat  Industry  strong  sod  resourceful.   The  changes  before  y< 

judiciouily  researched  and  have  been  refined  until  they  are  in 

you  aee  thea  now.   I  ask  that  tbeae  aMendaents  be  favorably  conaidei 


standard 

ifits  of  a 

lendeocy  to 

necessary 

have  been 

itate  that 

-ed  s*  sub- 
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Mr.  JoN£8  of  Tennessee.  Our  next  witness  is  Mr.  Howard  Wuertz, 
of  Coolidge,  Ariz.,  chairman  of  the  Farm  Credit  Board  of  Sacramento. 

STATEHENT  OF  HOWASD  WUERTZ,  CHAIKHAH,  TAEM  CSEDIT 
BOABS  OF  SACBAHENTO 

Mr,  Wuertz.  Thank  you  very  much,  Chairman  Jones,  and  Congress- 
men. It's  a  real  pleasure  for  me  to  be  here. 

My  name  is  Howard  Wuertz,  and  I  am  a  cotton  farmer  and  field 
crop  operator,  on  a  farm  in  Arizona.  I  have  served  on  the  Production 
Credit  Board  of  Directors  for  some  22  years.  I  am  a  member  of  the 
Central  Bank  for  Cooperatives  Board  of  Directors  and  I  am  cur- 
rently .serving  as  chairman  of  the  Eleventh  Farm  Credit  District  in 
Sacramento,  Calif. 

I  do  appreciate,  Mr.  Chairman,  this  opportunity  to  express  our  ideas 
in  regard  to  the  proposed  legislative  changes  to  the  Farm  Credit  Act 
of  1971. 

I  am  sure  that  you  are  aware  of  the  fact  that  the  Farm  Credit  Sys. 
tem  is  owned  by  some  1  million  fanners  and  ranchers  in  this  oouid^, 
and  that  it  serves  some  4,000  cooperatives  in  supply  and  marketing  and 
processing  cooperatives. 

We  are  very  proud  of  the  amendments  being  proposed  to  the  Farm 
Credit  Act  of  1971,  and  we  would  like  to  say  to  you  that  we  have  taken 
much  time  and  much  effort  to  see  that  the  Farm  Credit  System  has 
looked  at  all  the  proposals  that  are  being  made  and  feel  that  they  have 
passed  the  test  and  have  received  the  unanimous  endorsement  of  aU 
of  the  districts  across  the  TTnited  States,  as  well  as  the  Central  Bank 
for  Cooperatives  and  the  Farm  Credit  Administration,  as  well  as  the 
Federal  Farm  Credit  Board. 

We  think  that  the  charge  that  Congressman  Foley  placed  on  us,  as 
late  as  October  8. 197»,  to  make  sum  that  the  proposals  that  we  offered 
be  thoroughly  examined  nnd  approved  by  all  of  the  districts  in  the 
Farm  Credit  System,  so  that  we  offer  a  unified  package  that,  as  mi^t 
be  said,  has  gone  through  the  baptism  and  purification  of  fire,  and  we 
believe,  sir,  that  has  b«n  done.  We  would  like  for  you  to  know  the 
system  unanimously  endorses  this  package  that  is  before  you. 

I  wanted  to  just  focus  my  comments  on  just  a  couple  of  those  posed 
amendments  in  H.R.  47B2,  and  they  will  be  on  export  financing  and 
the  need  for  the  Farm  Credit  and  the  Federal  Farm  Credit  Board  to 
hire  and  retain  their  staff. 

In  regards  t^  export  financing  I  know,  Mr.  Chairman,  that  you  an 
aware  tnat  cooperatives  in  the  I'nited  States  have  done  an  excellent 
job  in  being  able  to  handle  and  market  and  process  commoditiea  for 
fanners  and  ranchers  here  in  this  country.  They  have  handled  more 
than  a  substantial  majority,  but  when  it  comes  to  exports,  cooperatives 
fall  far  short  of  providing  the  capability  for  American  farmera  to 
export  their  commodities  and  currently  tney  export  about  7  percent 
of  all  the  agricultural  commodities  that  are  exported  from  this  coon- 
try.  We  think  that  is  a  serious  disparity,  but  even  with  that  small  per* 
centage  of  commodities  that  are  sent  in  export  trade,  none  of  tnem, 
not  one  bit  of  that  is  financed  by  the  Farm  Credit  Svst«m.  This  par- 
ticular amendment  would  provide  that  the  Bank  for  Cooperativea 
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could  iuiance  these  products  as  they  move  in  channels  of  world  trade 
and  we  feel  that  this  section  of  the  proposed  change  in  the  law  would 
be  very  helpful.  We  also  feel  that  it  would  not  be  an  infringement  upon 
commercial  banks  rights  to  finance  commodities  in  world  trade,  simply 
because  we  would  not  be  financing  any  of  those  that  were  sent  by  com- 
panies, and  the  only  ones  that  could  be  financed  would  be  those  that 
are  handled  by  cooperatives. 

As  you  know,  it  is  expected  in  the  next  5  years  that  the  export 
commodities  would  increase  from,  say,  26  billion  up  to  40  billion.  We 
would  like  to,  as  Farm  Credit  System,  and  the  Bank  for  Cooperatives 
to  be  able  to  finance  some  of  that  increased  volume  and,  again,  we  are 
thinking  of  a  very  modest  amount  of  that  so  that  we  womdn't  be  in- 
fringing on  anyone's  right,  but  merely  providing  t^ose  services  for  our 
coofjeratives  that  we  have  been,  able  to  do  in  the  dcsnestic  area.  We 
would  like  to  continue  that  on  over  into  the  export  market  and  we 
feel  that  is  an  e»;ellent  way  to  serve  AmeHcan  agriculture. 

In  regard  to  the  Farm  Crodit  Administration  and  their  salary  ad- 
ministration, I  lite  to  think  tliat  the  Federal  Farm  Credit  Board  has 
the  responsibility,  presently,  to  hire  the  governor.  They  also  have  the 
responsibility  to  evaluate  nis  performance  and  I  believe  that  they 
should  have  the  right  to  set  his  salary.  That  is  not  the  case  at  the  pres- 
ent time,  because  he  is  civil  service  and  there  are  severe  restrictions 
placed  on  him,  as  well  as  the  deputy  governors  and  other  members  of 
the  staff  at  the  Farm  Credit  Administration. 

The  change  in  the  1971  act  su^;ested  here  in  H,R.  4782  would  make 
it  possible  for  the  Federal  Farm  Credit  Board  to  not  onlv,  after  haviiu; 
evaluated  the  governor's  performance,  but  to  set  his  sala^  in  accord- 
fmce  with  that  performance  and  also  to  set  the  salaries  of  the  deputy 
governors  and  other  members  of  that  staff.  I  think  it  would  be  most 
important  that  this  be  done,  because  T  believe  that  the  control  of  the 
Farm  Credit  System,  supervision,  examination  by  FCA  would  better 
be  served  if  the  people  that  were  employed  bv  i'CA  had  come  from 
the  field.  At  the  present  time  that  cannot  possioly  be,  because  many  of 
the  presidents  of  the  district  banks  are  paid  half  a^gain  as  much  as,  say, 
the  governor  of  Farm  Credit  We  think  that  disparity  ougbt  to  be 
corrected. 

Mr.  Chairman,  I  think  that  that  pretty  well  summarizes  the  two 
areas  of  concern  that  we  would  like  to  tiuk  about.  Again,  I  want  to 
thank  you  for  the  opportunity  to  share  our  ideas  frmn  the  Eleven^ 
Farm  Credit  District  in  Sacramento. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Wuertz,  for  a 
very  good  statement  and  I  assure  you  that  we  will  take  a  serious  look 
at  your  recommendations. 

Mr,  WuEBTz.  Thank  you,  sir. 

[The  prepared  statement  of  Mr.  Wuertz  follows:] 
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STATEMENT  OF  HOWARD  A 


October  20,  1979 


hr.  chairhan: 

my  name  is  howard  a.  uuertz  of  cooli[>ge,  arizona.  i  ah  ah  operating 
farher,  have  served  as  a  member  of  the  board  of  directors  of  the  . 
arizona  farmers  pca  for  22  years,  ah  a  director  of  the  central  bank  fob 
cooperatives  in  denver,  and  hill  represent  the  eleventh  farm  credit 
district,  sebvinc  arizona,  california,  nevada,  ittah  and  hawaii,  today 
in  the  capacity  as  chairman  of  that  district's  board  of  directors. 

i  want  to  express  my  appreciation  for  the  opportunity  to  appear  before 
this  subcommittee  today  to  discuss  the  proposed  farm  credit  act 
amehdmehts  of  1979. 

the  cooperative  farm  credit  system  is  owned  by  nearly  a  million 
american  farmers  and  4,000  of  their  marketing  supply  and  business 
service  cooperatives.  it  is  desicned  and  has  successfully  provided 
reliable  credit  tailored  to  fit  their  hichly  specialized  needs. 

ue  are  particularly  proud  of  these  proposed  amendments  to  the  farm 
credit  act  of  1971.  they  represent  the  concensus  of  a  broad  section  of 
american  agriculture  working  cooperatively  together  on  behalf  of  the  37 
farm  credit  banks  serving  america's  farmers  and  ranchers. 

this  bill,  in  our  judgment,  represents,  perhaps  at  its  best,  democracy 
at  work.  there  are  obviously  diverse  agricultural  interests  across 
this  great  country  of  ours,  and  this  bill  represents  the  give  and  take 
of  these  various  interests  to  produce  recommendations  for  important 
chances  needed  to  most  effectively  serve  the  credit  requirements  of  our 
incredibly  efficient  american  agricultural  operations. 

the  proposed  legislation  has  received  the  unahinous  endorsement  of  the 
37  Banks  in  our  system,  it  is  a  balanced  piece  of  legislation  care- 
fully THOUGHT  OUT  AND  DEVELOPED  OVER  AN  EXTENDED  PERIOD  OF  TIME.  THE 
eleventh  FARM  CREDIT  DISTRICT  STRONGLY  BELIEVES  AND  RECOMMENDS  TO  THIS 
COHHITTEE  THAT  THE  PROPOSED  LEGISLATION  IS  SOUND  AND  SHOULD  BE  PASSED 
IN  THE  FORM  INTRODUCED  IN  THE  CONGRESS,  SO  THAT  IT  CAN  SERVE  MOST 
EQUITABLY  THE  NEEDS  OF  ALL  OF  AMERICA'S  FARMERS  AND  RANCHERS. 

MR.  CHAIRMAN,  BECAUSE  OF  THE  NEED  FOR  BREVITY,  THE  ELEVENTH  FARM  CREDIT 
DISTRICT  WILL  FOCUS  ITS  VERBAL  TESTIMONY  ON  TWO  PRINCIPAL  ISSUES: 
EXPORT  FINANCING  AND  THE  NEED  FOR  THE  FARM  CREDIT  ADMINISTRATION  TO 
HAVE  FAR  GREATER  FLEXIBILITY  IN  THE  HIRING  AND  RETENTION  OF  THE  STAFF 
WHICH  SUPERVISES  THIS  t5S  BILLION  LENDING  SYSTEM.   ME  REQUEST 
PERMISSION  TO  INCLUDE  ADDITIONAL  COMMENTS  FOR  THE  RECORD  IN  WRITTEN 
FORM. 
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AGRICULTURE'S  CROSS  CONTRIBUTION  TO  THE  UNITED  STATES   BALANCE  OF  PAY- 
MENTS COMES  ALMOST  TOTALLY  FROM  THE  CL'RRENT  COMMERCIAL  EXPORTS.   IN 
CALIFORNIA  ALONE  IN  1979,  IT  IS  EXPECTED  THAT  MORE  THAN  J2i  BILLION  OF 
COMMODITIES  MILL  BE  EXPORTED  TO  FOREIGN  MARKETS. 

IN  1978,  THE  LAST  FULLY  REPORTED  YEAR,  EXPORT  SALES  FROM  COOPERATIVES 
IN  THE  ELEVENTH  FARM  CREDIT  DISTRICT  ALONE  TOTALED  OVER  $800  MILLION. 
THE  EXPORT  OF  AGRICULTURAL   COmODITIES  IS  VITAL  TO  THE  SUCCESS  OF 
FARMING  AND  RANCHING  IN  THE  SOUTHWEST. 

THERE  ARE  13  COmODITIES  PRODUCED  IN  CALIFORNIA  FROM  WHICH  MORE  THAN 
ONE-HALF  OF  THE  TOTAL  UNITED  STATES  EXPORTS  ORIGINATED  IN  THAT  STATE. 
THE  EXPORT  FINANCING  AMENDMENT  OF  H.R.  '•782  RECOGNIZES  THE  VITAL  HOLE 
OF  EXPORTS  TO  COOPERATIVES  ABO  TO  OUR  NATIONAL  ECONOMY, 


FARMERS  WANT  A  LARGER,  MORE  DIRECT  ROLE  IN  SELLING  THEIB  PRODUCTS 
AROUND  THE  WORLD.   THEY  HAVE  BECOME  KEENLY  AWARE  OF  THE  IMPORTANCE  OF 
INTERNATIONAL  MARKETS  AND  PRICES  TO  THEIR  OWN  LOCAL  PRICES  AND  FARM 
INCOME.   FARMERS  WANT  A  LARGER  SHARE  IN  THE  PROFITS  FROM  EXPORT  SALES. 

FASMERS  ARE  ASKING  THEIR  COOPERATIVES  TQ  PROVIDE  THEM  INCREASED 
PARTICIPATION  IN  MARKETING  THEIR  PRODUCTS  ABROAD.   BECAUSE  THEY  OWN 
THEIR  coOP£fiAttV£S  THEY  WOM   TH£¥  WILL  BENEFIT  FROM  ANY  PROFITS 
DERIVED  FROM  COOPERATIVES  SALES  TO  OTHER  COUNTRIES. 

COOPERATIVES  ARE  ACTIVELY  WORKING  TO  INCREASE  THEIR  EXPORT  SALES. 
PLANS  ARE  BEING  DEVELOPED.   FACILITIES  ARE  BEINC  OBTAINED  OR 
CONSTRUCTED   MARKETING  NETWORKS  ARE  BEING  ASSEMBLED  TO  EFFECTIVELY 
MOVE  COMMODITIES  THAT  ARE  IN  THE  COOPERATIVE  MARKETING  CHAIN  TO  THE 
ULTIMATE  FOREIGN  BUYER, 

COOPERATIVES  ARE  CALLING  ON  THEIR  BANKS  FOR  COOPERATIVES  TO  PROVIDE 
INTERNATIONAL  BANKING  SERVICES  TO  FACILITATE  THEIR  EXPORT  OPERATIONS. 
EFFECTIVE  FINANCIAL  TRANSACTIONS  ARE  KEY  ELEMENTS  OF  SUCCESSFUL  INTER- 
NATIONAL TRADE. 

THE  BANKS  FOR  COOPERATIVES  ARE  PREPARED  TO  MEET  THE  INTERNATIONAL 
BANKING  NEEDS  OF  THEIR  COOPERATIVE  OWNERS  WITHIN  THE  RECOMMENDED 
AMENDMENTS  TO  THE  FARM  CREDIT  ACT   THEY  HAVE  STUDIED  THESE  NEEDS  AND 
HAVE  CAREFULLY  DEVELOPED  PLANS  FOR  OFFERING  SOUND   CONSTRUCTIVE 
SERVICES  ESPECIALLY  TAILORED  FOR  COOPERATIVE  EXPORTS. 

WE  BELIEVE  IT  IS  IMPORTANT  TO  UNDERSTAND  THE  COMPLEXITY  OF  EXPORT  SALES 
IN  THE  AGRICULTURAL  AREA.   AGRICULTURAL  ExPORt  PRODUCT  SALES  ARE  CUMBER- 
SOME AND  DIFFICULT  FINANCIAL  TRANSACTIONS.   IT  INVOLVES  PRODUCT 
IDENTIFICATION,  DOCUMENTATION,  DELIVERY,  AND  FINANCING  ALONG  A  LONG 
CHAIN  TO  THE  ULTIMATE  RECIPIENT, 
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IT  IS  OUR  JUDGMENT  THAT  THERE  IS  A  NEED  FOR  ADDITIONAL  FINANCIAL 
SUPPORT  AND  SERVICES  TO  AID  COOPERATIVES  IN  ENHANCING  THEIR  EXPOBT 
ACTIVITIES.    -   :-     ;::;IES  with  which  UE  TBAOE  DO  MOT  ALWAYS  FULLY 
UNDERSTAND  "  .;:  ;.r  am£R::a:i  COOPERATIVES.   BECAUSE  OF  THIS. 

THERE  IS  A  NE  -"  T--^;.'  SUPPORT  OUR  COOPERATIVES'  EFFORTS  TO 

EXPAND  T      IMPORTANT  MARKETS.   THERE  IS  A  NEED  TO  HOVE  IN  A  TIMELY 
AND  AC".-'     E  FASHION  TO  TAKE  .  :.-    NEW  AND  CROWING  MARKETS 

WHICH  ARE  ...  ....   ..   .   ..      ..  .    ^  PRODUCTS  OVERSEAS.   WE  NEED 

to  ESTABLI,.;  .:, .-•■:::;_  .-.J„.L  L_:,l:.  .- _  WITH  DOMESTIC  AND  FOREIGN  Ban'KS  TO 

take  the  fullest  advantage  of  export  opportunities  as  they  develop. 

it  is  also  important,  we  believe,  to  understand  that  the  risk  from  this 
type  of  lending  in  relation  to  normal  financing  is  very  low.  thus, 
while  the  ability  to  provide  export  financing  will  fill  an  important 
need  for  farmers  amd  ranchers,  it  will  not  jeopardize  the  financial 
integrity  afjd  reputation  of  the  farm  credit  system   because  of  these 
Factors  and  their  importance  to  the  southwestern  states,  the  eleventh 
Farm  credit  district  strongly  endorses  and  urges  the  early  passage  of 

THESE  amendments. 

FARM  credit  ADMINISTRATION  AMENDMENTS 

the  farm  credit  administration,  which  is  the  regulatory  and  policy 
setting  body  fob  the  3j  banks  in  the  farm  credit  system.  serves  a 
critical  and  key  role  in  the  supervision  and  integrity  of  this  system. 

in  1979,  the  farm  credit  banks  will  provide  more  than  $55  billion  in 

agricultural  loans  to  american  farmers  and  ranchers.  if  present  growth 

rates  continue  the  system  will  become  a  jloo  billion  agricultural 
credit  institution  within  the  next  5  years. 

it  is  vital  to  the  best  interests  of  the  farm  credit  system  and 
american  agriculture  t)ut  the  regulatory  agency  must  be  able  to  hire 
and  retain  the  highest  quality  staff  to  carry  out  their  increasingly 
complex  and  difficult  responsibilities. 

the  farm  credit  act  amendments  of  1979,  as  introduced  in  the  congress, 

have  serveral  amendments  which  would  provide  the  authority  for  the 
Federal  farm  Credit  board  and  the  system's  governor  to  have  the 
NECESSARY  Flexibility  to  insure  that  the  farm  credit  administration  is 

ABLE  TO  PULLY  MEET  ITS  OBLIGATIONS  WITH  THE  FINEST  PERSONNEL  THAT  ARE 
AVAILABLE. 

UE  THINK  IT  IS  IMPORTANT  TO  POINT  OUT  THAT  THESE  CHANCES  DO  NOT  INVOLVE 
THE  EXPENSE  OF  ONE  ADDITIONAL  TAX  DOLLAR.  THE  ENTIRE  COST  OF  THE 
SYSTEM'S  REGULATORY  AGENCY  IS  PAID  FOR  IN  FULL  BY  ITS  USERS,  THE 
FARMERS  AND  COOPERATIVES  OF  THE  SYSTEM. 
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IT  IS  THE  JUDGMENT  OF  THE  FARH  CREDIT  BANKS  IN  THE  SYSTEM,  AND  S 
ENDORSED  BY  THE  ELEVENTH  FARH  CREDIT  DISTRICT,  THAT  THESE  PROPOSED 
AMENMENTS  WILL  ENHANCE  AND  ADD  TO  THE  CHEDIBILITY  OF  OUR  SYSTEM'S 
CO>«ITMENT  TO  SOUND  AGRICULTURAL  CREDIT.  WE  BELIEVE  THESE  AMENDMENTS 
HILL  STRENGTHEN  THE  CONFIDENCE  OF  THE  GENERAL  PUBLIC,  INVESTORS  IN  OUR 
SYSTEM,  AND  THE  FABMEHS  AND  RANCHERS  VIHO  DEPEND  UPON  IT  OF  OUR  RESOLVE 
TO  PROVIDE  SOUND  MANAGEMENT  AND  RESPONSIBLE  CREDIT  FOR  AMERICAN  AGRI- 
CULTURE . 

WHILE  ME  HAVE  DIRECTED  OUR  VERBAL  COMMENTS  TO  ONLY  TWO  PARTS  OF  THE 
PROPOSED  FARM  CREDIT  ACT  AMENDMENTS  OF  1979,  WHICH  THE  ELEVENTH  FARM 
CREDIT  DISTRICT  BELIEVES  TO  HAVE  PARTICULAR  MERIT,  WE  BELIEVE  IT  IS 
IMPORTANT  TO  EMPHASIZE  THE  IMPORTANCE  OF  THE  CONTENT  OF  THIS 
LEGISLATION  IN  TOTAL.   IT  REPRESENTS,  IN  THE  FORM  INTRODUCED,  THE  BEST 
THINKING,  THE  BEST  OF  DEMOCRATIC  GIVE  AND  TAKE  IN  DETERMINING  AND 
SUBMITTING  THOSE  ITEMS  FOR  CONGRESSIONAL  REVIEW  AND  ACTION  VHICH  ARE 
MOST  NEEDED  TO  BE  FULLY  RESPONSIVE  TO  THE  NEEDS  OF  AMERICAN  AGRICULTURE. 

AGAIN,  THE  ELEVENTH  FARH  CREDIT  DISTRICT  URGES  YOUR  MOST  THOROUGH 
REVIEW  OF  THESE  PROPOSED  AMENDMENTS  AND  ENCOURAGES  THEIR  EARLY  PASSAGE 
SO  THAT  THEY  MAY  BE  BROUGHT  ON  LINE  AND  BE  MADE  AVAILABLE  AS  SOON  AS 
POSSIBLE  FOR  OUR  COOPERATIVE  MEMBERS. 

MR.  CHAIRMAN,  WE  APPRECIATE  THIS  OPPORTUNITY  TO  BRING  OUR  VIEWS  ON 
THESE  ISSUES  BEFORE  YOUR  SUBC0»<1TTEE ,  AND  WE  WILL  SUBMIT  OUR 
ADDITIONAL  WRITTEN  COMMENTS  TO  THE  COMMITTEE  FOR  INCLUSION  IN  THE 
RECORD. 
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SUPPLEMENTAL  STATEMENT  OF  HOWARD  A.  HVERTZ 

Chairman  of  the  Board 

Eleventh  Farm  Credit  District 

Sacramento,  California 

October  20,  1979 


On  behalf  of  the  Eleventh  Farn  Credit  District,  I  want  Co  expresi 

our  appreciation  Cor  this  opportunity  to  cxtand  our  comnents  on  chi 
proposed  amendments  to  the  Farm  Credit  Act  of  1971  (H.  R.  &78Z}  Cot 
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As  a  result,  all  oC  the  districts.  Including  and  strongly  supported 
by  the  Eleventh  Farm  Credit  District,  determined  that  the  Federal 
land  banlti  could  more  than  adequately  meet  the  credit  need*  which 
related  to  the  reconnendat ion  for  extended  lO-year-tena  loans  by 
PCAs.  The  System,  based  on  this  decision,  decided  not  to  subalt  an 
anendnicnt  uhich  would  have  provided  this  change  for  consideration  by 
the  Congress. 
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This  very  pcrc  Inent  lUuiEratlon  Is  indicative  of  cht  didlcacion 
and  txcenslvc  review  and  evaluation  which  was  given  to  chli  entire 
credit  Act  anendnent  proposal  rapresanced  as  (H.  R.  6782). 

The  Eleventh  Farm  Credit  District  believes  the  resulting  28  amendment i 
which  were  unanimously  reconnended  by  tha  nember /owners  through  the 
banks  of  the  System  best  represent  the  most  significant  needs  of 

country  in  the  years  ahead. 

rought  this  legislative 
package  before  the  Congress  of  the  United  States. 

The  Eleventh  Farm  Credit  District  comiends  the  Agriculture  Comttteas 
of  the  House  of  Representaclues  and  the  Senate  for  conducting  a 
comprehensive  congressional  revleu  of  these  proposals.   We  believe 
that  It  will  add  materially  to  the  strength  of  the  legislative 
revisions  which  are  before  the  Congress  and  which  we  strongly 
recomnend  for  passage  and  early  implementation. 

Of  the  amendments,  the  Eleventh  Farm  Credit  District,  serving  the 
southwestern  states,  Eeels  those  sections  related  to  expanded  export 
financing  authority  are  particularly  important  to  the  producers  of 
our  region  of  the  country.   The  soiithuest   and  particularly 
California,  is  a  leading  source  -of  favorable  dollars  In  the  balance 
of  trade  through  the  export  oE  i   wide  diversity  of  grains,  cotton, 
and  various  speciality  crops,   while  certainly  some   export  credit 
has  been  available,  the  opportunity  for  new  markets  and  the  growth 
of  old  ones  for  many  of  the  western  cooperatives  Is  substantial  if 
adequate  credit  and  financial  support  for  chelc  efforts  la  provided. 

banks  for  cooperative*  need  to  be  able  to 

the  financial  support  and  related  export 

1  fully  take  advantage  of  the  oppor- 

Eully  understands  the  unique  operating 
in  farmer  cooperatives.  Presently,  the 
IS  are  unable  to  provide  the  full  range 

reloping  the  potential  for  export  of 
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I  Farm  Credit  Dlscrlct  In  Its  testimony,  both  verbal 
iocused  its  attention  on  only  two  ot  ch«  28  proposed 
■ict    serving   th»    southwesce; 


lalC  of   the   Eleventh  Farm  Credit    [ 


want   to  extend 
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Mr.  JoNEB  of  Tennessee.  Our  next  witness  is  Mr.  Rogs  Larscai. 
Mr.  Larson,  thank  you  for  being  here  and  we  appreciate  the  fact 
that  you  have  come  to  testify. 

STATEMEST  OF  EOSS  H.  LASSON,  FEDEAAI  LAHS  BABX 
A8S0CIATI0H  OF  YAKIMA 

Mr.  L.\i{soN.  1  am  Ross  Larson,  president  of  the  Federal  Land  Bank 
Association  of  Yakima,  Wash,  My  brother  and  1  operate  an  apple 
orchard  of  about  200  acres  in  the  Yakima  Valley.  In  addititm  to  t£at 
we  own  and  operate  a  cold  storage  and  packing  facility,  for  not  onl; 
our  own  fruit,  but  for  the  fruit  of  approzimateJy  100  other  locftl 
growers. 

I  am  appearing  here,  not  only  as  a  farmer,  but  also  as  the  ^readent 
of  the  board  of  directors  of  the  Federal  Land  Bank  AssociatJon  of 
Yakima.  I  want  to  thank  you  sinceirely  for  the  opportunity  to  appear 
before  you  today  to  present  our  views  on  H.R.  4782. 

The  Federal  Land  Bank  of  Yakima  serves  well  over  1,000  monbers 
with  outstanding  credit  of  about  $66  million  is  an  agricultural  area. 
Over  'A5  percent  of  theee  loans  are  to  orchardists,  like  myseU,  in  the 
Yakima  Valley.  It's  a  substantially  large  industiy  in  the  State  of 
Waahineton. 

I  am  nere  today  to  address,  basically,  one  of  tlie  28  proposals  and 
that's  the  financing  and  processing  and  marketing  activities  of  bona 
fide  farmers. 

In  our  industry,  on  the  packing  of  apples  and  pears  and  other  soft 
fruits,  it's  dhanged  so  greatly  in  the  past  10  or  15  years  that  instead 
of  being  labor  intensive  we  are  becoming  ouite  capital  intensive.  In 
this  need  for  capital  for  the  marke^ng  ana  processing  of  this  fresh 
produce  it  is  becoming  very  substantial.  I  believe  that  tais  is  (me  place 
that  is  a  bona  fide  extension  of  credit  to  help  farmers  do  a  better  job 
or  to  help  market  their  fruit  better.  There  is  a  definite  need  for  it. 

The  change  in  the  methods  of  packaging  fruit  has  changed  otn- 
siderably,  has  become  veoy  technical  and  very  expensive  and  it  is 
oftentimes  not,  it  takes  a  lot  of  extra  cash  to  put  tiiese  operati<ms 
togetlier. 

Tlie  credit  that  tlie  PCA's  and  the  land  banks  have  given  to  farmers 
in  our  industry  has  been  very  much  appreciated  in  tliis  extension  of 
credit,  to  make  it  available  to  those  in  the  'marketing  and  processing 
end  is  necessary  and  would  be  appreciated  very  much. 

The  FederaJ  land  banks  ana  tne  PCA's  have  been  a  very  good  aooroe 
of  credit.  We  have  needed  it  and  it  has  done  a  fantastic  job  for  118. 

The  Federal  Land  Bank  Association  of  Yakima,  of  whidi  I  am 
president  of  the  board,  generally  supports  the  entire  unradmentB  to 
the  Farm  Credit  Act.  We  had  one  exception  and  that  is  that  we  didnt 
feel  that  any  loan  made,  whether  it's  guaranteed  or  not,  of  over  85  per> 
cent  is  a  sound  loan,  because  it's  the  repayment  capacity  of  the  in- 
dividual that's  going  to  borrow  the  money.  But  even  so  we  would  siq>- 
port  the  entire  amendment. 

Thank  you,  a^i")  for  letting  me  appear. 

Mr.  JoN£B  of  Tennessee.  Thank  ^ou  very  much,  Mr.  Larson,  we  l^ 
preciate  your  statement  and  we  will  take  a  very  careful  lo(A  at  your 
recommendations. 
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[The  prepared  statement  of  Mr.  Latson  follows :] 
PXEFABBD  Statement  of  Bobb  H.  Labsoh,  Fedeku.  Land  Bank  AasociATioit  of 

Mr.  Chairman  and  members  of  the  Subcommittee:  I  am  Hoes  Imtbod,  pre^dent 
of  the  F^eral  Land  Bank  ABSodatlon  of  Xaklma,  WaBhtngtou.  Mr  brother  and 
I  own  and  operate  about  200  acres  of  appie  orchard  near  Yakima.  In  addition,  we 
own  and  operate  a  cold  storage  and  apple  packing  facility  Ibat  serves  not  only 
our  own  acreage  but  t^^roxlmatelr  one  hundred  other  local  farmers. 

I  am  appearing  here,  not  only  as  a  farmer,  but  as  president  of  tlie  Federal 
Land  Bank  AsBodation  of  Taidme.  I  want  to  thank  you  for  tbe  opportunity  to 
appear  before  you  today  to  present  onr  views  on  House  Bill  4TS2,  the  Farm  Credit 
Amendments  of  1979. 

The  Federal  Land  Bank  Association  of  Yakima  serves  1,100  members  with  out- 
standing credit  of  $66  million  In  a  predominantly  agricultural  area.  Over  36%  of 
tbe  loans  outstanding  at  our  association  bave  been  made  to  orchardists  tn  tbe 
Yakima  Valley.  There  are  In  excess  of  50,000  acres  of  ordiard  In  tiie  area  we 
serve,  and  new  plantings  of  orchard  hare  been  Inneasingr  slgnifleantly  in  recent 
years.  We  will  ship  over  200  million  boxes  of  apples  from  tbe  lakima  Valley  to 
f  reeb  markets  this  year  alone. 

In  order  to  ship  this  quantity  of  apples  and  meet  tbe  growing  demand  tor 
additional  storage  and  packing  facilities  we  must  continue  to  enlarge  and  up- 
grade our  facilities.  That  Is  why  I  am  here  today,  to  talk  specldcaliy  of  tbe 
proposed  amendment  to  the  Farm  Credit  Act  of  1979  dealing  with  financing  and 
marketing  activities  wblch  are  directly  related  to  an  agricultural  producer. 

Tbe  reasons  we  support  this  section  of  the  amendments  are: 

<1)  There  Is  a  definite  need  for  credit  to  finance  the  storage  and  packing 
facilities  which.  In  this  industry  with  whldi  I  am  famlllac,  bave  become 
sophisticated,  technical  and  expensive.  Tbt»e  facilities  are,  however,  neces- 
sary to  provide  the  best  service  to  our  growers. 

(2)  Providing  adequate  financing  for  tbe  storage  and  processing  activities 
strengthens  the  marketing  system  and  thereby  benefits  both  the  prodncer 
and  consumer. 

(3)  The  financing  of  the  processing  and  marketing  activities  are  natural 
extensions  of  the  credit  services  now  provided  by  the  Land  Banks  and 
Production  Credit  Assodadons. 

(4)  Those  growers  Who  wish  to  market  through  an  independent  packer 
should  have  equal  advantage  of  modem  and  efficient  facilities. 

(D)  The  Federal  Land  Bank  AssoclatKnis  and  Pn)duction  Credit  Asso- 
ciations are  In  the  position  to  provide  a  most  dependable  source  of  credit 
at  the  most  competitive  terms  for  a  rapidly  growing  industry  which  will 
continue  to  require  targe  amounts  of  capltallzatltm. 
We,  as  a  board  of  directors,  generally  support  House  Bill  4782,  the  Farm 
Credit  Act  Amendments  of  ld7&.  Our  board  has  only  one  exception  which  pertains 
to  tbe  removal  of  the  85%  of  appraised  value  lending  limitation  where  guarantees 
are  provided  by  governmental  units.  We  do  not  believe  a  loan  In  excess  of  SS'% 
Is  a  sound  loan  ev«i  when  guaranteed.  A  guaranteed  loan  at  any  level  does  not 
ueceasarllf  provide  for  a  sound  loan  based  on  repayment  capadty  as  we  believe 
It  should  be. 

The  Federal  Land  Bank  Association  of  Yakima  is  grateful  for  tbe  opportunity 
to  express  its  view  before  this  Subcommittee  and  would  be  pleased  to  respond 
to  any  questions. 

Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Ronald  WBtkins, 
accompanied  by  Mr.  Rich  Pennell  of  the  North  Pacific  Grain  Growers 
of  Portland,  welctHoe. 
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STATEMENT  OF  NORTH  PACIFIC  GRAIN  GROWERS,  INC.  BEFORE  THE 

U.S.  HOUSE  OF  REPRESENTATIVES  SUBCOMMITTEE  ON  CONSERVATION  AND  CREDIT 

RELATIVE  TO  H.R.  4782,  THE  FARM  CREDIT  ACT  AMENDMENTS  OF  1979 

FIELD  HEARING  IN  SPOKANE,  WASHINGTON 
OCTOBER  20,  1979 


MR.  CHAIRMAN  AND  COMMITTEE  MEMBERS  1   Hy  name  is  Ronsld  Matklns. 
I  am  a  faraer  from  Bengo,  Waahington  and  President  of  North 
Pacific  Grain  Growers,  Inc.,  a  federated,  exporting,  regional 
cooperative  headquartered  in  Portland,  Oregon.  With  me   today 
is  Rich  Pennell,  Manager,  Producer  Services,  for  our  ccnpany 
who  will  cooment  on  and  respond  to  questionB  about  our  present 
and  proposed  use  of  the  Fam  Credit  Syston  relative  to  proposed 
citiea  for  international  banking  services. 


The  capital  stock  in  North  Pacific  Grain  Growers  is  owned  by 
47  local  grain  cooperative*  acattersd  through  Washington,  Oregon, 
Idaho  and  Utah.   The  stock  In  these  47  cooperatives,  in  turn,  is 
owimI  by  acfna  18,000  grain  producers  like  ne  who  have  a  real 
stake  in  the  issues  you  are  examining  here  today.  He  are 
borrowers  froo  and  stockholders  in  the  Spokane  Bank  tor  Cooper- 
atives, and  through  this  district  bank  with  the  Central  Bank 
for  Cooperatives  in  Denver.  Just  as  North  Pacific  Grain  Gromxs 
is  a  faraar-owned,  self-help  corporation,  the  Spokane  Bank  for 
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Cooperatives  i>  >  farmer-owned,  self-help  conmercial  Institution. 
Me  deeply  believe  In  the  cooperative  principles  by  which  our 
marketing  regional  and  our  service  bank  have  developed,  grown 
and  prospered.   Our  Interest  in  the  proposed  legislation  is 
deeply  rooted  in  our  desire  to  see  that  the  Farm  Credit  Systen 
is  rnoderniied,  broadened,  and  equipped  to  turn  out  effective 
credit  tools  with  which  we  can  meet  tonorrow's  changes,  chal- 
lenges, and  opportunities. 

In  a  little  over  a  month.  North  Pacific  will  celebrate  its  50th 
birthday.   Due  to  our  agronoaic  conditions,  weather  patterns, 
and  proxiaity  to  the  ocean,  we  have  traditionally  produced  wheat 
for  the  export  narket.  Thus,  our  area's  faniers  have  a  longer 
export  history  than  our  neighbors  in  the  rest  of  the  nation. 
The  Pacific  Northwest  normally  accounts  for  about  301  of  our 
nation's  total  wheat  exports.   About  90t  of  our  area's  production 
is  exported.  Me  would  like  to  share  soie  of  our  export  experi- 
ence with  you.  He  will  coMsent  on  banking  problems  we  have  faced 
in  the  pasti  encounter  at  the  present;  and,  anticipate  In  the 
future.  He  sincerely  hope  this  will  help  you  evaluate  the  pro- 
posed anendmenta  to  the  Pam  Credit  Act  and  explain  why  wa 
earnestly  solicit  your  support  of  H.R.  478Z.   How,  I  would  like 
to  Bsk  Rich  to  cite  sooe  exaaples  of  things  our  management  team 
faces  in  transacting  export  business. 

RICB  FEMHBLL:   International  banking  Institutions  have  tradi- 
d  in  Hew  York  City.   When  developing 
a  CCC   credit  or  receive  authorization  to 
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purchase  US  gcaln  under  concessional  programs  like  Public  Law 
4S0,  export  documentation  is  understandably  concentrated  In 
Washington,  D.C.   A  three-hour  time  diffecence  alone  frus- 
trates rapid  cotomunication  with  government  authorities  and 
the  banking  institutions  which  nomally  negotiate  export  letters 
of  credit.   There  is  little  incentive  for  a  commercial  bank  in 
Hew  York  OE  Philadelphia  to  expedite  the  examination  and  approval 
of  documents  supporting  sight  drafts  on  letters  of  credit  or 
other  instruments.   Anything  sent  by  mail  or  courier  slnply 
goes  into  a  stacked  'in*  basket  regardless  of  its  value.   Delays 
translate  into  interest  savings  for  them  and  interest  expense 
for  u».  Many  of  the  clerks  responsible  for  verifying  the 
accuracy  and  acceptability  of  documentation  know  little  about 

Hence,  we  spend  lots  of  time  educating  banking  clerks  who 
wield  considerable  power  ovsr  the  profit  or  loss  of  our  export 
transactions.   Often  it  pays  for  us  to  fly  our  own  man  to 
Hashington  and  Hew  York  so  he  can  hand  carry  documents  and 
personally  expedite  their  clearance,   the  honoring  of  our 
drafts,  and  subsequent  transfer  of  funds  to  the  Meat  Coast. 
The  odda  are  stacked  against  provincial  companies  like  ours 
without  offices  in  the  East. 

Banking  difficulties  are  also  a  function  of  size.  When  w« 
negotiated  the  letter  of  credit  covering  a  $2,972,562  cargo 
of  wheat  sold  to  Pakistan  and  shipped  per  the  H/V  HOKDIC  SKY, 
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our  Ban  perBonally  pr*B*nt*d  tiM  ahipping  docuBant*  to  the 
CITIBunc  In  Hew  York  City.  They  haa  *0   people  checking  lettera 
of  credit.  They  had  anothec  IB  people  aaiigned  just  to 
straighten  out  difficulties  encountered  by  the  original  40. 
This  illustrates  how.  frustrating  it  is  to  foBillariie  one 
person  with,  say,  the  DS  Grain  Standarda  and  then  get  one  of 
the  other  39  the  next  tlae  around.   Back  to  our  exanple,  after 
getting  approval  of  the  doci»ents  by  CITIBAHR,  we  had  to  90  to 
Nashington,  D.C. ,  present  the  bank's  conficmatlon  to  the  USDA 
that  everything  was  in  order,  pick  up  a  check  for  the  GSN-5 
credit  funds  covering  the  cargo  and  return  to  Portland  with 
the  deposit.   In  this  electronic  age  we  feel  It's  ridiculous 
to  handle  high-value  tranaactlons  In  this  out-nioded  way.   Vet 
we  have  no  alternative  until  we  can  insert  an  agriculturally- 
oriented,  cooperatively  owned  bank  Into  the  picture  who  really 


The  grain  business  is  a  classic  exasple  of  low-nargln,  high-volua 
cooaerce.   Reduced  Interest  and  handling  charges  nesn  higher 
prices  for  our  farmer-own era  and  lower  prices  for  our  overseas 
custooers.   This,  in  turn.  Beans  US  grain  is  aore  conpetitive 
in  the  International  sarket.   It  strenqthena  our  balanca  of 
paymenta  position.   Agricultural  exports  are  one  of  the  best 
ways  to  aupport  the  dollar  and  ■Iniaiia  Inflation.   Ne  need  to 
broaden  and  intprove  financial  services  available  frcsi  the 
Bank  for  Cooperatives  to  facilitate  intemstionsl  transactions. 
The  proposed  anendnents  to  para  Credit  Act  will  do  Just  thst. 
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The  Bank  for  Cooperatives  will  be  pemitted  to  establish  corres- 
pondent relationships  uith  appropriate  overseas  banks.   The 
resulting  reciprocal  relationships  will  permit  the  exchange  of 
bankers  acceptances,  nates,  time  drafts,  currency  exchange, 
credit  reports  on  prospective  buyers,  and  a  structured  method 
of  exchanging  documents  and  information  vital  to  our  business. 
The  amendments  would  also  permit  the  Bank  for  Cooperatives  to 

either  for  the  construction  of  facilities  or  jointly  ownad 
trading  operations.   Another  provision  would  permit  the  Bank 
for  Cooperatives  to  finance  capital  investment  for  concurrent 
lease  to  our  regional  marketing  cooperative.   This  could  minlmixe 
our  capital  burden  and  reduce  our  cost  compared  to  our  procuring 
■nd  owning  such  equipaent.  The  proposed  legislation  would  also 
authorize  Banks  for  Cooperatives  to  invest  in  foreign  financial 
institutions  or  servicing  operations.   This  could  facilitate 
and  strengthen  banking  hands  across  the  ocean,  so  to  speak. 

Please  bear  in  nind  none  of  thase  authorities  will  be  used  willy- 
nilly  but  will  only  be  implepkented  after  exhaustive,  careful, 
prudent  analysis  and  consideration.  As  an  experienced  borrower 
fron  the  Spokane  Bank  for  Cooperatives,  we  can  assure  you  that 
these  extandad  authorities  will  be  used  in  a  conservative,  dis- 
craat,  business-like  manner.  That's  how  they  operate,  and  we're 
authorities  on  that  subject.  As  stockholders  we  wouldn't  want 
it  any  other  way  either.   Vou  should  also  remember  these  author- 
ities do  not   require  the  authorisation  or  expoditur*  of  any 
government  funds.  The  Farm  Credit  Systeai  obtains  its  own  loan 
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funds  primarily 


cough  th*  sale  of  securitlaa  to  tnveatora 

Ily  requBsting  that  Uw  Banks  for  Cooperativea  b* 
sa  to  tools  with  which  famera  can  hslp  themaelvas. 


I  just  returned  from  a  trip  through 
market.  In  countries  like  Indoneai* 
and  Thailand,  about  4SI  of  the  popul 
old.   The  People'a  Republic  of  China 


uch  of  our  Southeast  Asian 
the  Philippines,  Malaysia, 
tion  la  less  than  14  years 
has  an  estimated  400  million 


people  under  the  aqa  of  IB.  As  this  rapidly  expanding  populat 
attains  child  bearing  age  the  deniand  curve  for  agricultural  si 
ports  beconea  nind -boggling.  Obviously,  these  potential  consi 
muBt  increase  their  purchasing  power  in  order  to  gain  access  t 
the  abundant  production  of  our  farmers.   The  Pacific  Northwest 


)  ideally  located  to  serve 
1  petroleuD  prices  spiral, 
I  compared  to  grain  fro*  tl: 


r  Atlantic  coasts. 


}  such  destinat 


,  detenu 


and  evaluate  the  opportunj 
cooperatives.  He  would  II 
conducted  by  people  who  undei 
oriented  to  the  cooperative 


>ns  in  developing  countries  grows, 
id  to  collect  reliable  information 
.nancial  capacity  of  importers, 
I  for  joint  ventures  with  indig«us 


to  have  such  i 


work 


He  respectfully  request  that 
provide  the  Banks  for  Cooperi 
exporting  regionala  like  oi 
tomorrow  and  the  day  after. 


the  ram  Credit  Act  be  a 
s  with  better  tools 

only  today  but  more 
He  enthusiastically  supp 


and  request  your  early  and  favorable  consider! 
He  would  be  happy  to  respond  to  any  questions 
are  grateful  for  the  opportunity  to  appear  bef 
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Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Pennell  and  Mr. 
Watkins.  That  is  a  very  good  statement  and  we  do  appreciate  your 
time  and  interest. 

Our  next  witness  is  Mr.  Melvin  A.  Ensley  of  Colfax,  Wash. 

Welcome,  Mr.  Ensley,  we  are  pleased  that  you  could  be  here  and  you 
may  proceed. 

8TATEMEHT  07  HELTm  A.  ENSLET,  FABKEB  AXS  SIBXCTOB, 
FAKH  CKESIT  BAITZS  07  SPOEASE 

Mr.  En8U7.  Chairman  Jones,  Mr.  Marlenee,  members  of  the  sab- 
committee,  we  are  pleased  that  you  are  here  today. 

I  am  Melvin  Ensley.  I  operate  about  a  2,000  acre  dryland  wheat 
farm,  raise  peas,  wheat,  lentils,  located  about  60  miles  south  of  Spo- 
kane, at  a  small  town  called  Colfax.  I  have  affiliations  with  a  number  of 
cooperatives  in  our  area,  including:  the  Farm  Credit  Banks  of  Spokane 
nnd  also  the  Central  Bank  for  Cooperatives  at  Denver.  I  am  past 
executive  director  of  the  Washinfrton  State  Af^cultural  Stabilization 
and  Conservation  Service.  Today  I  would  like  to  appear  before  you  as  a 
farmer  and  as  a  rancher  and,  of  course,  as  having  nn  interest  in  the 
Farm  Credit  System  itself. 

I  do  not  want  to  be  repetitious  so  I  wiU  try  to  just  Bummarize  my 
statement  to  you,  since  I  have  handed  in  the  statement  for  your 
perusal. 

T  know  that  you  are  aware  of  the  magnitude  of  this  system,  the 
volume  that  it  does  at  the  present  time,  and  also  the  record  that  it  has 
had  over  the  past  60  years.  We  know  we  cannot  sit  on  our  laurels,  but 
we  hone  that  this  record  will  continue  and  through  the  change  of  times 
there  is  necessary  occasionally  that  we  update  certain  legislation  and 
things  that  we  are  allowed  to  do.  and  that's  somewhat  what  we  are  here 
for  today,  to  take  a  look  at  80me  of  those  things. 

We'd  like  to  look  briefly,  and  111  try  not  to  be  too  repetitious  be- 
cause you  have  had  some  pretty  good  statements  alreadv  on  some  of 
the  issues  that  I  wished  to  discuss,  but  may  I  iust  call  your  attention, 
Xo,  1,  to  the  renuest  to  lower  the  eligibility  requirement  for  the  farmer 
cooperatives.  We  are  in  changing  times,  we  have  an  urban  sprawl  end 
n  lot  of  these  people  fhfit  buy  from  our  cooperatives  are  not  what  we 
call  bonn  fide  farmers.  We  want  to  serve  those  people  and  thev  need 
a  olace  to  biiv  nnd  we  need  to  stav  in  bnsinesw  for  the  bona  fide  farmer. 
My  only  belief  is,  in  this  case,  that  the  fanner  should  retain  abstdnte 
control  of  his  cooperative,  but  that  we  should  also  serve  these  areas 
and  this  legislation  would  allow  that  if  we  do  lower  that  eligilsl- 
ity.  We  still  would  retain  the  control  of  the  cooperative  and  I  think 
thftt  is  most  important  to  our  system. 

The  next  one  that  I  might  touch  on  is  the  export  financing.  Your 
previous  statement  certainly  clarified  that  in  very  fine  detail.  I  might 
pdd  this  to  it.  that  we  have  been  Tiving  this  studv  and  thought  for 
about  4  or  5  years  at  the  Central  Bank  for  CooT>erative8,  We  do  now 
have  a  department  there  that  is  working  in  this  area  and  it  csn 
function  nn  to  about  a  certain  point  and  will,  but  the  additional  lefHs- 
lation  would  allow  the  full  financing,  which  we  feel  would  be  to  the 
betterment  of  our  users  of  the  system  and  T  would  leave  it  at  that, 
unless  there  were  further  questions  in  that  area. 
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Vou  also  touclied  on  the  expanded  authorities  of  PCA's  «nd  Fed- 
eral land  banks  to  finance  the  processing  and  marketing  activitiee. 
Because  of  larger  farm  and  activities  that  was  brought  out  in  the 
orchard  industry,  we  find  these  things  are  vei-y  desirable  to  help 
farmers  and  their  neighbors  or  scwneone  can  build  a  processing  plant 
or  something  to  assist  in  the  community.  We  think  this  is  very  bene- 
ficial. They  aren't  doing  these  tilings  now  and  we  are  not  able  to 
finance  all  of  them.  We  think  our  system  should,  for  our  own  users, 
and  I  think  this  would  be  a  very  fine  change  in  the  legislation. 
I  would  like  to  move  onto  a  few  things  of  general  interest. 

The  aquatic  thing  was  brought  up  a  few  moments  ago.  We  are 
rather  new  in  the  aquatic  lending  business.  As  you  know,  that  was 
authorized  throupli  the  1971  net.  In  this  district  it  has  become  a  very 
important  factor  to  our  lending.  There  were  a  few  things  overlooked 
at  that  time  and  they  are  probably  housekeeping  and  the  authorities 
that  we  are  asking  for  ai-e  merely  to  bring  the  aquatic  industry  up 
to  the  same  area  of  borrowing,  have  the  same  authorities  that  we  give 
to  the  other  fanners  and  ranchers  of  our  district,  and  that's  about  all 
that  that  really  amounts  to. 

One  other  item  is  the  uniformity  to  allow  the  37  banks  to  participate 
in  cross-loans.  We  have  loan  limits  and  it  requires  assistance,  nowj  in 
the  larger  loans  and  this  new  authority  would  allow  the  entire  bankmg 
system  to  cross- participate  in  these  loans  as  well  as  going  to  commer- 
cial banks  and  we  think  this  would  be  very  helpful.  As  loans  get 
larger  this  would  be  more  important  to  our  system. 

Here's  one  that  has  had  a  little  misunderstanding,  the  matter  of 
authority  to  charter  corporations.  It  has  been  thought  that  we  might 
want  to  go  out  into  the  world  and  get  into  a  lot  of  other  areas,  but 
this  corporation  request  deals  only  with  some  in-house  items  that  we 
think  are  rather  important.  I  might  mention  a  couple,  at  least.  It  would 
provide  flexibility  in  organization  for  joint  ownersliip  of  farm  credit 
banks  buildings,  which  we  cannot  do  on  that  basis.  Second,  the  com- 
puter system  is  quite  higlily  used  now  and  we  could  use  a  corporate 
method  of  handling  the  computer  system  where  it  is  dealt  in  with  the 
various  banks  on  a  joint  ownership  basis.  There  are  other  areas  where 
this  might  be  used,  but  it  would  be  controlled  very  closely  by  the  Farm 
Credit  authorities  that  we  would  get  and,  of  course,  the  current  laws 
and  regulations  would  apply,  if  it  were  granted  to  the  system.  So  we 
feel  it  would  be  quite  a  bit  of  great  deal  of  help  if  we  could  get  that 
authority. 

Let's  just  take  a  last  look  at  this. 

The  Farm  Credit  System  is  chartered  to  improve  the  well  being  of 
farmers  and  ranchers,  and  that  is  basic.  We  think  it  should  be  kept 
that  way.  We  hope  these  amendments  would  help  to  further  this  basic 
think  for  which  we  are  chartered. 

I  want  to  thank  you  for  listening  to  the  testimony  and  for  your  con- 
cern of  coming  to  our  district  and  we  know  that  you  have  a  lot  of 
interest  in  agriculture  or  you  would  not  be  here.  So,  thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Ensley,  for  a 
very  good  statement  and  we  will  be  asking  you  some  questions  a  little 
later.  Without  objection  your  prepared  statement  will  be  made  a  part 
of  the  record. 

[The  prepared  statement  of  Mr.  Ensley  follows :] 
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Mr.  Cbalrman  sod  members  of  tbe  Subcommtttee ;  I  am  Melvla  A.  Ensley.  1 
own  and  operate  a  ITOO  acr«  dryland  wheat-pea  farm  aear  Colfax,  Wasblngton, 
located  Boutb  of  Spokane.  I  have  afflllatloiw  with  a  number  of  farm  cooperattvea 
IncladlDS  tbe  Farm  Credit  Banks  of  Spokane  and  the  Central  Bank  for  Cotqien- 
tlvea.  I  am  a  past  Director  of  the  Washington  State  Agricultural  SUhllicatlon 
and  Conserratlon  Service.  I  am  appearing  here  today  first  aa  a  Washlnftoa 
State  farmer  and  second  ae  a  siiokesman  for  the  Farm  Credit  System. 

Ton  have  been  made  aware  of  the  dollar  magnitude  of  the  System  and  the  excel- 
lent past  record  the  System  has  In  serving  the  financial  needs  of  agricoltore.  I 
believe  the  three  Banks  hare  carried  out  their  responBlbllltles  well  in  the  past 
and  can  do  so  In  the  future  If  they  have  all  of  the  proper  tools  and  authorities 
needed  for  the  Job.  The  most  significant  authorities  being  requested  are : 

(1)  To  lower  tbe  eligibility  requirements  of  farmer  cooperatives  to  borrow 
from  tbe  Banlta  for  Cooperatives.  Reducing  farm  numbers  and  other  changes  In 
aeverel  communities  la  forcing  many  cooperatives  to  diversify  their  clientele  to 
Include  nonfarmers.  We  believe  In  farmer  control  of  their  co-ops,  but  we  mnat 
also  face  economic  reality.  In  many  communities  we  need  participating  noa- 
Carmer  bnainess  to  help  maintain  the  viability  of  our  farmer  co-ops. 

(2)  To  provide  authority  for  the  Banks  for  Cooperatives  to  finance  the  export 
of  farm  commodities  for  farmer  co-opa.  It  Is  reoogniied  that  export  finance  la  a 
comidlcated  business  requiring  the  use  of  new  legal  instruments  and  anthorltlM 
by  the  Banks  for  Cooperatives.  Lack  of  these  authorities  creates  a  void  In  the 
Banks'  ability  to  provide  full  service  to  its  members  who  export  agrlcultaral 
commodities.  As  you  are  probably  aware,  we  farmers  In  the  Northwest  depend 
upon  tbe  foreign  export  of  much  of  our  production.  Export  financing  authority 
provides  another  vehicle  to  Improve  a  farmer's  ability  to  produce  and  market 
hla  crops. 

(3)  To  expand  authorities  for  PCAs  and  FLBAs  to  finance  the  processlnc  aitd 
marketing  activities  related  to  a  farmer's  operation.  The  growth  of  many  farm 
operations  through  the  years  includea  the  Integration  of  the  production  of  com- 
modities with  their  processing  and  marketing.  The  proposed  amendment  would 
clarify  the  System's  role  in  providing  financing  for  this  area  of  a  farmer*! 
operation.  It  la  another  sector  which  today  is  partially  voided  from  Farm  Credit 
System  financing. 

Hie  proposed  l^slation  also  Includes  a  number  of  Issues  which  have  rignlfl- 
cance  to  the  Byalem,  but  probably  do  not  gather  much  Interest  elsewhere.  I 
would  like  briefly  to  mention  a  few  of  these  proposals. 

<1)  There  are  three  separate  issues  which  concern  aquatic  financing.  Basically, 
these  proposals  provide  the  three  Banks  of  the  System  the  same  authorities  for 
financing  commercial  fishermen  and  their  cooperatives  as  farmers  and  ranchers 
are  allowed.  The  commercial  fishing  Industry  Is  expanding  in  onr  District  and 
we  believe  it  deserves  the  full  benefits  of  the  Farm  Credit  Syatem  to  foster  this 
expsnelon. 

(2)  We  are  asking  for  uniform  authority  to  allow  the  37  Banks  of  tbe  SyatMU 
to  participate  In  loans  between  IhemaelveB  or  with  lenders  outside  the  System. 
Currently,  each  Banking  SystMU  has  authority  to  participate  In  loans  to  some 
extent,  but  their  authoritlee  are  not  uniform.  The  proposal  would  allow  the 
flexibility  for  Banks  of  the  System  to  participate  In  large  loans  over  Indlvidnal 
Bank's  loan  limits  tor  tbe  benefit  of  an  eligible  borrower. 

<8>  Tbe  System  requesting  authority  to  charter  corporations  where  this  form 
of  organlsatloD  would  best  serve  the  Joint  needs  of  several  of  the  Banks  of  the 
System.  Examples  of  situations  where  this  authority  might  be  used  are  tbe 
formation  of  a  corporation : 

a.  To  provide  a  more  flexible  organisation  for  Joint  ownership  of  Vaim 
Credit  Banks  buildings,  and 

b.  To  provide  a  more  flexible  organisation  for  ownership  of  computer 
equipment  owned  Jointly  by  several  Banks. 

This  anthorlty  would  merely  provide  an  efltclent  form  of  onanlsatlon  to 
handle  Joint  operatlona  of  more  than  one  Bank.  Any  service  provided  Ij  a 
corporation  In  this  text  would  be  within  the  confines  of  current  law  and 
regulations. 

The  Farm  Credit  System  ia  chartered  to  Improve  the  wdl-being  of  tarmen 
and  ranchers.  We  believe  the  amendments  aeked  for  wlU  provide  an  mtdated 
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basis  from  which  we  can  perform  this  objective.  I  thank  you  for  listening  to 
this  testimony  and  demonstratiag  your  concerned  intereat  )n  tbe  Farm  Credit 
System  and  tbe  agriculture  which  It  serves. 

Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Dwyte  Wilson,  the 
executive  vice  president  of  the  Oregon-Wadiington  Farmere  Uni»Mi. 

Mr.  Wilson,  it  was  good  to  get  to  see  you  a^n.  We  know  that  you 
have  been  before  the  sulKommittee  in  Washington  and  we  welcome 
you  again  this  morning. 

STATEHEKT  OF  DWYTE  WIIJSOH,  EXECUTIVE  VICE  FEESIDEHT, 
OAEOOH-WASHIHOTOir  FAEHEItS  UmOH 

Mr.  Wilson.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  see  that  voii  are  coming  here  to  get  our  ideas  on  the 
amendments  to  H.R.  4782.  1  am  pleased  to  see  that  Chairman  Jones  is 
continuing  the  policy  he  established  as  chairman  of  the  Dairy  and 
Poultry  Subcommittee — coming  to  the  country  and  giving  the  people 
the  opportunity  to  appear  before  the  subcommittee. 

I  am  Dwyte  Wilson,  executive  vice  president  of  the  Oregon-Wash- 
ington Farmers  Union.  My  address  is  Vancouver,  Wash. 

I  am  filing  a  prepared  statement  for  the  record  and  in  the  interest 
of  time  I  think  that  I  will  just  mention  a  few  of  the  highlights  of 
things  that  we  are  concerned  about. 

The  Farmers  Union  has  had  a  long  history  of  support  for  the  credit 
agencies  authorized  by  the  Farm  Credit  Act  of  1916. 

In  regard  to  these  amendments,  the  first  one,  which  was  just  men- 
tioned, was  tlie  one  to  charter  other  corporations.  I  would  like  to  com- 
ment on  the  proposed  amendment  to  do  ]  ust  that. 

Under  present  law  district  boards  are  empowered  to  authorize  agree- 
ment between  institutions  within  a  district  to  provide  for  joint  services 
to  borrowers  and  to  make  joint  undertakings  oetween  districts  in  pro- 
viding joint  services.  Currently  there  are  a  number  of  these  services 
provided  for,  such  as  recordkeeping,  equipment  leasing,  real  estate 
appraisals,  service,  sale  of  casualty  and  liability  insurance,  credit  life 
insurance,  crop,  fire  and  hail  insurance. 

Attached  to  the  statement  is  a  summary  of  our  policies  adopted  by 
the  members  at  tlie  last  national  convention.  You  will  notice  from  that 
policy  statement  that  they  have  expressed  strong  disapproval  of  the 
Farm  Credit  agencies  en^ra^ng  in  the  sale  of  insurance,  except  for 
credit  life.  Attacl.ed  to  this  statement  is  an  amendment  which  we  pro- 
pose to  be  suggested  as  an  additional  amendment  to  the  Farm  Credit 
Act,  which  you  will  note  would  prohibit  them  from  engaging  in  the 
sale  of  insurance  with  the  exception  of  credit  life  insurance. 

The  second  objection  we  have,  we  would  like  to  comment  on  the  pro- 
posed amendment  which  exempts  the  farm  credit  agency  from  the 
Truth  in  Lending  Act.  For  several  years  spokesmen  for  the  Agency 
have  ura;ed  Congress  to  exempt  agricultural  credit  from  the  provisions 
of  the  Truth  in  Lending  Act.  This  has  been  the  case  in  spite  of  the  faot 
that  Farm  Credit  institutions  provide  only  about  one-third  of  the 
cretlit  used  by  the  Nation's  farm  families.  We  have  been  concerned 
about  this  and  spokesmen  have  tried  to  exempt  them  from  other  insti- 
tutions that  provide  agriculture  credit  and  we  feel  here  that  this  needs 
to  be  considered. 
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By  and  laree,  we  think  the  amendments  have  a  lot  of  good  points. 
In  list«ning  here  this  morning  you  can  see  the  need  for  additional 
credit  in  the  field  of  aquatic  services.  The  Northern  Pacific  Grain 
Growers  made  an  excellent  case  for  the  need  fw  additional  credit  to 
expand  farm  markets  in  the  international  trade.  Only  7  percent  of  the 
grain,  now,  is  moved  by  cooperatives  in  intematitniu  trade. 

We  think  that  the  farm  credit  afenciee  should  give  consideration 
and  concentrate  on  expanding  tliese  Badly  needed  services,  rather  itian 
to  expand  into  insurance  and  other  services  where  we  have  numerous 
agencies  today  that  are  pn>viding  adequate  services  for  farm  families. 
So,  therefore,  the  substance  of  our  testimtmy  is  such  that  we  are  (w- 
posed  to  the  expansion  into  the  services  that  are  already  adequately 
provided,  and  rather  to  concentrate  on  expanding  credit  in  the  area 
where  it  is  so  badly  needed. 

Thank  you,  Mr.  Chairman. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr,  Wilstm,  for 
your  statement  and  we  certainly  appreciate  your  being  here. 

[The  prepared  statement  and  attachment  thereto  of  Mr.  Wilson 
follows  :1 
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STATEMENT  OF 

DWYTE  UILSOH 

EXECUTIVE  VICE-PRESIDENT 

OREGOH-UASHIHGTON  FABHERS  UNION 


TO  THE 
HOUSE  AGRICULTUBE  SUBCOHHITTEE  ON 


H.R.  A782 
I  Bill  CO  Amend  che  Farm   Credit  A 

October  20,  1979 

finbera  of  the  Subconnittec : 

Ison.  Executive  VLc 
la  10453  N 

Farmera  Union  has  a  long  history  of  support  for  the  credit  «genciaB 
authorized  by  the  Farm  Credit  Act  at   1916.   Fermets  today  knov  thcaa 
agencies  as  Production  Credit  AsBociatlons  which  provide  operating 
credit,  Federal  Land  Bank  AaaociatlonB  which  provide  real  aataCe  loans, 
and  the  District  Banks  for  Cooperatives  which  service  the  credit  needs 
of  farmers  cooperative.   The  original  Intent  of  Congress  in  establish- 
ing these  cooperative  credit  institutloiis  was  to  give  fanners  a  owra 
satisfactory  means  of  supplying  thensalves  with  credit. 

The  attached  excerpt  from  the  1979  Statement  of  Policy  of  National 

Faroers  Union  further  ainpllftas  the  attitude  of  our  menbcra  toward  the 
Farm  Credit  Administration  and  Its  agencies. 

Now  I  would  like  to  turn  to  S.  1465  with  conmenta  on  Ita  specific 
changes  in  credit  policies  and  structure  of  the  credit  institutiona 
under  the  Jurisdiction  of  the  Farm  Credit  Administration. 
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FjFfE.   we  would   lika  to  co^sRt  on  cha  proposed   wianil— nt  to 
eh«    Pana  Credit   Act   of    1971   which  would   auChoriia    tha    FCk   to   charter 
cocpocationa   to   parfom  lervica   and    financial    lunctlona.      lTOd*r 
praaant    law,    diatrict  boarda  ara   ampowarad  to  authorlia   BfraaaMita 
batwaan   inaticutLona  within   a  diatrict   to  pinuida   Cor  joioe  •arvloas 
to  botroweirs,    and   to  naka    ]olnt  iindartaklnqa  batwaan  diatdeta  in 
providing   Joint   aarvlcaa. 

Cucrancly,    auch   aarvlcaa   ralat*  to  racord-kAaplof ,   aqutpaMBt 
laaalng,    caal  aatata   appraiaal   sarvica,    and  tba  aal*  of  oaaiMlty 
and   liability   Inaurancai    credit   lit*  insuranca,    and  crop,    tira,    and 
hail   inauranc*. 

Aa  you  will  nota    fron  tha  Policy  statemanc  Baotlooad  abova, 
our   dalcgatas  hava  axpteiaad  atrong  dlaapproval  of  tha  TCft  aganctaa 
angaging  in   tha    sale  of   inaucanca  axcapt   for  cradit  lifa  InauraBca. 
It  would  ba  in  ordai     theieCore,    for  guaationa  to  ba  ralaad  aoneam- 
ing   thia   propoaad  anandaant  to  tha  ran  Cradit  Act. 


ioualy  quaation  tha  naad   Cot  a 
tba    long-ranga   iiBpUcationa  of  ampowaring  tha  rCA  to  charter  corpoea- 
tiona   for  tha  purpoav  of  extending  aarvicaa  to  bocrovara  which  ara 
not  related  to  tha  direct  landing  oparationa? 

aacond.  wa  would  like  to  ccaawnt  on   tha  pcopoaad  aawniWant  which 
anearpti   tha    PCA  agencies    froai   tha   Truth- in-Landing  Act.       For   aevaral 
yaara     apokeanen    for   tha  agancy  hava  urged  Congiaaa   to  avaapt   agricul- 
tural  cradit    from  tha   provisiona  of   the  Truth- in-Landlng  Act.      Thia 
has  been   tha   Casa   in   spite  of   the   fact    Chat    the    Fam  Credit    tnatitu- 
tiona  provide  only   about   one-chlrd  of   tha    credit  uaad   by  tha  Nation'! 
fam  faniliea       Wa  hava  atrongly  reaiated   the  propoaad  change   and, 
on  one  occaa  on,    debated  an  PCA  apokaaman    in  a  public  Senate  hearing, 
maJcing  what  we  think  ia  a  aound  caaa  foe  retaining   full  diacloaura 
under  the  Truth-in- Lending  Act  tor   loana  nada   to   tamera  by  rara 
Credit  AdBiniatratlan  agencl«a. 

Wa  therefore  urge   tha  comnittae  to  give  careful  exaBinatioa  to 
thia   propoaad   uMndnant.      CeitaijiLy     the  intonaatlon  called  tor  by 

the    Truch-in-Lending   Act    ia   readily   available  aa    loam  ara    ai—alail. 

and   we   aee   no   laaaon  why   thia    Infozaation    sho-uld  not  ba  aada   avallabta 
to   famai'  bottower*.     Wa   are  aapacially  concecnad  that  other  laodara 
alao  be  required   to  comply  with  the  Truth- in- Lending  Act. 
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Third.   V*  tioutd   Ilka  to  coiint  on   cha  a^ni^nt  iikld)  HOwld 
bro«d*n  Che  authority  of   tba  PCA' ■  and  t>w  FUU'a  to  (laaoc*  pcoaa«*> 
ing  and  a^rkatinq  antarpriaaa  which  itould  b*  a   pact  of   tarmiag,    rMinh 
tnq,   or  aquatic  oparationa  of  aliglbl*  applicants  and  borrowra. 
Titara  aia   aavaral  quaations   that  «•  would  lika  to  ralaa  coaM«cnin« 

1>  Hould  tha  kaklnq  of  *«cb  loans,  which  would  raqutra  addi- 
tional capital  In  chn  syaCa*.  is  aey  way  intarfaca  with  tha 
■akiog  of   tEaditiooal   loans  avallabla  chEouqn   tha  Kft  ajaaeiwT 

21    Would   tba  authority  <*1A   chii   anandMant  would  mtn*n<  raanlc 
uICLoataly  xa   tba  I'ac*  Cr«dlt  a^asciaa  nakinig  loaoa  to  bual- 
nassas    tat   pcocaaala?  and  narkatin^,   novlnq  away  Irtm  tha 
taravr  cliaatala  that   It  haa   Ctadttlonally  aarvad? 

1     Mould   tha  aitansion  at  «uch  antbocltv   tncacfara  with  thm 
l«ndii>9  op«rationa  thcoogh  Otm  Kask  of  Coopacativaa  which 
iBCtuda  loana  to  group*  of  tmimmn  tOE   piotfasain^  and  aarlMe- 
inq   purpoaas? 

Fourth,  anothai  avandaisnt  sought  by  tha  Farm  Cradit  AAUnlstza- 
tlon  would  autlMjclia  thm  BC'a  to  flaanca  axpoit  tEanaacttoBa.  lD«la^ 
ing  Allowing  tha  AC  a  ta  nska  dapoaita  in  fo(aign  baAka,  rocal««  sad 
hold  cradit  fcalaacaa  trxm  hanks  tram  borrOHara.  bay  tl«a  dxafta 
payaela  by  forat9D  buyaca,  taka  pact  in  cuccancy  axchsB^sa,  and  aaha 
loans   to    tacilltata  ttansacticda   to  tofvign  coopacstlvaa 

Ttiia    aasnibant    ia  pachapa   tha  aost    algnlCicanC    In   tacas  ol 
changing  tha  natura  of  tha   landing  oparaticMis  of  tha  Bank  ol  Coopara- 

Intacnatioaal  banking   ta  a  eoi^ltcatad  buslnaaa. 

OuE  dooaitic  banking  loatltutlona,    toe  axaivla,    that  angaga  In 
banking   on   an    i.icatnational    acala  Iiava   a  Iiuge   netwock   of   ovaciaa* 
officaa.       It    ;s      tJiarefora.    difficult    to  coapcaband    ]uat  what   la   to 
ba   accoaipli  s.-,:e-j    Qy   cutandlng   tha   bankac    cooparatlvaa'     landing  opara- 
tions    in    a    ri^nnci-    ;^ac    xould   ba    autbociiad   by    thia    aaandaant.      Na 
urge    the  Ca^tttae    Co  giva   eoaaidaratlon    to    tha    lapact  of   thi.» 
changa   and    in    this    :ontaKt  ta   dacida  wtiathac    thla   Butl^city    is 
needed   to   giv*    fsracr   coopacativai    additional    aalaa   capabllitlas   In 
incecnational  Barkaca.      Cactainly,    if   it  would  accaapllsh  that 
purpose.    It  would  be  a  atet^  In  tba  right  dlractloa. 
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Sixth,  S.  1 

Pani 

Credit  iy»t 

that 

>uch  exempt 

of  credit  (or  f« 

•xtant  that  lnt< 

Iwi 

of  tndividi 

prtcs  for  the  iM 

>ulil  clarify  and  raafflra  thac  landing  bjr  tba 

■xenpt   froa  atata  uiury   lawa.  It  Is  obvleiM 

>eB  enable  th«  rCA  aganclea  to  aaaur«  avallabltity 

and   ranchers    In    'tight   nonay'  period*.      To   tlM 

ratea    rang*   above    llaltatlona    aat   by  tba   atitXJ 

■tea,    famara   and  ranchers,    of  couraa.   pmj  a 

ulce  of  axaarptlon. 

The  problem  that  we  aae  with   thla  aMandaant   la  that  It  la  nacdad 
In   the   first   place.      It  would  ^vloualy  ba  to  the  baat  Intacaats  of 
farsar  borrower!    fron  PCA  aganclaa   If  the  cradlt  available  waiw  to  b« 
at  a  reasonable  coat,   hopefully   lottar  than  other  privata  orodit  aeaEoaa. 
If  such  were   the  case,    the  quaatlon  of  axaaptlon   froa  naiuy  tam  woold 
never  have  occurred. 

Seyanth,    5.     1465   would   require    that  only   two  noalnaea   In  aacb 
district   be  voted  on   In   the  election  process    for  Dlatrlct  Dlractor, 
rather   than  three  nonlneaa  aa   is   required  under  present  law.      Tb« 
case   for   this  aaandaent,    according  to  rCA  apokaaMnt    ralataa  to  the 
fact   that    two   nominees   would   aasura   that   the   elected  BiBtrlot  DlraotOC 
would  receive  a  ujoclty  of  the  votes  caat.      Very   frankly,  w*  ••• 
relatively  little  aarit   in  raduclng  the  ouaber  of  noalnaoa.      Tbo  thrae- 
noalnee  procedure  would  seaalngly  be  in   Una  with  giving  eligible  voter* 
additional    latitude   in  the  aalection  of  a  District  Olroetoe. 

eighth,    S-    1465  would  aaand  existing   law  to  reaov*  FCK  •aoloyoe* 
froa  the  classification  requlreaents  of  the  Office  of  Pacsoonal  Manage- 
Bwnt,   but  would  continue  the  salscy  calling  of  Cb*  gaaaral  achadnle 
currently  set  at  S4T,000  annually. 

Further,    the  FCA  would  be  enabled  under  the  propoaad  aaanteentai 

I   for  quallflcatloD  for 

3)    to  set   salaries  of  the  Farm  Credit  AdMiniatratfon  Governor 
and  Deputy  Governors  within  the  perlaetara  of  the  exacotiva 
schedule I 

1)    to  be  exempt    froa   federal   treval  procureaant  and  property 
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SpoKeaioen  for  the  Fans  Credit  Adminlat 
considerable  pride  on  occasion  on  che  autonoay 
Che  fact  that  no  federal  funda  are  approprlal 
agencies'  operations  is  often  ci* "  "   "    ~" ' 

would  further  exempt  FCA  •mployeai  from  cl, 
of  the  Office  of  Personnel  Management  and  to 
other  federal  ragulationa,  and  the  anendmant 
blllty  of  sick  leave  and  retirement  between 
retirenent  plana  and  the  Civil  Service  retii 
aisendpienta  nove  In  the  oppoaite  dlrectiona. 
fore,  may  want  to  give  consideration  to  proci 
tion  which  are  conaiatent  and,  at  the  aaae  t 
nant  policy. 

S.  1465  provides  for  other  changea  in  t 
credit  functions.  Ne  have  attainted  to  com 
are  of  the  greateat  significance.  There  are 
observer*  who  have  characterized  the  changaa 
Farm  Credit  Adadnist ration  and  its  aganciea 
multi'  or  full-aervice  banking  institution, 
for  farmers  dependa  on  tha  extent  to  which  t  . 
EroB  the  hiatoric  traditional  mandate  of  the  Congreaa  directing 
them  to  serve  the  direct  credit  needs  Of  tha  Nation's  fara  families. 
This  is  the  yardstick  that  w4  urge  the  Cooaaittee  consider  as  It  acts 
on  tha  cooprehensive  changes  that  would  be  authorised  by  S.  146S. 
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adopted  by  our  member 
proposed  amendment  and 
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:  the  last  National 
excerpt  from  the 
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ATTACHMEHT 


Tide  IV  of  Che  Farm  Credit  Act  of 
1971  (Pub.  Law  92-lBl)  Is  amended 
by  adding  at  the  end  thereof  a  new 
section  reading  as  follows^ 

"Sec.  4.17  No  Institution  of  the  Farm  Credit  System  or 
Organization  created  under  the  authority  of  this  act  or  any 
official  or  employee  of  any  such  Institution  or  organization 
shall  sell  (I)  Insurance  to  a  borrower  or  any  other  person 
eligible  Co  receive  services  from  such  Institution  or  organlKa- 
tion,  <lt}  Act  as  an  agent  or  sponsor  for  any  insurer  selling 
insurance  to  any  such  borrower  or  other  person,  (III)  otherwise 
undertake  to  provide  or  obtain  Insurance  for  any  such  borrower 
or  other  person,  (IV)  receive  any  fee,  comnlsslon,  rebate  or 
other  remuneration  from  the  sale  of  Insurance  to  any  such  borrower 
or  other  person,  or  (V)  influence  by  recomnendatlon  or  other  action 
any  such  borrower  or  other  person  to  acquire  insurance  from  an 
insurer  selected  or  sponsored  by  any  such  Institution,  organization, 
employee  or  official,  other  than  credit-life. insurance  in  connection 
with  the  loaning  of  the  funds  of  said  Fam  Credit  Systan." 
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Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Maurice  W. 
Sanders  of  Emmett,  Idaho. 

Welcome,  Mr.  Sanders.  We  are  pleased  that  you  could  be  here  and 
you  may  proceed. 

BTATEHEHT  OF  HAITBICE  W.  SAHDEBS,  H.  W.  SAHDESS  OBCHABDS 

Mr.  Sanders.  Thank  you,  Chairman  Jones. 

I  would  like  to  introduce  myself  by  saying  I  am  an  operator,  to- 
gether with  my  son  in  partnership  in  a  400  acre  fruit  ranch  in  Km- 
mett,  Idaho,  just  out  of  Boise,  Idaho.  We  have  been  in  the  business, 
now,  some  20  some  odd  years,  starting  out  basically  with  growing 
and.  then,  getting  into  packing  and  processing,  cold  storages.  In  other 
words,  all  the  facilities  in  order  to  take  care  of  our  own  producti<Mi. 

I  have  had  the  opportunity  of  being  on  the  National  Apple  Institute 
for  a  period  of  12  years,  and  nt  that  time  I  spent  much  of  my  ;titiie 
traveling  around  the  country  and  did  see  the  operations  of  many,  and 
also  the  retail  markets  and  the  wholesale  markets  and  the  processinf 
picture  in  itself.  At  that  time,  this  was  when  I  really  got  interested 
in  building  my  own  packaging  operations  and  together  with  my  opera- 
tion, with  quite  a  few  neighbors  that  I  have,  I  have  been  able  to 
BDCcessfulIy  oi>erate  and  operate  a  fairly  decent  large  operation,  but 
I  could  not  do  it,  mainly,  without  the  neighbors  that  I  do  nave  and  the 
people  that  T  turn  around  and  solicit  for. 

My  main  concern,  of  course,  is,  in  my  statement  to  vou,  Item  No.  S, 
finance  processing  and  marketing  activities  of  bona  nde  farmers.  My 
statement  is  repetitious  of  the  <^er  statements  that  have  been  made 
here,  because  I  certainly  support  it  under  the  conditions  that  exist 
today  with  the  restrictions  that  we  do  have,  it  would  be  rather  eco- 
nomically impossible  for  a  man  to  start  up,  lots  of  times,  with  his  oim 
operation. 

I  know  most  of  these  adjustments  are  built  around  lots  of  considera- 
tion of  yoimir  farmers,  in  order  for  them  to  get  started.  I  think  that 
with  the  ability  that  they  have  or  the  ability  that  a  man  does  have, 
not  only  in  proces-sing  and  marketing,  if  he  can  gather  his  neighbors 
up.  gather  a  little  more  up  in  order  to  make  this  economically  fmsible, 
I  thmk  is  the  right  way  and  definitely  the  right  wa^  to  go. 

One  key  factor  that  I  must  say,  the  merchandise  that  we  raise  has 
to  be  marketed  profitably  in  order  for  the  returns  to  be  proper,  as  far 
as  the  gi-ower  is  concerned. 

I  have  been  involved  in  export  outlets,  invotved  in  retail  outlet& 
The  information  that  I  have  gathered  over  a  number  of  years,  you 
know,  have  been  tremendously  good  for  me,  because  I  have  teamed 
that  this  is  really  the  whole  process.  We  can  raise  a  lot  of  merchandise 
in  this  country,  but  the  profitability  comes  from  marketing  it. 

I  have  solicited  most  of  these  things.  I  have  a  little  bit  of  a  question 
about  the  limitation  or  the  extending  the  85  percent  limitation  and  T 
only  look  at  that  in  one  way.  I  know  it's  designed  around  getting  tlie 
young  farmer  started,  but  100  percent  financijig  sometimes  is  an 
improper  way,  because  of  the  fact  of  his  ability  to  turn  around  and  pay 
it  back.  I  think  if  we  can  get  over  that  hurdle  so  that  he  can  pay  it 
Iwck.  well,  certainly,  I  am  for  it  Other  than  that,  I  think  that  we  don't 
want  to  try  to  bury  him  before  he  gets  started. 
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I  thank  70a  vei^  kindly. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Sanders,  for  a 
good  statement  and  we  do  appreciate  what  you  had  to  say  and  we  will 
take  cognizance  of  the  fact  that  you  mentioned  those  items. 

Our  next  witness  is  Mr.  Frank  Niessner  of  Royal  City,  Wash. 

Mr.  Xissner,  it's  good  to  see  you  again,  and  we  look  forward  to 
hearing  from  you. 

STATEMEHT  OF  TBASK  HTESSIIEB,  SIREOIOS,  FASH  CBEDZT 
BAHES  OPSPOKAHE 

Mr.  Ndmbneh.  Thank  you. 

Mr.  JoNBB  of  Tennessee.  I  might  mention  that  I  know  some  of  you 

fmtlemen  have  appeared  before  our  subcommittee  in  Washington  tmd 
may  have  overlooked  the  fact.  I  do  recall  that  some  of  you  have  berai 
there.  I  may  not  recognize  all  of  you,  but  I  do  recognize  some  of  you. 

Mr.  N1E8BNES.  Thank  you  very  much,  Congressman  Jones. 

Mr.  Chairman,  and  members  of  the  su^ommittee,  I  am  Frank 
Niessner,  I  am  a  Washington  State  farmer,  operating  a  family  irri- 
gated farm  in  the  Columbia  Basin  project. 

With  that  I  will  submit  to  the  record  my  statement  and  just  kind  of 
paraphrase  it. 

I  would  like  to  elaborate  a  little  bit  on  our  operation. 

Our  operation  is  strictly  a  family  owned  corporation.  We  operate  in 
the  area  of  vegetables,  mainly  potatoes  and  onions.  We  farm  a  sub- 
stantial acr^ge.  We  do  our  own  packaging  and  processing  of  potatoes 
and  onions.  We  also  handle  grain  through  a  gram  company.  We  are  in 
the  marketplace  on  a  year  around  basis  and  we  have,  m  the  last  year, 
expanded  in  the  area  of  exporting  onions  to  Japan. 

I  come  to  this  subcommittee  in  support  of  the  entire  package  of  the 
Farm  Credit  Act  amendment,  but  more  specifically  I  would  like  to 
comment,  and  limit  my  comments  to  the  marketing  and  processing 
issue. 

As  our  operations  grow  and  have  grown  over  the  last  10  yeare,  if 
we  don't  receive  some  relief  in  the  area  of  marketing  and  processing 
we  will  be  forced  to  leave  the  Farm  Credit  System,  because  we  are 
starting  to  handle  more  and  more  of  the  neigliboring  farmer's  crops 
and  we  are  providing  a  service  in  our  area  where  we  do  not  have  any 
cooperatives  in  this  field  to  sell,  market  and  export  these  crops  over- 
seas. If  we  don't  receive  this  help  we'll  have  to  seek  financing  from 
the  insurance  companies,  commercial  banks  and  other  areas  and  I  feel 
very  strongly  about  this.  I  don't  want  to  leave  the  Farm  Credit  System, 
but  I  may  be  forced  to. 

We  also  have  in  our  operations  the  control  of  marketive  grain,  bo  I 
want  to  support  the  export,  crop  export.  We  deal  with  North  Pacific 
Trading,  who  has  given  a  very  fine  statement  here  previously,  but  as 
this  goes  on  it  impacts  on  the  entire  commtmity.  It  impacts  on  the  labor, 
it  impacts  on  the  area  and,  therefore,  I  want  to  make  my  statement 
very  brief  and  I  want  to  stop  here  and  just  support  the  entire  Farm 
Credit  Act  and  also  support  that  specific  area  that  I  have  spoken  to. 

I  will  be  available  for  questions,  later. 

Thank  you  very  much. 
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Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Nieesner.  We 
will  call  you  back.  Your  prepared  statement  will  now  be  placed  in 
the  record. 

[The  prepared  statement  of  Mr.  Niessner  follows :] 


Mr.  Chairman  and  members  of  tbe  8ubc(»nmlttee :  I  am  Prank  Kieuner,  a 
WasblngtOQ  8t«te  farmer  operatinK  a  family  IrrigBted  farm  In  tbe  Oidutnbla 
Baela  Project  In  conjunction  with  thU  diverBlfled  farm,  the  Nleasner  bmily 
operates  a  potato  and  onion  fresh  packing  facility.  The  farmlog  and  patAing 
operations  were  Integrated  to  allow  control  of  the  marketing  of  our  prodnctt 
and  to  bring  family  members  Inio  tbe  operation.  The  capital  expenditures  re- 
quired to  coDatroct  an  efficient  facility  also  required  uttUiatiou  of  potatoes 
and  onions  grown  on  netshborlng  operations. 

I  come  before  this  commltee  to  su[q>ort  Uie  entire  package  of  Farm  Credit  Act 
Amendments,  but  more  apeclScally  I  would  like  to  comment  on  the  marketing 
aod  processlne  Issue.  The  present  law  is  not  clear  In  the  authority  of  Federal 
Land  BsDks  and  PCAs  to  finance  tbe  processing  and  marketfog  of  agrlcnltnral 
cotomodltlee.  The  proposed  amendment  wonld  clarify  this  situation  and  allow 
District  Boards  to  establish  pedicles  to  assist  and  control  the  financing  of  this 
integrated  form  of  farming  en teriwlse. 

As  my  own  operation  grows,  particularly  Id  the  processing  of  n^gbtMKlag 
farmers'  potatoes  and  onions,  it  will  soon  be  Ineligible  for  full  Farm  Credit 
System  financing.  Present  regulations  provide  for  full  financing  only  If  over 
one-half  of  the  commodity  processed  or  marketed  Is  home  grown.  The  current 
law  therefore  efTectlvely  eliminates  an  Important  segment  of  agiicalture  from 
Farm  Credit  System  financing. 

Agriculture,  Including  Its  prirate  farmer  controlled  marketing  and  proceaalng 
Industries,  deserves  and  needs  the  full  service  of  all  the  Farm  Credit  Banks. 
Success  or  failure  of  fsrmerowned  marketing  and  processing  facUltlea  doce  not 
Impact  upon  the  Integrated  farmer  only.  It  Impacts  upon  the  entire  commnnltj 
for  which  the  processing  or  marketing  facility  serves.  This  la  even  more  magni- 
fied when  farmeca  have  few  or  no  other  options  In  processing  or  marketing  their 
crops. 

The  proposed  processing  end  marketing  amendment  provides  tor  more  equitable 
financial  treatment  of  all  farmers,  for  Increased  competition,  and  Cor  more  II- 
oancing  options  for  farmere  and  ranchers.  I  believe  tbe  pn^iosed  aroendmaits 
to  be  sound  and  for  the  betterment  of  all  of  agriculture.  I  thank  you  for  hear- 
ing my  testimony. 

Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Chester  T.  Peter- 
son, Southwest  Washington  Production  Credit  Association  of  South 
Bend,  Wash. 

Welcome,  Mr.  Peterson,  and  I  see  you  have  a  gentleman  with  you. 
You  may  present  him  also. 

STATEMEHT  OT  CHESTEB  T.  F£T£BSOH  AITS  CALXAS  T.  FETEB80H, 
SOUTHWEST  WASHnrOTON  FHODUCTIOH  CSESIT  ASSOCIATION 

Mr.  Chester  T.  PrrERBON.  I  am  Chester  Peterson,  I  am  a  conunercial 
fisherman  and  a  borrower  of  Southwest  Washington  Production  Credit 
Association,  and  also  a  processor. 

I  would  like  to  introduce  my  3(m  who  is  the  general  manager  of  this 
operation,  Calnmr  Peterson. 

Mr.  Jones  of  Tennessee.  Mr.  Peterson,  we  are  delighted  to  have  yon 
also. 

Mr.  Calmar  T.  Peterson.  Thank  you,  Congressman  Jonee,  Mr. 
Marlenee. 
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We  are  new  to  the  Farm  Credit  System  and  we  are  not  familiar 
with  all  of  the  issues  of  t^e  bill,  but  we  are  specifically  interested  an 
the  processing  and  marketing  aspect  of  the  proposal,  because  to  us 
this  offers  a  mutncing  means  that  is  not  presently  available  to  us. 

Our  comments  on  this  wUI  pertain  specifically  to  the  fishing  in- 
dustry. The  ftebing  industry,  we  are  new  to  the  processing  in  the 
fishing  industry. 

Let  me  tell  you  a  little  about  our  company,  Peterson  &  Son 
Seafoods. 

We  process,  our  sales  for  the  last  couple  of  ^ears  have  gone  frmn 
about  $1  to  $3  million  and  next  year  we  are  projected  to  $4.5  million, 
so  we  are  growing.  We  have  need  for  financmg. 

My  father's  filing  vessel  is  valued  at  approximately  $800,000  and 
employs  three  to  four  people,  produces  about  a  nuilhon  pounds  of 
shnmp  with  an  outside  value  of  about  half  a  million  dollars.  Our 
processing  operating,  this  year  we  processed  about  3  million  pounds  of 
shrimp,  tfiat's  about  600,000  pounds  of  finished  product.  We  will  proc- 
ess about  half  a  million  pounds  of  cralnneat  and  1  million  pounds  of 
bottom  fish. 

Our  company  is  2  years  old.  When  we  went  into  the  operation  2 
years  ago  it  was  speciflcally  for  shrimp  and  we  probably  have  the  most 
modem  plant  on  the  Oregon- Washington-California  coast  for  proc- 
essing the  shrimp.  This  plant  has  been  mianced  totally  bv  family  funds. 
It  requires  additional  investment  to  go  forward  into  other  operatiMis. 
We  find  that,  in  our  recent  introduction  to  the  farm  credit  system  we 
find  that  the  financing  arrangements  in  the  farm  credit  area  appeal 
more  to  us,  because  of  the  people  in  the  Federal  intermediate  credit 
banks  are  more  familiar  with  seasonal  financing,  more  familiar  with 
the  financing  of  the  kind  of  operation  we  have.  The  commercial  banks 
have  done  a  good  job  for  us,  but  they  just  don't  seem  to  relate  spe- 
cifically to  the  types  of  seasonal  business  that  we  have,  the  same  as  the 
farmer  has. 

We  have  received  benefits  from  the  Weaver  Act  that  has  recently 
been  passed.  Fifteen-year  terms  for  financing,  this  is  a  good  thing  for 
us  because  of  the  new  200-mile-limit  laws  that  are  going  into  effect  re- 
quire additional  investment  in  plant  and  equipment.  The  pressure 
built  up  by  the  200-mile  limit  has  created  a  fishing  fleet  which  can  far 
outproduce  the  short  facilities  capacity  to  process  the  fish  now  com- 
ing to  the  dock.  The  additional  financing  is  necessary  in  this  area  for 
shoreaide  facilities. 

As  we  understand  the  act,  if  financing  becomes  available  for,  under 
the  land  bank  portion,  that  financing  for  docks  and  buildings  which 
do  not  now  exist  would  have  poe^bilylonger  term  financing  in  16  years. 
Again,  with  the  additional  pressure  coming  from  increased  &hing 
capacity,  we  need  plants  and  we  need  shoreside  facilities  that  do  not 
now  exist. 

Also,  entering  the  world  market  of  selling  our  fish  overseas.  In  <H^er 
to  enter  these  markets  we  need  to  have  automated  equifunent  that  will 
allow  ns  to  produce  a  product  at  a  greater  economic  advantage  to  com- 
pete in  the  world  market.  Again,  we  need  financing  terms,  16-yeiw 
terms  for  this. 

In  summary,  I  feel  that  the  financing  of  processing  and  marketing 
operations  for  small  businesses  such  as  our  own  has  tremendous  ap- 
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peal  and  advantage  to  the  flE^ing  industry  at  this  tome,  because  of  the 
Dumber  of  small  producers  in  the  fishing  industry  and  their  desire  to 
expand  their  operations  mid  to  taJie  advantage  of  the  increased  oppor- 
tunities in  the  fishing  industry. 

We  want  to  thank  you  for  the  opportunity  to  speak  here  today,  and 
we  look  forward  to  a  very  poative  result  in  the  farm  bill  amendment. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  gentlemen,  and  we 
will  have  some  questions  to  ask  you  about  the  fishing  industry,  a  little 
later.  A  very  good  statement  and  we  appreciate  it  very  much.  We  will 
place  your  prepared  statement  in  the  record, 

[The  prepared  statement  of  Mr,  Peterson  follows :] 


Mr.  Chairman  and  members  of  the  Subcommittee,  1  am  Chester  T.  Peteraou, 
member-borrower  of  Southwest  WaBhlngton  Produetton  Credit  AsHoclaUon ;  Com- 
mercial  Flsberman  for  40  years ;  Owner-operator  of  the  88'  flHtaing  vessel  Padflc 
Cballenger  out  of  South  Bend.  WastiloKton ;  Owner  of  Peterson  Seafoods,  Inc., 
Sontb  Bead,  Washin^on,  processor  of  shrimp,  crab  and  bottom  flsh.  Peterson 
Seafoods  Is  a  solely  owned  corporation  with  my  son  Calmar  T.  Peterson  as  Vice 
President  and  General  Manager. 

The  Pacific  Cballenger  represents  an  Investment  of  some  $800,000.00,  hires  a 
crew  of  3  to  4  people  and  produceH  1,000,000  pounds  of  shrimp  anonally  with  a 
dock  Bide  value  of  $000,000.00. 

Peterson  Seafood  processes  3,000.000  pounds  of  sfarimp  <600,000  lbs.  of  flDlstied 
prodUFt).  900,000  pounds  of  crab  meat  and  1,000,000  pounds  of  bottom  fish 
annually. 

This  represents  a  payment  to  flshermen  of  some  $2,100,000.00,  reqnires  a  labor 
force  of  40  people  on  the  average,  with  a  labor  peak  of  120  people. 

Gslmar  T.  Peterson  Is  Vice  President  and  General  Manager  of  Petervon  Sea- 
foods. He  has  10  years  commercial  flshlng  experience  and  has  managed  Petecaou 
Seafood  for  the  pest  2  years. 

The  major  emphasis  of  my  remariis  are  directed  to  the  area  of  "Finance  Pn>e- 
esdng  and  Marketing  ActlTltles  of  Bona  Fide  Farmers",  to  Include  aqoatlc 
Dperationa,  shore  facilities,  processing  and  marketing  of  aquatic  prodocta  as 
follows : 

1.  Shore  facilities  should  tie  expanded  and  modemiicd  to  complement  the 
flsbing  fleet  and  to  meet  the  future  requirements  and  opportunities  of  the  200 
mile  limit.  A  one-stop  source  of  dependable  flnancing  would  enhance  this  goaL 

2.  Capital  investments  must  be  finished  to  meet  future  draiands.  Terms  that 
match  tile  useful  life  of  the  investment,  the  repayment  capacity  of  the  operation 
and  the  cash  flow  periods  of  Ashing,  processing  and  marketing  are  as  important 
to  tbe  aquatic  Industry  as  thej  are  to  modem  agriculture. 

S.  Fishermen — Prooesaors  and  the  flshlng  Industrr  would  benefit  from  the  leg- 
islation thru: 

A.  Improved  shore  facilities. 

B.  Improved  maricet  for  catch. 

C.  Improved  product  for  the  consumer. 

Bach  of  the«e  improvements  relate  to  better  economics  for  tbe  Indoatry. 

4.  Bztettdlng  PGA  financing  Into  the  realm  of  processing  and  marketing  aetlv- 
iUes  of  fishermen  would  provide  a  much  needed  continuity  of  financing.  Haitet- 
Ing.  in  some  fisheries,  is  becoming  nearly  as  important  to  the  viability  ot  ttw 
Hshing  business  as  is  the  catching  of  tite  product. 

In  my  own  business,  the  ability  to  receive  financing  from  the  local  PCA  would 
help  my  pn^tabllity.  Not  only  would  it  directly  benefit  me,  but  it  would  also 
help  the  fisbermeu  who  srit  their  seafood  to  my  processing  plant  because  the7 
would  lie  able  to  rely  on  a  financially  stronger  small  local  processor. 

In  order  to  make  this  a  reality,  the  extension  of  credit  by  the  Farm  Credit 
System  to  tndude  financing  of  processing  and  marketing  dli«ctly  n^ted  to 
bona  fide  fishermen  and  seafood  processors  nhould  receive  positive  conslderatloa. 

There  is  a  ne^  for  the  extension  of  credit  that  would  be  provided  by  House 

BlU  4782,  Tbe  Farm  Credit  Act  AmendmenU  of  1B7S.  Benefita  would  reacb  berend 

fishermm  themselves,  by  providing  employment  opportunltlea.  goieratlBC 
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Mr.  Jones  of  Tennessee.  Our  next  witness  is  Mr.  Roy  Gunnari, 
Southern  Ore^n  Production  Credit  Association,  Coos  Bay,  Oreg. 

Mr.  Gunnan,  you  have  been  in  Washington  several  times  recently, 
and  we  are  delighted  to  see  you  before  our  subcommittee  again. 

STATEHENT  OF  EOT  £.  OTOnVAIU,  SOVTHEBir  OHEOOH  FBOSUCnOH 
CREDIT  ASSOCIATIOH 

Mr.  Gtjnnari.  Thank  you,  Mr.  Jones. 

I  appreciate  the  opportunity  to  be  here  and  I  also  would  like  to 
personally  thank  you  for  your  kind  views  on  your  15-year  loons  that 
are  now  in  law  and  the  fishermen  are  forever  greatful. 

My  name  is  Roy  E.  Gunnari.  I  own  and  operate  two  trawlers,  filing 
for  shrimp  and  ground  or  bottom  fish.  I  also  have  been  appointed  by 
our  Secretary  of  Commerce  as  a  voting  member  of  the  Pacific  Fish- 
eries Management  Council,  and  above  all  I  am  a  member  of  the  board 
of  directors  of  Southern  Oregon  Production  Credit  Association.  In 
this  capacity  I  not  only  represent  fishermen,  but  farmers  anJ  ranchers 
of  the  five  southwest  counties  of  Oregon.  My  association  serves  ap- 
proximately 1,250  members,  with  aji  outstanding  loan  volume  of  ap- 
proximately $54  million  and  assets  of  $7.5  million.  My  association  and 
the  members  served  by  my  association  recognize  the  tremendous  bene- 
fits provided  by  the  Farm  Credit  Administration  in  providing  a 
dependable  source  of  credit,  historically,  for  both  agriculture  and  the 
budding  commercial  fishing  industry.  I  appreciate  this  opportunity  to 
present  the  view  of  Southern  Oregon  Production  Credit  Association 
concerning  H.R.  4782,  the  Farm  Credit  Amendment  of  1979. 

Tho  major  points  of  my  testimony  will  address  the  amendment  that 
allows  bona  fide  fanners  and  fishermen  to  finance  processing  and  mar- 
keting activities  of  their  own  or  neighboring  farmers'  and  commer- 
cial fehermen's  products. 

At  this  time  I  am  going  to  deviate  from  my  written  statemrait  be- 
cause facts  have  arisen  since  I  wrote  this. 

It's  only  2  days  ago  that  a  fisherman  came  to  me,  which  they  often 
do  because  of  my  affiliation  with  the  fisheries,  and  stated  he  had  a  very 
severe  problem.  He  has  four  commercial  vessels,  just  like  myself  ana 
Mr.  Peterson  has,  and  he  owns  portions  of  a  building  and  land,  a  pro- 
duction business  is  renting  from  him  and  who  in  turn,  buy  his  product 
from  his  vessels.  He  was  just  informed  that  a  big  food  cmiin  has  givrai 
a  bid  to  buy  out  this  production  business  and  tney  intend,  with  their 
own  vessels,  to  produce  the  raw  material  for  this  production  agenty, 
thus  putting  his  vessels  without  a  market.  He  came  to  ask  me  if  there 
was  any  way  that  there  was  financing  available  for  him,  as  a  fisher- 
man, to  make  a  counter  bid  to  buy  this  business,  instead  of  letting  the 
food  chain  have  it.  I  told  him  it  was  po^ble,  but  it  had  strings  at- 
tached. For  one  thing,  I  said,  if  you  get  it  from  the  PCA  on  a  term 
loan,  being  a  fisherman,  you  would  have  to  reduce  51  percent  of  the 
raw  product  going  into  this  production  business  and  only  could  buy 
49  percent  to  Be  eligible. 

This  fact  is  veir  fine  as  long  as  the  seasons  are  good  and  both  can 
produce,  say,  1  million  pounds  to  the  boat,  as  Mr.  Peterson  stated,  in 
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a  ^ockI  year  and  that  would  allow  him  to  process  8  million  pounds 
tiiroiigh  his  plant,  but  he  was  looking  forward  to  these  poor  years, 
such  as  this  year.  Then  if  his  production  dropped  to  half  of  it  the  busi- 
ness could  only  produce  half  of  what  it  was  in  the  previous  years.  The 
only  ad\'anta£;e  he  would  have  would  be  to  buy  another  vessel  or  mcHV 
to  bring  up  his  51  percent  up  to  and  meet  the  demand  and  get  a 
continuous  flow  out  of  this  pnwluction  plant.  Hr  said  immediately  that 
he  couldn't  foresee  doing  this  investment  under  these  circumstancee, 
that  he  couldn't  foresee  going  and  putting  in  an  investment  and  maybe 
not  being  able  to  produce  what  he  would  i-equire  to  make  it  a  profiitable 
business. 

I  explained  to  him  what   H.  R.  4782  would  do  to  him,  if  it  were 

Eassod.  It  would  allow  flexibility,  that  he  wouldn't  have  to  produce 
is  51  percent  from  his  own  vessel,  but  when  production  is  low  he  cofild 
buy  from  his  neighboring  fishermen,  giving  markets  to  them,  and  a 
continuous  flow  of  his  product.  He  .stated  immediately  that  if  this  bill 
were  passed  he  still  hopes  that  this  plant-buying  opportunity  or  busi- 
ness-buying opportunity  was  still  there  and  he  womd  immediately  ap- 
ly  to  the  PC  A  for  such  a  loan. 

This  is  just  one  example  of  many,  I'm  sure,  of  what's  going' on. 

We  sincerely  and  respectfully  solicit  the  subcommittee's  i^rmative 
con.sideration  for  the  current  legislation  contained  in  these  amend- 
ments to  the  farm  credit  billj  know  as  H.R.  4782.  The  Southern  Oregon 
Production  Credit  Association  is  grateful  for  the  opportunity  to  ex- 
press its  views  to  this  subcommittee. 

I  would  be  pleased  to  respond  to  any  questions  upon  call. 

Mr,  Jones  of  Tennessee.  Thank  you,  Mr.  Gunnari,  and  we  will  be 
calling  you  back  for  some  questions, 

I  want  to  say  to  this  group  that  Mr,  Gunnari's  testimony  in  Wash- 
ington, sometime  back,  had  much  to  do  with  causing  this  subscommit- 
tei«  to  take  notice  of  the  fact  that  there  was  some  need  for  participaticMi 
in  the  Ashing  industry  in  the  FCA  work.  We  will  place  your  prepared 
^tatcult'ut  in  the  record. 

[The  prepared  statement  of  Mr.  Gunnari  follows:] 


Mf  name  Is  Roy  B.  Gunnari.  1  own  and  operate  two  trawlers,  flitalng  for  ahrimp 
and  ground  or  bottom  fleb.  I  also  have  li«eii  appointed  by  tbe  Secretary  of  Com- 
tiiprce  ax  n  voting  memher  of  tbe  I'ucltic  (Nsherles  ManaRement  Council  and 
nliove  all  I  um  a  nienil«r  of  Ihp  Doard  of  Directors  of  Southern  Oregon  Prodncv 
tioii  Crpdlt  Afwocitton.  In  thlK  capacity  1  uoi  only  represent  Hsbermen,  but  alao 
farmers  and  rancbers  of  tbe  flve  southwest  counties  of  Oregon.  Hy  ssaociatlon 
services  approximately  1,2S0  members,  wltb  an  outstandini;  loan  volnme  of  ap- 
liroximatcly  f'rt.lNKI.OOO,  ond  aHoetH  of  approximately  $7,500,000.  My  asBodatioo, 
and  the  Members  nerved  by  my  association,  recognlu  the  tremendooa  bentf  br  pro- 
vided by  tlit>  Farm  Trmlit  .Administration  in  providing  a  dependable  sonree  of 
credit,  hlHtoricall}*.  for  liotb  aicriciiltiirai  Ihe  hniiding  coniuierclal  flshlnc  In- 
dustry. I  appreciate  this  opportunity  to  present  the  views  of  Southern  Oregon 
I'roductlon  Credit  Association  concerning  S.R.  4T82,  the  Farm  Credit  Act 
Amend  menis  of  IIITD. 

The  major  points  of  my  testimony  will  address  the  Amendment  that  allows 
bona  flde  farmers  and  flsbermen  to  finance  processing  and  marketlns  actlvltlca 
of  their  own  or  nelgbliorinft  farmers'  and  commercial  flshermai's  prodncta.  "Btt 
Fishery  Conservation  and  Management  Act  of  1976,  Public  Law  94-26S,  «■  m- 
acted  provided  for  a  program  for  the  conservation  and  n 
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8  wltblD  a  declared  fleherf  conaervatlon  ■one  tliraQKb  a  iTStem  of  fWiwj 

in&aag«ment  plana  prepared  by  regional  flshery  manaKement  counclla.  Hila  act, 
■object  to  special  conditions,  eicloded  foreltcii  countries  from  parttdpftUni  In 
the  flahery  rcAoarce  wltbln  200  miles  of  our  shore.  Snbseqnentlr,  the  Act  Opanad 
ap  to  domestic  flsbermen  a  tremendous  potential  of  production  In  Qsherlea  that 
were  prevloual;  onder-utlliied  by  domestic  flshermen. 

We  fed  that  the  development  of  thia  potential  Is  dependent  upon  ihianMnf 
a  rertlcally  integrated  market.  The  harvester  or  producer  of  the  raw  prodoct 
needa  a  processor  to  accept  that  product  and  the  processor  needa  a  mazkatliic 
agency  to  dispose  of  the  prodoct.  The  marketing  agency  la  rductant  to  expend 
the  funds  necesaarr  to  derelop  the  market  unless  he  can  receive  a«Riniice 
from  the  processor  that  he  will  have  a  continuing  source  of  supply,  niia  proces- 
sor is  reluctant  to  expend  the  funds  necessary  to  gear  up  to  process  the  com- 
modity unless  he  can  receive  aagurance  from  the  harvester  that  the  product  will 
be  produced  In  sufllcleut  quantity  to  merit  the  capital  Investment.  Presently,  we 
are.  we  feel,  adequately  nnanclng  the  harveeter  of  the  raw  product,  the  fisherman. 
Also,  we  have  policies  allowing  flahermen.  on  a  selective  basis,  to  enter  Into  a 
processing  sctlvity  as  liHig  as  that  Qsherman  provides  a  minimum  of  51%  of 
the  Initiating  product.  As  the  operation  evolves  Into  a  large  economic  tinlt, 
the  BsheRnan  must  acquire  additional  vessels,  to  support  the  percsntage  factor. 
We  fed  that  the  present  law  drastically  limits  the  growth  and  devdopment  of 
the  Industry  and  the  individual  flsherman  tnvolred,  and  the  amendments  to  the 
Farm  Credit  Act  as  set  forth  In  this  Isglslatlon  could  successfully  allevUta  Ota 
existing  problem,  by  reexamining  and/or  reesUbllshlng  the  percentage  tector  to 
allow  commercial  Osbermen  Involved  in  a  proceeslng  activity  to  broadM  thtlr 
sources  of  SQpfdy. 

We  sincerdy  and  respectfully  solicit  this  sub-committee's  afflrmatlve  eonslden- 
tlon  for  the  cnrrent  leglalatlon  conUined  In  the  amendmenta  to  the  Bkrm  Oradlt 
Bill  known  as  House  bill  H.H.  4782.  vreiui 

The  Southern  Oregon  Production  Credit  Association  Is  grateful  for  tlM  o» 
portunity  to  express  Its  views  before  this  sub-commlttee.  I  would  be  plwmd  to 
respond  to  any  qneetltms.  v»mmmi  w 

Thank  you. 

Mr.  Jones  of  Tennessee.  The  next  witness  is  Mr.  Delbert  R.  Wisdom, 
Walla  Walla  Production  Credit  Association,  Meea,  Wash. 

Mr.  Wisdom,  we  are  delighted  that  yon  are  here.  Thank  you  for 
<»min«.  Because  the  witnesses  are  so  erplanatoi7  with  the  prtAlems 
that  they  are  discussing,  I  doubt  seriously  that  there  will  be  many 
questions.  ' 

Mr.  Wisdom,  you  may  proceed. 

STATEIIEHT  07  DELBEBT  S.  WISDOM,  WALLA  WALLA  FSODTTCTIOH 
CKEDTT  AS80CIATI0H 

Mr.  Wisdom.  Thank  you,  Chairman  Jwies, 

Mr.  Jones  and  members  of  the  subcommittee,  I  am  Delbert  R. 
Wisdom.  I  own  and  operate  a  640-acre  family  farm  on  which  carrots, 
onions,  alfalfa  hay,  and  other  miscellaneous  vegetable  crops  are 
grown. 

Today  I  am  speaking  on  behalf  of  myself,  as  a  farmer,  and  also  oo 
behalf  of  Walla  Walla  Production  Credit  Association. 

I  wish  to  thank  you  for  the  opportunity  of  appearing  today  and 
especially  for  your  continued  interest  in  providing  very  raluabJe 
financial  assistance  to  farmers  throufh  the  Farm  Credit  System.  Even 
though  the  system  is  farmer  owned  and  operated  and  not  a  user  of 
federal  funds,  the  government's  encouragement  and  legal  structuring 
provide  the  guidelines,  services  and  opportimities  which  farmers  need 
to  produce  a  strtnig  agricultural  base  for  the  Nation's  econ<Hny. 
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My  remarks  will  be  confined  to  a  single  proposal  of  H.R.  4782.  lie 
amendment  whioli  I  find  to  be  of  particular  oenefit  to  me  broadens 
the  authority  of  Federal  land  banks  and  ■production  credit  aseociatiMis 
to  finance  processing  and  marketing  activities  which  are  directly  re- 
lated to  an  agricultural  producer's  operations  and  those  of  other  bona 
fide  producers.  This  proposal  is  intended  to  assist  farmers,  ranchers, 
and  Hsiiermen  who  are  now  eligible  to  borrow  from  the  Farm  Credit 
System,  to  acquire  or  improve  a  processing  or  marketing  capability 
lor  their  own  agricultural  production. 

As  a  variety  of  costs  continue  to  escalate,  it  is  im^rative  that 
farmers  have  at  their  disposal  several  options  from  which  to  <^oo6e 
in  order  to  maintain  a  healthy  business  posture. 

Approval  of  this  propsal  will  allow  me  to  have  the  option  to  pro* 
cure  financing  for  facilities  necessary  to  prepare  vegetables  for  sale 
On  a  fresh  market.  As  the  cost  of  transportation  becomes  a  gnat 
factor  in  both  the  cost  and  availability  of  food  to  the  consumer,  re- 
gional and/or  local  buying  will  become  a  significant  reality.  Already 
the  demand  for  local  production  is  expanding,  however,  the  Moduct 
must  be  market  ready.  This  proposal  will  enable  POA's  or  FedMal 
land  banks  to  make  available  ninds  which  will  allow  fanners  to 
acquire  processing  or  mark^ing  facilities  germane  to  preparing  freeh 
market  product  for  market  readiness. 

May  I  add  that  our  farm  produces  approximately  26  million  pounds 
of  carrots  and  approximately  6  million  pounds  of  oniims,  am<»ig  other 
things,  all  of  which  are  processed  by  companies  other  than  farmer 
owned  or  controlled  entities. 

This  proposal,  H.R.  4782,  will  provide  those  of  us  in  this  situation 
to  provide  some  of  our  own  processing  facilities.  One  of  the  big  prob- 
lems and  large  expenses  that  we  have  is  transportation  from  our  nmns 
to  these  processing  centers  many  miles  from  our  farms.  Our  annual 
cost  of  transportation,  in  conjunction  with  f.o.b,  purchasing  of  the 
processing  product,  has  to  be  transported  and  paid  for  by  tiiB  procesB- 
ing  company,  exceeds  $150,000  a  year.  With  the  cost  of  niel  escalating 
as  it  is,  it  is  imperative  that  we  do  something  to  reduce  this  bill  for 
ourselves  and  the  consumer. 

While  such  processing  and  marketing  facilities  could  contribute 
greatly  to  improved  farm  income,  reduced  consumer  cast  of  food,  and 
increased  availability  of  a  variety  of  products,  there  are  other  side 
benefits  which  accrue  as  well  to  such  a  program.  Dispersal  of  labor 
forces  from  large  population  centers  with  attendant  imemployment  to 
rural  employment  opportunities  should  become  a  reality.  Another 
significant  factor  is  that  on  farm  processing  will  relieve  already  over- 
taxed city  disposal  systems,  thus  saving  municipalities  many  thousands 
of  dollars  each  year. 

As  conditions  change  in  the  agricultural  sector.  Farm  Credit  Act 
Amendments  of  1979  will  allow  production  credit  associations  and 
land  banks  to  be  in  a  position  to  resp<md  to  the  developing  needs  of 
their  members.  Only  a  variety  of  financially  related  services  will 
insure  that  fanners,  such  as  myself,  will  be  able  to  meet  the  challenges 
and  opportunities  that  lay  ahead.  If  these  financially  related  services 
are  provided  by  land  banks  and  production  credit  associations,  fann- 
ers will  be  assured  of  sources  of  funds  at  reastmable  interest  rates. 
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The  Farm  Credit  System  has,  in  the  past,  been  greatly  beneficial  in 
providing  funds  at  reasonable  cost  to  producers.  Now  is  the  time  for 
credit  production  associations  and  Federal  land  banks  to  expand  that 
valuable  service  to  Bnancing  processing  and  marketing  activities  of 
farmers.  H.K.  4782  will  enable  them  to  do  so. 

Thank  you  for  the  opportunity  to  express  my  views  and  I,  of  course, 
will  be  happy  to  answer  ajiy  questions. 

Mr.  Jones  of  Tennessee.  Tnank  you  very  much,  Mr.  Wisdom,  We  do 
appreciate  your  being  here. 

Our  next  witness  is  Mr.  Marvin  Tade,  of  Scobey,  Mont.  I  am  going 
to  yield  to  my  colleague  and  good  friend  Ron  Marlenee,  for  an  intro- 
duction. 

Mr.  Marlenee.  I  would  liko  to  welcome  Marvin  to  the  subcommittee. 
We  grew  up  together  and  I  guess  we  grew  together  and  Marvin  is  a 
very  fine  example  of  what  the  Farm  Credit  System  can  do  for  you  and 
with  you,  when  you  work  with  them.  I  am  very  proud  of  Marvin  and 
his  accomplishments. 

Welcome  to  the  subcommittee. 

BTATEUEITC  07  HABVIN  TASE,  H0BTHSA8T  HOHTAHA  FBODUC- 
TIOH  CEEOIT  A880CIATI0H  AlO)  FEDEBAI  LAim  BAUX  ASSOCI- 
ATIOn,  8P0KABE  DISTRICT  OF  THE  FARK  CREDIT  DISTRICT 

Mr.  Tade.  Thank  you.  Kon,  and  good  morning,  Mr.  Jones. 

My  name  is  Marvin  Tade  and  I  am  here  to  represent  the  Sidney, 
^font.,  Federal  Land  Bank  Association,  and  the  Northeast  Montana 
Production  Credit  Association. 

To  give  you  a  little  background  on  my  farm,  we  have  a  family  corpo- 
ration. There  is  myself,  two  sons  and  a  brother  that  are  involved  in  this. 
Our  main  crop  is  wheat.  We  have  a  few  brood  cows  and  we  have  a  hog 
confinement  finishing  bam  and  we  have  a,  well,  I  guess  you  would  call 
it,  part  of  this  farm-related  business,  we  have  a  wholesale-retail  milk 
delivery  route  that  we  cover  two  counties  with. 

I  think  probably  the  main  item  of  interest  on  this  from  the  board  of 
directors  on  both  the  Production  Credit  Association  and  the  Federal 
Tjond  Bank  Association  that  I  am  atGliated  with  are  in  line  with  the 
farm-related  services.  I  know  in  both  our  associations  we  have  had 
different  things  come  up,  like  a  veterinary  clinic  that  didn't  quite 
qualifj;  on  the  farm-related  part  of  it  and  we  have  had  custom  farming 
operations  that  didn't  quite  get  in  under  the  pi-esent  law.  We  feel  th(5 
this  is  the  main  part  of  the  proposal  that  we  would  like  to  see  changed. 
There  has  also  been  a  custom  seed-cleaning  plant  that's  just  on  the 
fringe  deal  there,  that  he  couldn't  put  51  percent  of  his  production 
through  the  plant  and  so  we  would  sure  like  to  see  that  part  of  th<» 
proiM>sals  changed. 

Another  part  of  the  proposal  is  this,  to  let  the  Bank  of  Cooperatives 
finance  grain  exporting.  The  board  and  the  members  that  I  have  talked 
to,  it  seems  like  there  is  just  no  doubt  if  we  could  get  this  accomplished 
it  would  be  in  the  best  interest  of  agriculture  as  a  whole. 

I  think  the  rest  of  the  stuff  I  have  covered  in  my  written  testimony. 
I  thank  you  for  letting  me  talk  and  if  you  have  any  questions  later 
on  I'll  be  glad  to  try  and  answer  them. 
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Mr.  Maei<£nee.  Thank  you,  Marvin. 

We  will  submit  the  full  text  of  your  written  testimony  for  the  record 
and  there  will,  perhaps,  be  some  questions.  Thank  you. 
[The  prepared  statement  of  Mr.  Tade  follows :] 

Fbepabed  Statement  of  Mabvi:!  Tade  os  Behalf  of  the  Norhkabt  Mohtana 
pBODucnon  Camrr  Assooiatioh  asd  Fidebai.  Land  Bank  AasooiAxiOK,  Bfo- 

KANB   DlSTBICTT   OF   THE  FABU   CBCDIT   DISTBICT 

I  am  Marrin  Tade  from  Scobey,  Montana,  representing  the  Tedeial  ILand  Aa- 
BOclatloD  of  ijtdney,  Montana,  and  Uie  Xortheast  Montana  ProductitKi  Credit 
AsaoclatiOQ  of  Wolf  Point.  Presently,  I  am  president  nf  the  Sidn^  Federal  Land 
Bank  Association  Board  of  Directors  and  Chalrmatt  of  the  Board  for  the  North- 
east Montana  PCA  and  operate  a  farm  near  Scobey  with  a  brother  and  two 
sons.  The  farm  consists  of  small  grains,  bnt  we  also  run  cattle  and  tverate  a 
confined  hog  operation. 

la  this  written  testimony.  1  will  not  cover  all  of  the  proposals  in  the  Fam 
Credit  Act  Amendment  of  1979. 

The  financial  processing  of  marlcet  activities  of  Ixma  fide  farmers  abotxld  be 
broadened  along  with  the  ellBlbillty  for  financing  by  the  FLBAs  and  PCAs  to 
Include  the  processing  and  marketing  activities  directly  related  to  tbe  apiiU- 
cant's  farm  or  ranch.  It  is  our  understanding  that  in  the  original  nirm  Ondit 
Act  of  1971  that  this  was  to  be  allowed,  but  in  the  process  of  legislative  actUwa, 
this  specific  Issue  was  compromised.  If  this  act  could  be  restored  to  Ita  Miglnal 
state,  we  feel  that  we  would  be  able  to  serve  these  clients.  In  my  <^1  testiuKny 
I  made  reference  to  "a  young  man  who  moved  back  to  manage  his  father's  live- 
stock operation.  He  was  graduated  in  veterinary  medicine  and  wished  to  set  np 
u  clinic.  Although  PCA  and  Land  Bank  members  for  many  years,  this  clinic 
could  not  be  financed  by  the  Land  Bank  or  PCA  because  SI  percent  ot  his  busi- 
ness was  not  going  to  be  done  on  bis  own  livestock.  Consequently,  this  flnanHrg 
went  to  otlier  lenders  in  tbe  area  and  created  some  hardship  for  oar  cIlenL  Onr 
county  was  without  veterinary  service  until  this  clinic  was  establl-^ed." 

The  cooperative  eligibility  to  lower  tbe  farm  members  eligibility  requirement 
for  the  Bank  of  Coops  financing  to  60  percent  of  the  voting  monbershlp  or  snch 
hlglier  percentage  as  the  District  Board  may  establish  met  with  favor  with  the 
groups  that  I  r^resent  It  Is  my  feeling  that  60  percent  ag  roeml>er8Up  la  tbe 
coops  as  they  are  run  today  is  an  adequate  number  of  voting  m^nbera  to  piotect 
agricultural  interests. 

The  section  tit  the  Farm  Credit  Act  Amendments  of  1979  which  would  allow 
the  Land  Bank  to  make  loans  in  excess  of  86  percent  of  the  appraised  valoe  o( 
the  real  estate  security  wlien  a  guarantee  Is  provided  by  a  governmental  unit 
involved  would  assist  the  Land  Banks  In  their  efforte  in  flnanclng  yoanf  taxmen 
entering  the  fanning  business.  It  may  at  some  later  date  be  able  to  be  a«ed  in 
case  of  drought  or  other  disasterous  crises.  We  do  not  fed  tltat  tlie  l4U>d  Bank 
system  or  tbe  Production  Credit  Association  should  be  in  the  disaster  financing 
business  ualess  there  is  repayment  ability. 

Both  the  Land  Bank  Board  of  Directors  and  tbe  PCA  Board  of  Directors  utd 
their  members  felt  that  the  autborlzatlMi  of  tbe  Bank  of  Coops  to  finance  agri- 
culture exports  transactions  and  U.S.  coo|>eratlve  is  a  primary  ben^t  to  all  of 
agricnltnre.  Ten  to  IS  percent  of  onr  grain  products  moving  throng  tills  type 
of  channel  would  greatly  «Uiance  our  ability  to  have  a  steady  market  ovMseai. 

As  we  see  it,  the  balance  of  the  bill  would  make  tbe  Farm  Credit  System  mn 
more  efflclenUy  and  eftecttvely  as  a  financial  Instltotlon.  We  suppMl  these  Issues 
and  think  that  It  Is  necessary  for  our  cooperative  to  be  run  In  this  manner  as 
any  business  must  to  survive  these  days.  We  ask  yonr  ccmsideratlon  ot  the  pro- 
posals in  this  written  testimony  and  yonr  support  for  the  passage  of  the  Farm 
Credit  Act  Amendment  of  1076. 

Mr.  Marlenbb.  Next  we  wD!  have  Mr.  Lawrence  Peter8<m,  frwn 
Almira,  Wash. 
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STATEKENT  OF  LAWEEHCE  £.  FETEB80H,  TAXX  CXXDIT  BAXKS 
OF  SPOKAHE 

Mr.  Petehson.  Thank  you,  Congressman  Marlenee. 

I  appreciate  the  privilege  of  being  able  to  appear  here  today  and 
testify,  I  am  going  to  just  briefly  cover  my  prepared  staiement. 

My  name  is  Lawrence  Peterson.  I  am  a  wheat  fanner  from  Almira, 
Wash.  I  have  farmed  since  1935. 1  am  a  director,  also,  of  the  Federal 
Land  Bank  Associaticoi  of  Spokane.  I  farm  with  my  brother  and 
we  farm  2,800  acres  of  dryland  wheat  and  the  way  the  weather  con- 
ditions have  been  tlie  past  4  years  I  can  truly  say  it  is  a  dryland  wheat 
farm. 

The  three  areas  that  I  would  like  to  cover,  just  briefly,  there  is  more 
in  my  statement,  but  the  three  areas  I  would  like  to  cover  would  be 
farm-related  business  lending. 

We,  of  course,  do  have  authorization  to  participate  some  in  business 
lending,  but  I  think  it  is  extremely  narrow,  ths  scope  in  which  we  can 
participate  under  the  present  Farm  Credit  Act  of  1971.  Our  associa- 
tion has  not,  to  our  knowledge,  and  the  manager's  knowledge,  have 
really  and  truly  made  any  business-related  lending.  We  would  like 
to  see  this  expanded  a  little  bit,  because,  for  instance,  in  the  operations 
out  in  our  dryland  wheat  areas  we  don't,  aren't  able  now  to  get  very 
good  part-time  help  and  we  have  to  kind  of  rely  on  permanent  help 
and  we  have  a  lot  of  time  in  the  winter  and  different  times  of  the  year 
that  we  are  not  able  to  use  this  help  to  full  efficiency,  so  if  we  could 
expand  our  operations  a  little  bit,  have  a  small  part-time  business  and 
use  this  help  I  think  it  would  help  us  quite  a  bit,  such  as  a  small 
fertilizer  business  on  the  side.  There  are  good  man^  farmers  that  are 
kind  of  inventive  in  building  farm  machinery  and  if  we  could  go  into 
those  types  of  things,  so  I  think  this  type  of  thing  would  really  be  an 
improvement  in  the  act  if  we  could  cKange  that. 

As  far  as  the  85  percent  taw,  our  association  sees  that  there  is  not 
mach  need  to  really  change  it.  We  do  have  authority  at  this  time  to 
make  85-percent  loans,  but  to  out  knowledge  we  have  made  very  few 
loans  that  have  been  at  the  85-percent  level.  There  is  no  advantage, 
I  don't  see,  to  anybody,  even  if  you  guarantee  the  loan,  there  isn't  any 
advantage  to  loaning  a  man  85  to  100  percent  if  there  is  no  ability  to 
repay  it.  You're  just  taking  advantage  of  him.  So,  this  may  be,  other 
areas  of  the  country  may  help  to  change  for  this  law,  but  I  see  wheofl 
it  wouldn't  help  our  association. 

The  third  thinT  that  I  wanted  to  talk  about  a  little  bit  is  the  co- 
operative eligibility  law.  I  speak  from  this  point  of  it  as,  the  past 
15  years  T  have  served  as  a  director  for  a  rurfl  electric  co-op,  and  at 
the  present  time  I  also  represent  the  State  of  Washington  as  a  director 
on  the  Board  of  National  Rural  Electric  Association  in  Washington, 
D.C,  I  serve  as  the  chairman  of  the  government  relations  departs 
ment  of  this  oi^nization.  We  represent  some  1,000  co-ops,  rural  elec- 
tric co-ops  in  the  United  States, 

While  this  isn't  particular  affecting  the  co-ops  in  the  State  of  WaA- 
ington,  I  know  that  throughout  the  rest  of  the  United  States  it  is  of 
concern  that  we  should  try  and  lower  ttie  eligibility  from  which  it 
now,  at  this  time,  is  70  percent,  lower  it  to  60  percent  would  help  a  lot 
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The  pec^le  are  moving  out  into  the  country,  on  the  edges,  where 
nural  electric  serves  and  they  are  not  fanners,  so  consequently  a  good 
many  of  these  rural  electrics  will  not  be  eligible  for  bank  of  coopera- 
tive financing. 

For  instance,  I  quote  the  following  ezamplee,  here  from  this  dis- 
trict. There  are  approximately  114  rural  electric  and  rural  teleph<me 
cooperatives  in  the  5  States,  comprising  the  12th  district.  There  are 
presently  about  68  of  them  that  are  eligible  for  this  financing.  But, 
if  the  amendment  vas  adopted,  lowering  it  to  60  percent,  there  would 
be  about  85  of  them  that  would  be  eligibTe.  If  you  nave  any  knowledge 
of  the  rural  electric  systems  or  rural  electric  utility  you  can  aee  that 
they  soak  up  money  just  like  a  sponge  soaks  up  water. 

N'ow,  while  these  remarks  here  are  concerned  mostly  with  the  numl 
electrics,  I  know  there  are  many  other  co^jps  in  the  same  pontion  that 
we  find  ourselves  with  the  rural  electrics. 

I  am  a  firm  believer  in  the  Farm  Credit  System  and  I  certainly 
appreciate  your  subcommittee  examining  all  the  proposals  that  are 
bemg  proposed.  On  the  whole,  I  believe  that  mfist  of  the  proposed 
amendments  are  really  constructive. 

It's  been  real  good  for  the  sr^stem,  I  believe,  since  it  was  organized 
in  1917,  that  we  have  been  able  to  come  into  the  system  and  make 
changes  in  it  and  keep  it  current  with  the  times  and  improve  the 
system.  I  really  believe  that  the  boards  who  have  served  on  this  over 
all  these  years  have  certainly  done  a  fine  job.  I  know  I  really  think  the 
world  of  the  system  and  I  appreciate  the  opportunity  of  presenting 
this  testimony  and  I  thank  you. 

Mr.  Marlenee.  Thank  you,  Mr.  Peterson. 

I  surely  concur  that  boards  of  directors  and  the  people  that  have 
served  on  those  local  boards  out  there  have  done  a  fine  job  in  our 
system.  Your  full  statement  will  be  placed  in  the  record. 

[The  prepared  statement  of  Mr.  Peterson  follows:] 

Pbepabcd  Statbueht  of  Lawbehce  E.  PerBason,  Whkat  Fabubb,  Dubctob  or 
THB  Fedbkal  Lund  Bakx  Asboclition  on  Bbhalt  of  thb  Faui  Caaar  Bahkb 
OP  Sfokahx 

I  want  to  tbank  the  Committee  for  the  opportnnl^  to  appear  today  aa  a  tarmat 
and  director  of  tbe  Spokane  Federal  Land  Bank  Aaaoclatkiii.  Ujr  name  la 
Lawrence  B.  Peteraon.  Hy  brotlier  and  I  operate  a  2,800-acre  dryland  wbcat 
farm  of  wbicta  we  own  about  two-tblrda— the  balance  la  leased  land.  We  alao 
bave  a  few  sbeep. 

American  asricultnre  la  ever  thankful  to  tbe  CtmgreaB  ot  1916-17  widch 
created  the  Farm  Credit  System.  It  Ui  one  of  two  acta  panned  by  Consreaa  which 
have  contributed  to  the  ability  of  the  American  farmer  to  provide  the  trenrndooa 
amountB  of  food  and  Sber  which  be  does  with  an  ever  dwindling  supply  erf  labor. 
The  other  act  which  baa  improved  lila  quality  of  life  and  provides  tbe  eoerzy 
for  his  work  Is  the  Bnral  BlectrlflcaUon  Act  of  1S3S. 

I  would  like  to  point  out  the  tact  that  the  Federal  Land  Bank  Systeni  la 
entirely  owned  by  Its  borrowers.  Stock  purchases  at  the  time  of  securlnc  ■  loan 
by  borrowers  presently  helps  fttnd  the  FLB  System.  In  this  way,  member^ 
borrowers  were  able  to  retire  the  U.S.  Government  ca^tal  Investment,  nw 
member  boards  wbicb  govern  the  L^nd  Bank  Association — being  borrowers 
themselves — are  therefore  much  more  aware  of  the  problems  and  needa  wlilch 
are  faced  by  the  perapective  borrower. 

American  agrtcnltnie  presently  needs  a  vast  snpply  of  dependable  ctedlt 
withont  whidi  It  could  not  operate.  As  you  know  tbe  E^rm  Credit  System  does 
not  loan  Qovemment  money  but  secures  its  capital  from  tbe  Investois  bond 
market  Wblte  there  are  many  amendments  being  proposed  to  the  Farm  Credit 
Act  at  1S71  here  today,  they  do  not  badcally  alter  the  act,  but  are  ii 
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which  will  make  the  operatiooB  of  the  Farm  Credit  Srstem  more  efllclent  and 
better  able  to  meet  the  needs  of  its  members. 

I  will  Bpeak  to  three  of  the  major  proposals  or  emendmenta  to  the  Farm  Oredit 
Act  of  19T1. 


The  Initial  farm  related  buslnesa  authorlaatlon  ot  the  Farm  Credit  Act  of  1971 
baa  proved  to  be  exceedingly  narrow  In  scope.  The  Aasoclatlon  I  represent  has 
not  found  a  single  oniortnnltr  to  consider  a  farm-related  busliieaa  since  the 
aathorltj  was  granted  in  1971.  1  would  encourage  the  Farm  Credit  Act  of  1971 
be  amended  to  greatly  broaden  the  anthorlty  to  loan  on  farm-related  bustneas. 
I  would  Tisuallce  this  expaoded  authority  to  Include  basic  processing  and  mar- 
keting tacllitica  related  to  a  farmer's  operation.  I  have  complete  faith  in  the 
Judgment  of  the  Twelfth  District  Board  of  Directors  to  wisely  administer  a  very 
broad  anthorlty  for  farm-related  business  loans. 

1.    EIOHTV-FITE   PEBCEMT   LENDIHa   UMITATION 

It  la  my  considered  opinion  that  such  an  expanded  authorization  based  on  a 
loan  guarantee  by  PmHA  or  8BA  would  not  result  In  any  beneficial  service  to 
agriculture.  Given  with  our  present  8S  percent  authority  we  seldom  approach  the 
85-percMit  maximum  due  primarily  to  lack  of  repayment  ability.  Since  1S71, 
loans  in  the  Assodatioti  I  represent,  have  been  limited  much  more  by  repay- 
ment ability  than  security  otTered.  To  extend  credit  to  a  borrower  that  has  no 
reasonable  basis  of  repayment  serves  no  useful  purpose  to  anyone  Irregardless 
of  any  loan  guarantee. 

.1.    COOPERATIVE   ELIOIBIUTT 

This  amendment  would  lower  the  farmer-member  eligibility  reqnlrementa  of 
the  Bank  of  Cooperatives  financing  to  00  percent  of  voting  members  or  aucb 
higher  percentage  as  district  boards  may  establish. 

I  have  served  for  15  years  as  a  director  of  the  Rural  Electric  Coop  and  am  also, 
at  the  present  time,  representing  the  Rural  Electric  Cooperatives  of  Washington 
State  as  a  director  on  the  Board  of  the  National  Rural  Electric  Association  in 
WaablngtcHi,  D.C. 

Dne  to  the  continuing  growth  of  rural  areas  In  the  United  States  and  the  shift 
from  farm  to  an  urban  society,  many  Rural  Electric  CooperatiTee  conid  find 
themselves  in  the  position  of  not  being  able  to  meet  the  requirements  of  the 
Bank  of  Cooperatives  In  regard  to  membership  eligibility  which,  under  the 
present  law,  requires  that  70  percent  of  the  voting  members  be  farmers  In  order 
for  the  Cooperative  to  be  eligible  for  Bank  for  Cooperatives  financing. 

The  proposed  amendment  divpplng  the  eligibility  to  60  percent  would  help 
this  situation  considerably.  As  an  example,  I  quote  the  following  statistics  which 
are  approximate.  There  are  114  Rural  Electric  and  Rural  Telephone  Coopera- 
tives in  the  five  states  comprising  the  Twelfth  District  of  the  Farm  Credit  Sys- 
tem. Presently,  68  are  eligible  for  financing.  With  the  adoption  of  this  amend- 
ment approximately  8&  would  be  eligible. 

While  my  remarks  bere  are  concerned  with  Rural  Electric  Cooperatives  main- 
ly, I  am  sure  that  other  cooperative  businesses  could  conceimbly  be  In  the  same 
situation. 

I  am  a  firm  believer  in  the  Farm  Credit  System  and  I  appreciate  your  Com- 
mittee examining  all  the  proposals  for  change.  On  the  whole  I  believe  most  ot 
proposed  amendments  will  be  ciMistmctlTe.  I  BK>reciate  the  oiqiortnQlty  for 
presenting  this  testimony. 

Mr.  Mahlenee.  Dr.  Karl  Kottman,  executive  secretary  of  the  Wash- 
ington Stat«  Council  of  Farmer  Cooperatives,  Olympia,  Wash. 

STATEHEITF  OF  DR.  KASL  A.  EOTTMAH,  EXECUTIVE  SECBETABT, 
WASHDTOTON  STATE  COITHCn,  OF  FABKEB  COOPEEATITES 

Dr.  Kottman*  Thank  you,  Congressman  Marlenee  and  Chairman 
Jones, 

My  name  is  Karl  A,  Kottman  and  I  am  speaking  as  executive  sec- 
retary of  the  Washington  State  Council  of  Farmer  Cooperatives.  Our 
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organization  is  based  in  the  State  capital  in  Olympia,  Wash.  We  are 
a  dues-supported  trade  association  of  nearly  all  of  the  130  agricultural 
cooperatives  in  this  State.  These  cooperatives  represent  well  over 
100,000  Washington  cooperative  memberships.  Our  member  firms  are 
the  leading  marketers  of  Washington  agricultural  products,  not^ly 
grains  and  tree  fruits.  We  have  other  firms  that  are  leading  suppliers 
of  fuel,  fertilizer,  and  hardware  for  agriculture.  Still  others  supply 
credit,  and  many  are  engaged  in  food  processing. 

We  have  broad  representation  of  the  kinds  of  those  business  enter- 
prises in  which  farmers  do  business  on  a  patronage  basis  and  of  which 
fanners  exercise  democratic  control. 

We  are  proud  of  the  grassroots  nature  of  the  cooperative  form  of 
business  and  that  our  association  represents  an  economic  interest  that 
is  identical  with  those  of  the  producer  members  whose  firms  make  up 
our  association. 

H.R.  4783,  the  Farm  Credit  Act  amendments  of  1979,  involves 
specific  provisions  which  our  association  supports  as  beneficial  to  agri- 
culture.  I  have  dealt  with  these  in  the  written  statement  that  I  have 
given  you. 

Manv  of  the  things  that  I  want  to  talk  about  have  been  touched 
upon  already,  and  let  me  just  highlight  the  three  main  topics  tliat 
I  want  to  draw  your  attention  to  this  morning. 

The  first  is  cooperative  eligibility. 

As  we  know,  there  is  a  reverse  flow  of  population  from  urban  to 
rural  areas,  throughout  the  country.  This  is  very  true  in  Wash- 
ington  and  particularly  in  the  western  part  of  the  State.  It  is  impor- 
tant for  cooperatives,  especially  farm  supply  cooperatives  that  nave 
been  organized  by  farmers,  in  these  areas,  to  keep  control  of  their 
supply  companies.  At  the  same  time  they  must  remain  viable  com- 
mercial institutions  and  so  must  admit  nonfarmers  as  patrons  or, 
at  least,  as  customers  and  possibly  as  patrons  of  their  firma 

I  would  like  to  defer  a  more  detailed  discussion  of  thia  to  my  col- 
lea^e,  Dick  Wilcox,  of  the  Oregon  Agricultural  Cooperative  Council, 
who  will  apeak  later  of  his  experience  at  Greaham  Cooperative  in 
Oregon. 

I  would,  now,  simply  to  say  that  there  are  nine  cooperatives  in 
western  Washington  that  are  in  a  very  similar  situation  as  the  one 
he  will  describe  in  Gresham,  Oreg.  These  are  all  companies,  founded 
50  years  ago,  by  farmers  who  now  find  themselves  having  to  take  on 
increasing  amounts  of  nonagricultural  business  and  find  it  necessary, 
nonetheless,  to  stay  eligibile  for  membership  in  the  banks  for  coc^ 
eratives.  The  cooperative  eligibility  change  would  be  a  great  help  to 
these  nine  companies,  in  particalar. 

Let  me  touch  also  on  export  financing. 

We  had  the  discussion  by  Mr.  Watkins  and  Mr.  Pennell  of  the 
experience  of  North  Pacific  Grain  Growers.  I  would  point  out  to  yon 
that  there  are  a  nnmber  of  companies  in  this  State,  for  example  the 
Wenat^'hee-Okanogan  Cooperative  Federation,  Snokist  Growers, 
Skookum,  Inc.,  all  of  which  export  apples  and  apple  products.  The 
exporting,  foreign  trade  in  apples  is  a  very  competitive  business  and 
I  want  to  assure  you  that  the  kinds  of  difficulties  that  Mr.  Pennell  de- 
scribed in  the  financing  of  a  foreign  marketing  of  wheat,  are  also 
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experieDced  in  the  forei^  marketing  of  applee  and  that  they  can  no 
less  afford  the  inefficiencies  that  he  described. 

Finally,  let  me  just  indicate  how  we  feel  about  the  incorporation  of 
system  service  entities. 

Cooperatives  need  the  training,  education,  and  information  programs 
that  nave  been  carried  on  in  the  past  b^  the  Farm  Credit  Administra- 
tion and  the  various  Farm  Credit  Districts.  Although  expert  farm 
managers,  cooperative  directors  use  the  programs  of  larger  coopera- 
tives entities  and  trade  and  educational  associations,  like  our  own,  to 
help  them  extend  their  talents  into  the  off- farm  business  world.  Educa- 
tion programs  support,  do  not  hinder,  the  democratic  nature  of  co- 
operative organization  wherein  directors  are  always  drawn  from  ac- 
tive patrons.  We  would  respectfully  encourage  Congress  to  empower 
the  Farm  Credit  Administratiixi  to  incorporate  such  service  entities 
as  are  necessary  to  foster  education  and  encourage  the  quality  of  such 
training  programs. 

The  Washington  State  Council  of  Farmer  Cooperatives  is  very 
supportive  of  this  measure,  for  these  and  other  reasons.  We  encourage 
your  early  and  favorable  consideration  of  the  measure.  We  are  very 
grateful  for  the  opportunity  you  have  given  us  to  appear  before  yoQ 
and  I  would  be  very  happy  to  answer  any  questions,  should  you  hiave 
some. 

Thank  you  very  much. 

Mr.  Marlenee.  Thank  you,  Dr.  Kottman.  Your  full  statement  will 
be  placed  in  the  record. 

[The  prepared  statement  of  Dr.  Kottman  follows :] 


Mr.  Chairman  and  memlierB  of  the  subcommittee,  my  name  Is  Karl  A.  Kottman. 
I  am  «peaklii?  as  Executive  Secretary  of  the  Washington  State  ConncU  <tf 
Farmer  CooperatiTcs  based  in  Olympla,  Washington.  We  are  a  dues  supported 
trade  aasoclatton  of  nearlj  all  of  the  130  aKricnltural  cooperattTes  In  Wastalnffton. 
These  cooperativea  represent  well  over  100.000  Washington  memberships.  Onr 
member  cooperatives  are  the  leading  marketers  of  Washington  agrlcMiltarBl 
products,  notably  grains  and  tree  fmlts.  Other  member  firms  are  leading  snp- 
idlers  of  fuel,  fertiliser,  and  hardware  for  agriculture.  Still  others  snpiily  farm 
credit.  Many  are  enpnjrert  in  food  processing.  We  have  a  broad  repreeentation  of 
the  kinds  of  those  business  enterprises  In  niilch  farmers  do  bnslnees  on  a 
patronage  basis  and  of  which  farmers  exercise  democratic  control.  We  are 
proud  of  the  grass  roots  nature  of  the  co-operative  form  of  biulness  and  that  onr 
association  represents  an  econotnic  Interest  (hat  ts  identical  with  those  of  the 
producer  memhem  wh<«e  firms  make  It  np.  H.B.  4782,  the  Farm  Credit  Act 
Amendments  of  1970,  Involves  specific  provisions  which  onr  assodatiiKi  supports 
as  beneficial  to  agriculture.  I  will  deal  with  each  of  these  in  turn. 

COOP^L&TIVE  EUaiBIUTT 

A  recent  study  commissioned  by  the  Rural  Sociological  Society  "Rural  USA : 
Persistence  and  Change,"  Thomas  P.  Ford,  ed.,  Ames:  Iowa  State  University 
Press,  1979,  documents  the  reverse  flow  of  population  from  urban  to  rural 
areas.  Farmer  control  of  off-farm  business  enterprise  is  necessary  to  maintain 
agriculture's  traditional  economic  Independence.  This  independence  contrasta 
with  the  economic  position  of  residents  who  choose  rural  life  more  for  esthetic, 
health,  and  nonagricultural  motives.  Many  cooperatives  originally  established 
by  farmers  now  also  welcome  other  rural  residents  as  patrons.  The  reduction 
of  the  80-percent  farmer  member  limit  to  00  percent  will  enable  this  trend  to 
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conUnne  peacefnUr  wltboat  loas  of  trsdlUooal  farmer  control  of  cooperaUm 
TblB  fB  because  the  usefolneBB  of  cooperattres  to  Indqiendent  fttrmerB  ako  d» 
panda  od  farmer  control  of  neceasary  sontces  of  (credit.  Hooae  Bnle  4TS2  takn 
tlie  new  reality  of  rural  life  Into  account  without  compromise  to  lone  eatab- 
lisbed  and  valnable  prlnclplea  of  economic  Independence  for  agrl«iltnr& 

kiOHTT-nri-pEacKMT  lendino  uun-rnx^iJ.  lahd  basks 

TblB  provlalon  also  brli^s  tbe  Farm  Credit  System  into  line  wftb  mral  de- 
Telopment  pbllosophlea  represented  by  the  Farmers  Home  Admlnlatratlon.  Jnit  ai 
the  amendment  recognises  the  tnflnuice  of  non-farm  mral  realdenta,  ao  It  abonld 
make  mral  develtqanent  programs  useful  for  farmers  as  wtiL 

EZTOKT  nNAKClNfl 

Many  of  our  membora  cooperatives  have  associated  to  market  wheat  aod  applcB 
abroad.  Overseas  marketing  la  a  poslUve  contrlbntion  to  our  national  economy. 
This  activity  is  basic  to  farm  protltablUty.  Cooperation  serrea  farooen  not 
slmidy  as  a  social  movement  but  as  an  Instrument  of  effldency.  Tou  have  testi- 
mony about  the  anticipated  beneflta  from  authorization  of  Banks  tor  Coopera- 
tives to  Snance  agricultural  transport  trausaetious  In  which  a  U.S.  cooperatlTe 
la  a  primary  beneficiary.  I  want  to  endorse  that  teettmon;  and  point  out  tbat 
the  export  of  grains,  tree  fruits,  and  processed  farm  produce  Is  vitally  Impor 
tant  for  successful  farming  in  Washington.  Wenatchee-Okanogau  CoopentlTe 
Federation,  Snoklet  Growers,  Skoolium,  Inc.  and  other  cooperatives  exporting 
apples  and  apple  prodncte  will  benefit  from  tbe  same  efflcl^icies  anticipated  by 
cocq^eratlve  grain  marketers  from  the  Farm  Credit  Act  Amendments  of  1979. 

nrcoapOR&TioH  or  ststeu  service  nrrrms 

GooperatlTes  need  the  training,  education  and  InformaUon  programs  at  the 
Farm  Credit  AdmlnistTation  and  the  Farm  Credit  Districts.  Although  taj/trt 
farm  managers,  cooperative  directors  use  the  programe  of  larger  coofieratlTei 
and  trade  and  educational  associations  to  help  tbem  extend  th^r  talents  Into 
the  off-farm  business  world.  Education  programs  support  the  democratic  nature 
of  cooperative  organiiatlon  wherein  dlrectora  are  always  drawn  from  active 
patrons.  We  encourage  Congress  to  empower  tbe  Farm  Credit  Admlniatratlm 
to  Incorporate  such  service  entitles  as  are  necessary  to  foster  education  and 
encourage  tbe  Quality  of  sucb  programs. 

Tbe  Washington  State  Council  of  Farmer  Cooperatives  Is  supportive  of  Honie 
Rule  4782  for  tbese  rea-sons.  We  encoursge  the  early  and  favorable  consideration 
by  Congress  of  this  measure.  Tbe  Council  is  grateful  for  tbe  onxirtunity  to  have 
appeared  before  yon  and  I  would  be  pleased  to  respond  to  any  questions  you  may 
have,  niank  you. 

Mt.  Marlenee.  Mr.  Dan  Black,  Bean  Growers  Warehouse  Co.,  Twin 
Falls,  Idaho,  welcome  to  the  subcommittee. 

STATEHEHT  OF  DANIEL  J.  BLACK,  BEAK  GBOWEBS  WASEHOUSE 
CO. 

Mr.  Black.  Congressman  Marlenee.  Mr.  Chairman,  members  oi  the 
subcommittee,  I  appreciate  the  opportunity  to  be  here  today. 

I  am  Dan  Black.  I  am  general  manager  of  Bean  Growers  Warehouse 
Association  in  southern  Idaho.  We  have  five  warehouses,  piimarily 
involved  in  the  receiving,  processing  and  marketing  of  dr^  edible 
beans.  We  also  have  six  receiving  stations  involved  in  receiving  and 
shipping  of  wheat.  We  handle  between  300,000  and  400,000  hundred- 
weight of  dry  edible  beans,  11^  million  bushels  of  wheat 

(Sir  primary  concern  is  in  the  marketing  and  exporting  of  dry  edi- 
ble beuis.  We  market  approximately  40  percent  to  50  percent  of  all 
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beans  produced  in  Idaho  into  export  channels.  With  this  large  volume 
of  export  business  we  are  not  capable  of  doing  any  of  the  business  on 
a  direct  basis.  We,  therefore,  have  to  go  through  three  to  four  major 
exporters  in  the  United  States,  With  the  amount  of  volume  that  is 
placed  in  the  hands  of  these  exporters  and  conglomerants,  they  have 
a.  great  deal  of  influence,  both  on  export  and  domestic  markets. 

Wo  are  very  concerned  about  the  trend  that  we  have  seen  in  the  last 
3  or  4  years  of  the  co-op  farmer  leaving  the  cooperative  system  and 
going  into  business  and  private  industry  because  of  their  ability  to 
perform  services  that  we  cannot.  We  don't  feel  that  there  has  ever 
been  a  time  in  the  history  of  the  farmer  that  he  has  needed  our  support 
more  than  he  does  at  the  present  time.  We  are  continuously  getting  re- 
quests from  foreign  governments  and  from  countries  to  deal  directly 
with  them  on  an  export  basis,  at  the  grass  roots  level.  They  also  are 
concerned  about  gomg  through  the  large  conglomerate  and  export 
companies. 

Just  in  the  last  30  days  we  have  had  representatives  through  the 
Midwest  and  into  southern  Idaho,  both  from  the  CONASUPO  gov- 
ernment in  Mexico  and  INESPRE'  in  Santo  Domingo,  looking  at  the 
crops,  seeing  how  they  are  harvested  and  expressing  to  us  the  fact  that 
they  would  like  to  deal  with  us  on  a  direct  oasis.  At  the  present  time 
we  are  not  qualified  to  deal  in  any  exporting  on  a  direct  b^is  with  any 
country,  because  of  the  tack  of  financmg  and  expertise. 

Idaho  is  also  the  largest  producer  in  the  United  States  of  pink 
beans.  The  biggest  part  of  the  pink  beans  produced  in  Idaho  are 
shipped  to  Puerto  Rico.  To  get  into  Puerto  Rico  with  pink  beans  we 
have  to  rely  on  three  exporting  companies,  basically,  m  California. 
They  have  also  expressed  the  fact  that  they  would  like  to  do  business 
with  agriculture  on  a  direct  basis. 

If  we  somehow  could  bypass  the  exporting  companies  we  could  see 
from  $1  to  $2  per  hundredweight  coming  back  into  the  marketplace, 
being  placed  back  to  the  grower  rather  tnan  to  big  business. 

I  also  have  been  appointed  by  the  industry  to  serve  on  the  Idaho 
Bean  Commission,  which  is  a  quasi  form  of  government.  I  have  been 
appointed  chairman  of  that  commission  this  year.  We  have  a  com- 
pulsor)^  checkoff  system  in  Idaho,  of  6  cents  per  hundredweight, 
which  is  taken  from  both  grower  and  producer,  used  primarily  for 
the  promotion  and  consumption  of  dry  edible  beans.  At  the  present 
time  we  have  a  very  good  relationship  going  with  Brazil.  They  are 
the  largest  producer  in  the  world  of  black  beans.  They  have  a  seed 
problem,  their  seed  is  full  of  disease  and  they  are  having  problems 
producing  crops  because  of  that,  Idaho  is  noted  greatly  for  fJieir  seed 
production  and  the  outstanding  quality  they  produce.  It  would  make 
me  feel  rather  sad  to  think  that  with  the  grower  checkoff  system,  pay- 
ing the  bills  and  with  the  commission  doing  the  work  for  the  promotion 
of  sales  direct  into  the  Brazilian  Government  that  we  would  have  to 
give  some  exporting  company  $1  to  $2  per  hundredweight  that  should 
go  into  the  grower's  pocket. 

In  summing  it  up,  I  guess  what  we  are  actually  doing  is  we  are 
crying  out  to  you  for  help  and  we  think  the  passage  of  this  new  House 
bill  is  the  help  that  we  are  seeking.  It  will  untie  our  hands  and  let  us 
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become  a  vocal  voice  and  a  marketer  for  the  growers  of  the  United 
States  and  make  iis  very  competitive  in  the  marketplace. 

Thank  you  for  your  time. 

Mr.  Mahlen-ee.  Thank  you,  Mr.  Black.  Your  prepared  statement  will 
be  placed  in  the  record. 

[The  prepared  statement  of  Mr.  Black  follows :] 


Mr.  Cbalrmau  and  memberH  of  tbt>  Subciimniittee.  I  am  Daniel  J.  Black,  0«q- 
eral  Slaiiager  of  Bean  Growerx  Warebouse  Association,  Inc.,  a  cooperstlve  estab- 
llstaed  in  1922  and  located  in  Huutheni  Idalio.  Tlie  Farm  Credit  System  providei 
approiimntelf  $B0  billion  or  rougbly  one-third  of  the  nation's  total  agTlcultural 
I'redit.  I  appreciate  tblti  upiHirtnnltj'  to  present  the  rtewti  of  the  Spc^ane  Bank 
for  Cooperatlvea  and  Bean  Growers  Warehouse  Assaclation,  Inc.,  concerning 
H.R,  4782.  the  Farm  Credit  Act  Aiiiendnieut  of  197ft. 

Bean  Growers  Warehouse  Association  la  primarily  involved  In  the  marketlnK 
of  drf  edible  beans.  Due  to  the  fact  that  40  to  50  pen«nt  of  Idaho  beans  ai« 
exported  each  year,  our  cooperative  can  deal  only  with  privately  owner  organlia- 
tlons  In  export  marketing.  Tbls  puts  ua  In  a  pre^-arloaB  position  of  being-  unable 
to  participate  in  export  ventures  unless  we  jleal  with  private  companies.  Tbla 
fact.  In  ItHelf,  can  be  detrimental  to  the  farmers,  because  it  gives  them  too  mud) 
control  over  both  foreign  and  domestic  markets. 

We  have  l»een  able  to  see  a  trend  In  the  past  four  or  Hve  years,  regarding  the 
cooiwrative  attitude  of  farmers.  Insomuch  that  they  are  drifting  away  from 
(he  cooperative  system  to  privately  owned  enterprises  liecause  of  their  ability  to 
iierform  services  we  cannot.  If  we  Intend  to  bring  any  stability  into  the  market 
place  or  give  the  grower  any  protection  In  the  marketing  of  his  commodity,  we 
are  going  to  bave  to  have  the  liberties  and  abilities  to  become  Involved  in  export 
channels.  To  become  involved,  we  need  the  supjMrt  and  assistance  of  the  Baaks 
for  Cooperatives  to  handle  the  financing  and  related  service  functions. 

Instance  after  instance,  we  hear  uf  foreign  countries  and  buyers  who  wish  to 
(leal  dlrei'tly  with  American  farm  cooperatives.  Buyers  from  Africa.  Europe. 
Month  America,  Australia,  and  Puerto  Rlcn  have  recently  Inquired  about  the 
purchase  of  all  varieties  of  dry  edible  l>eanB.  Also,  representativea  from 
CONASri'O  and  IXKSl'RK'  have  lieen  In  M>uthem  Idaho  during  the  past  thirty 
days  wanting  to  buy  direct  from  local  dealers.  There  is  no  local  organisation 
capable  of  Helling  direct,  ihuM  the  liusinesH  will  probably  have  to  go  through 
a  large  exporting  company. 

Bean  Growers  Warehouse  Assoclatiun  has  the  opportunity,  at  the  piesent 
time,  to  export  beans  directly  to  a  Arm  situated  in  Sydney  Aostralia.  However, 
we  cannot  put  the  business  together  unless  we  use  an  exported  who  has  accean 
to  forwarding  agents.  Our  asstx'latlon  has  recently  sold  beans  to  a  Drm  in  France, 
ritlmately,  the  lieans  will  l>e  exported  to  Argentina.  We  have  had  to  rely  on 
f«c<>nd-hHnd  outside  sonrces  to  guide  uh  In  this  endeavor.  However,  dne  to 
the  fact  that  the  Bank  for  L'oi>peratives  cannot  handle  the  letter  of  credit  or  help 
ns  with  the  documeutatlnu,  we  nuiy  lose  this  opportunity.  If  the  bank  had  the 
authority  to  deal  directly  with  the  French  bank  and  explain  the  necessary  steps 
involved,  we  could  proceed  with  very  little  difficulty. 

Idaho  Is  the  largest  producer  of  pink  beans  In  the  Uulted  States  and  a  large 
percentage  of  these  beans  are  exitorted  to  Puerto  Rico.  Algeria  Is  the  laiseat 
buyer  of  U.S.  grown  great  northern  beans  In  the  world  and  Is  now  requesting 
bids  to  import  in  7,000  metric  ton  iot«.  Veneiueia  and  Santa  Dumlogo  wlU  alao 
be  large  Imporiers  of  several  varieties  of  beans  this  year.  The  largest  Baro)?ean 
canner  Is  located  in  France :  they  import  14.000  metric  tons  of  beans  eadi  rear 
from  the  United  States.  They  are  currently  buying  from  a  privately  owned 
organlullon  In  the  southern  United  States  because  they  liave  the  abiUtj  to 
purchase  beans  from  all  over  the  country.  Tliey  also  have  the  experienced  per 
BORuei  and  financing  to  meet  the  demands  of  Ibis  canner. 

The  Idaho  Bean  Commission  has  been  wwking  with  representatlvea  from 
Brasll  on  the  purchase  of  Black  bean  seed.  Southern  Idahtr  has  an  excellent 
rvputatiim  for  the  iiuailty  of  lieau  seed  we  produce.  The  outlook  for  the  future 
Ik  bright  for  the  export  of  this  seed.  If  this  business  does  materialiae,  we  would 
like  to  be  able  to  export  direct  Instead  of  having  to  nae  an  outside  exporter. 
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It  the  private  export  brokers  were  not  Involred  ao  often  in  these  veatnrea, 
tlie  return  to  the  grower  would  increase  from  one  to  two  dollara  per  hundred 
weight,  freight  forwarders  would  still  ite  necessary,  but  the  cost  is  mlnimai  fur 
the  servloes  they  perform.  For  approximately  four  cents  per  hundred  weight, 
these  forwarders  handle  the  tanaportation.  dock  receipts  and  other  neceasar; 
documentation  to  get  the  commodity  to  its  deatinaion, 

III  each  of  the  a ture- mentioned  instances,  cooperatives  could  be  leaders  in  ex- 
port ventures.  We  need  the  support  and  assistance  the  Bank  for  Cooperatives 
would  gain  from  House  Resolution  4782.  the  Farm  Credit  Act  Amendment  for 
1979,  to  t>ecome  leaders  and  help  the  American  farmer.  Bean  Growers  Warehouse 
Association  Is  grateful  for  the  opportunity  to  express  its  ytew  before  this  Sut>- 
commlttee.  I  would  be  [deased  to  respond  to  any  questions, 

Mr,  Marlenee.  Mr.  Chainnan,  I  am  going  tx>  turn  this  meeting 
back  over  to  you,  I  think  this  concludes  the  first  portion  of  the  testi- 
mony and,  now,  we  will  have  the  questioning. 

Mr,  J0NE8  of  Tennessee,  Thank  you,  Mr.  Marlenee. 

Is  there  anyone  else  in  the  audience  who  wants  to  make  a  statement 
at  this  time,  before  we  call  the  witnesses  back  to  the  fronts 

There's  a  gentleman  in  the  back  row. 

Are  you  on  the  agenda  for  any  time  today  ? 

Mr.  Tate.  No. 

Mr.  Jones  of  Tennessee.  Yes;  we'll  need  your  name,  address,  pro- 
fession, so  forth  for  the  record. 

STATEMENT  OF  GORDOH  TATE,  IDAHO  STATE  GILANOE 

Mr,  Tate.  I  am  Gordon  Tate,  master  of  the  Idaho  State  Grange. 
Our  mailing  address  is  Box  367,  Meridian,  Idaho. 

Mr.  Jones  of  Tennessee.  Mr.  Tate,  we  are  delighted  to  have  you,  and 
you  may  proceed. 

Mr.  Tate,  We  have  previously  submitted  written  testimony  regard- 
ing the  FCA-proposed  changes  in  legislation,  I  would  just  like  to 
make  a  few  brief  comments. 

We  realize  that  expansion  is  needed  in  the  field  of  farm  co-op  ex- 
port financing,  probably  greater  than  any  other  field  at  the  present 
time.  We  would  hope  that  somehow  we  would  be  able  to  avoid  exces- 
sive investment  in  foreign  institutions  in  the  process  of  marketing 
of  grain  or  other  crops,  in  these  countries. 

We  are  opposed  to  the  sale  of  insurance  by  FCA  organizations, 
other  than  credit  life.  We  believe  that  adequate  insurance  is  avail- 
able by  various  cooperative  or  mutual  insurance  companies,  and  also 
from  private  sector.  There  is  also,  of  course,  Federal  crop  insurance 
available  in  most  areas. 

We  realize  that  farm  co-ops  are  becoming  more  urban  as  as  sign 
of  the  times,  and  it  will  be  necessary  to  lower  the  percentage  r&- 
quirement  for  farm  membership  in  cooperatives.  Possibly  down  to 
51  percent.  The  crops  must  continue  to  grow  in  order  to  maintain 
their  share  of  the  business,  just  as  the  population  and  the  business 
of  our  country  expand;  but  as  it  does  expand,  also,  the  percentage  of 
actual  farmers  in  our  country  also  declines. 

Thank  you  for  this  opportunity, 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Tate. 

Now,  I'm  going  to  ask  all  of  you  who  have  appeared  as  witnesses 
to  occupy  one  of  the  front  seats  here  as  we  have  questions. 
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Mr.  Marlenee,  before  I  yield  to  any  questions  that  you  may  want 
to  ask,  let  me  say  that  this  testimony  has  been  very,  very  good,  anJ 
I  want  to  say  to  the  participants  that  the  tesimony  has  been  brief, 
concise,  and  really  to  the  point.  I  have  heard  little  repetition  this  moni' 
ing  of  any  testimony  that  has  been  given  to  this  subcommittee.  I  be- 
lieve that  all  the  testimony  has  unanimously  supported  H.R.  4782 
in  its  entirety,  with  only  a  few  exceptions,  which  we  may  talk  about. 
But  I  must  say  that  what  we  have  heard  here  today  has  been  preU^ 
well  along  the  line  of  the  other  testimony  that  we  have  had  with 
n^rd  to  H.R.  4782,  which  we  would  expect,  with  some  variations, 
which  we  will  talk  about. 

One  very  interesting  aspect  has  been  introduced  here  that  we  have 
not  had  in  other  hearings,  which  we  would  expect,  and  that  has  been 
in  the  fishing  industry,  which  I  have  been  very  much  interested  in 
since  Mr.  Gunnari  and  some  of  them  came  to  Washington,  a  few 
months  back,  and  we  did  get  vou  some  relief  in  that  regard. 

Now,  Mr.  Marlenee,  I  yield  to  you  for  any  question  that  you  want 
to  ask. 

Mr.  Mablenee.  I  don't  know,  Mr.  Chairman,  that  I  have  specific 
questions  for  any  specific  board  member.  I  do  think  the  testimony 
raises  some  ^neral  questions.  I,  too,  observed  that  the  testimony  was 
very  good  this  morning,  extremely  well  done,  and  very  interesting. 

The  people  from  the  fishing  industry,  I  found  quite  interesting. 
Perhaps,  I  could  start  there,  inasmuch  as  that  is  the  area  that  I  have 
no  expertise  in. 

Chester  Peterson  talked  about  how  they  had  expanded  the  har- 
vest  beyond  the  processing  capacities  by  expanding  the  limit  to  SSOO 
miles.  Was  that  not  correct?  Then,  of  course,  the  chain  competition 
brought  out  by  the  other  gentleman  from  over  there,  Mr.  Gunnari. 
I  thought  that  those  were  two  very  good  points. 

What's  the  reseeding  capacity  of  that  200-mile  area  (  Are  you  look- 
ing toward  a  sustaint^  harvest,  renewable  harvest  in  that  area,  Mr. 
Peterson  t 

Mr.  Jones  of  Tennessee.  Mr.  Peterson,  can  you  come  to  the  miket 

Mr.  Peterson.  I  kind  of  lost  your  question. 

Mr.  Marlekee.  We  were  talking  about  the  200-mile  limit  and  at 
the  present  time  we  had  expanded,  this  expanded  production  or  har- 
vesting capacities  beyond  the  processing  capacitv  in  these  plants.  I 
was  wondering  what  the  sustained  yield  looked  like.  Are  you  going 
to  be  able  to  continue  a  sustained  yield  from  this  200-mile  area  ( 

Mr.  Peterson.  I  think  we  will  be  able  to  do  that. 

What  is  happening  here,  too,  is  that  the  fishing  industry  has  ex- 
panded so  much,  since  this  200-mile  limit  came  in,  that  the  shore 
facilities  are  not  keeping  up  or  have  the  facilities  or  the  capabilities 
of  taking  care  of  some  of  these  products  that  we  have  available  in 
the  200-mile  limit.  I  was  thinking  of  whitinc  situation  or  hake,  as  it 
is  known.  We  are  placed  directly  in  competition  with  foreign  enter- 
prises out  there  now,  that  what  we  are  doing  is.  there  is  some  joint 
venture  going  on  and  for  shore  facilities  to  compete  with  this  is  im- 
possible. The  way  they  are  doing  it.  you  are  fishing  and  ^liTering 
directly  to  foreign  mother  ships. 
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Right  at  the  present  it  is  feasible,  being  there  a.re  no  shore  facilities 
whatsoever  and  consequently  this  is  going  on.  Hopefuly  this  will 
lie  changed  in  the  near  future. 

Mr.  Marlenee.  The  reason  I  asked  that  question  about  the  sustained 
yield,  Mr.  Peterson,  was  that  I  was  looking  at  the  possibilities  of  what 
you  were  doing  for  reseeding  the  area  or  if  it  was  a  natural  reseeding 
process  for  your  stock,  naturally  reseeds  and  you  liarvest  again  and 
again  and  again,  or  if  there  was  some  cooperative  venture  that  would 
be  doii^  this  reseeding  too,  or  just  how  that  was  handled ! 

Mr.  Petkrson.  We  are  not  reseeding.  As  you  say,  we  are  having  some 
controls  such  as  tonnage,  the  amount  of  harvesting  we  can  do.  This  is 
just  a  start  right  now.  As  far  as  what  1  can  understand  or  see  of  it,  we 
haven't  gotten  too  much  into  that,  but  it  looks  like  we  are  in  that 
process  now. 

Mr.  Marlenee.  Thank  you,  Mr.  Peterson. 

A  Witness.  May  I  elaborate  on  that  a  little  bit? 

Mr.  Maklenee.  Yes. 

Perhaps,  Mr.  Chairman,  before  this  gentleman  elaborates  we  should 
recognize  our  chairman  here. 

Mr.  Jones  of  Tennessee,  I  think  that's  a  good  idea,  Ron. 

Since  he's  away  from  home  everybody  ought  to  know  him.  We  are 
delighted,  indeed,  we  are  in  Congressman  Foley's  home  district,  as  we 


sai<f earlier  today,  and  we  are  so  glad  that  he  is  able  to  join  us  at  this 
time.  He  has  been  on  another  mission  and,  Tom,  I  would  be  interested 
in  knowing  how  your  mother  is,  too, 

Mr.  Foley.  She  is  better,  thank  you,  Ed.  I  apologize  for  the  fact  that 
I  was  unable  to  be  here  earlier. 

Speaking  for  myself  and  the  residents  of  Washington  State's  FifUi 
Congressional  District,  I  want  to  thank  you,  Chairman  Jones,  and  Mr. 
MarTenee  for  taking  time  away  from  your  own  constituents  and  dis- 
tricts to  be  here  for  this  hearing  so  that  you  might  listen  to  testimony 
regarding  how  these  important  bills  affect  our  particular  region  of  the 
country. 

The  Conservation  and  Credit  Subcommittee,  of  which  I  am  an 
ex  officio  rather  than  voting  member,  is  one  of  the  most  vital  compo- 
nents of  the  Committee  on  Agriculture  because  it  deals  with  a  wide 
range  of  issues  of  great  importance  to  our  Nation's  farmers  and.  in  this 
case,  to  its  fishermen  as  well. 

The  Farm  Credit  System  in  its  varied  aspects  has  proven  itself  to  be 
one  of  the  most  effective  and  valuable  services  to  be  developed  in  the 
T'''nited  States  in  terms  of  providing  needed  resources  to  our  Nation's 
farmers  and  to  all  those  associated  with  agriculture. 

It  is  my  own  view,  Mr.  Chairman,  that  we  are  entering  a  very 
difficult  period  in  terms  of  the  availability  of  farm  credit.  Given  the 
current  economic  climate,  the  high  demand  among  farmers  and  agri- 
business alike  for  credit  today  is  compounded  by  the  extremely  high 
interest  rates  that  are  now  prevalent.  Moreover,  any  system  that  has 
had  the  vitality  and  importance  of  the  Farm  Credit  System  needs  to  be 
reviewed  f  r(im  time  to  time.  Under  the  circumstances,  we  will  be  pay- 
ing a  great  deal  of  attention  to  the  important  recommendations  being 
made  with  respect  to  this  legislation  in  the  coming  months. 
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Mr.  Chairman,  I  want  to  thank  you  and  Mr.  Marlenee  once  ■gain 
for  coming  and  to  express  my  appreciation  to  all  of  the  witnesses  who 
are  taking  the  time  and  interest  lo  testify. 

Mr.  Jo>rE8  of  Tennessee.  Thank  you.  Chairman  Foley. 

Folks,  let  me  tell  you  something  in  all  honesty. 

The  Agricultural  Committee  in  Washington,  D.C.,  on  tie  House 
side,  enjoys  one  of  the  finest  gentlemen,  that  is  this  chairman,  that  we 
have  in  Washington  in  the  House  of  Representatives.  I  have  never 
worked  with  anyone  that  has  been  as  enjoyable  to  work  with  as  I  have 
Tom  Foley.  He  doesn't  both  you  enough,  really,  with  some  of  the 
problems  that  we  have.  He  just  leaves  it  to  you  and  lets  you  handle 
your  programs  as  you  should,  but  he's  the  fairest,  gentlest,  most  decent 
man  that  I  have  ever  ser\-e<i  with  in  a  position  l^e  we  are  having  to 
do  here. 

I  want  to  say  this,  Tom,  that  this  has  be^i  some  of  €bB  best  testd- 
mony  that  we  liave  had.  Somebody  put  together  a  package  here  Hat 
has  worked.  Xone  of  it  has  been  lengthy,  very  little  of  it  has  been  repe- 
titious and  we  are  finishing  ahead  or  time.  That's  unusual  for  us. 

Mr,  Marlenee,  will  you  handle  the  question  ? 

Mr,  M.vRLENEE.  Just  a  couple  of  more  obsei-vations  and,  then,  well 
take,  we'll  let  Roy  speak  on  that  one  issue. 

The  point  made  by  Mr,  Wisdom,  I  thought,  was  very  good  on  local 
produce.  The  marketing  locally  of  these  products.  I  thought,  was  an 
excellent  point.  By  gettmg  into  the  cooperatives,  having  tie  products 
marketed  locally  l)enefits  the  consumer,  benefits  those  local  producers, 
eliminates  the  casts  of  transportation  and  I  appreciated  that  piece  of 
testimony  very  much. 

I  think  on  the  export  thing  I  would  have  one  question  and  it  rmisee 
a  question  tliat  we  should  consider.  Are  we  going  to  drain  the  well  dry 
by  going  out  and  securing  the  finances  needed  to  work  in  the  export 
market  ?  Are  we  going  to  take  those  away  from  our  traditional  purpose 
of  financing  the  ^rm  production  and  the  farm  processing  that  we  want 
to  do  and  working  with  the  cooperatives,  the  co-op  banks  too,  if  we 
expand  that  far,  I  think  that's  a  question  we  need  to  address.  I'm  not 
saying  I  am  against  it.  but  I  think  additional  input  from  you  people. 
to  me  anyway,  to  answer  that  question,  I  would  appreciate  that,  and  I 
believe  the  subcommittee  would. 

Just  so  we  don't  run  the  well  dry,  in  this  age  of  more  and  more 
demand  for  more  and  more  credit  and  it  takes  a  lot  more  credit  to 
run  these  operations  now,  than  it  ever  did  before  and  go  out  on  the 
market  and  somewhere  there  is  a  bottom  to  the  well.  I  think  we  need  to 
address  that. 

Roy.  I  believe,  wanted  to  conunent  on  the  fishing  industry,  addi- 
tionally, 

Mr.  GrxNARi.  Being  repetitious,  for  Mr.  Foley's  benefit,  oar  sec- 
retary of  commerce  has  appointed  me  as  a  voting  member  of  the 
Pacific  Fiseries  Management  Council  and  I  have  direct  input  into 
this  resource  we  have  up  to  the  20fl-mile  limit. 

You  asked  if  it's  a  sustainable  yield,  there  is  no  other  reason  that 
those  Russians  have  been  coming  back  year  after  year  after  year  and 
taking  their  toll  on  our  fish.  We  have  finally,  the  management  council 
has  set  a  tonnage  which  we  figure  is  a  sustamable  optimum  yield  that 
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can  be  taken  from  that  ocean.  As  long  as  our  vessels  are  taking  it  they 
can't  take  the  tonnage.  In  other  wor^,  the  more  we  could  get  in  there 
to  take  that  product  the  less  the  Russians  can  take. 

We  have  one  drawback.  We  have  no  way  of  processing  it.  We  have 
vessels  here,  because  of  PCA  and  other  financing  ways  that  are  capable 
of  catching  them  and  they  have  showed  that  they  will  out  do  those 
Russians,  because  one  or  two  86-foot  boats  this  year  could  plug  up  one 
of  those  processing  ships  that  were  in  the  joint  venture.  We  gave  five 
permits  to  joint  ventures  to  come  in  and  take  the  product  and  process 
it,  becatise  our  land  bases  didnt  have  processing  facilities. 

This  is  why,  I  think,  if  we  pass  this  legislation  that  we  have  before 
you,  I  believe  that  it's  going  to  help  us  in  this  very  end  with  individ- 
ual processors  as  well  as  it  will  help  the  Fisheries  Management  Coun- 
cil gain  its  objective  to  utilze  to  the  fullest  extent  our  resources. 

Thank  you, 

Mr.  Marlenee,  Thank  you,  Mr.  Gunnari. 

I  think  Eugene  Davis  wanted  to  comment  on  the  draining  of  the 
well  dry. 

Mr.  Davis.  Yes,  sir,  I  would  be  happy  to  comment  on  that. 

I  think  that  we  in  Farm  Credit  have  a  tremendous  amount  of  con- 
fidence in  our  fiscal  agency  people.  I  agree  that  there  is,  and  it's  a  well 
put  question,  but  it's  also  something  that  we  have  considered  and 
mulled  over  in  the  formulation  of  the  package,  as  such. 

I  think  in  my  mind  the  safeguard  there  preventing  this  happening 
would  be  the  fact  that  we've  got  our  finger  on  the  control  and  the  out- 
flow of  this  money.  When  I  say  we,  we  in  Farm  Credit,  directors,  direc- 
tors in  the  field,  our  district  directors,  our  Federal  Farm  Credit  Board. 

When  we  endorse  this  policy,  and  again  face  the  danger  or  the 
possibility  of  the  danger  that  you  suggest,  I  say  that  we  have  all  the 
confidence  in  the  world  of  being  able  to  monitor  and  handle  that  situa- 
tion without  any  problem  of  financing  the  older  line,  forms  of  credit 
that  we  have  been  engaged  in  previously. 

Howard  Wuertz  may  have  something  on  this. 

Mr.  Marijinee.  Thank  you,  Mr.  Davis. 

Mr.  Wuertz.  If  I  may,  and  thank  you. 

Congressman  Marlenee  and  members  of  the  subcommittee,  Cwi- 
gressman  Foley,  we  are  glad  you  are  here. 

T  think  in  regard  to  the  export  financing,  in  my  mind  it's  a  no  possi- 
bilitv  whatsoever  of  so-called  running  the  well  dry,  because  the  com- 
modities that  are  presently  handled  be  cooperative  export  companies 
only  amount  to  about  7  percent  of  the  export  commodities  that  are 
now  handled  in  channels  of  world  trade.  The  banks  for  cooperatives 
would  like  to  provide  some  of  the  financing  for  those  cooperatives 
that  are  presently  exportinsr  commodities  in  world  trade  and  at  no 
time  will  the  Farm  Credit  System  be  allowed  to  export  commodities 
of  companies  other  than  cooperatives.  I  think  that  that,  in  itself,  is  a 
safeguard,  even  thoueh  we  hope  that  there  be  additional  cooperatives 
formed,  as  yon  heard  here,  the  bean  people  and  the  wheat  people  and 
other  that  would  like  verv  much  to  have  that  opportunity. 

I  still  see  no  .substantial  drain  on  funds,  but  merely  fulfilling  the 
same  kind  of  services  to  people  in  export  markets  that  the  Farm 
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Credit  System  has  been  so  able  and  capable  of  doing  here  in  tJiin 
country  for  cooperatives. 

That  being,  1  think,  an  extra  good  safeguard  for  the  system. 

■Mr.  Marlknee.  Thank  you,  Mr.  Wuerta. 

Yes,  sir. 

Mr.  Penheu-  Rich  Pennell  from  North  Pacific  Grain  Growers. 

I  think  I  should  respond  to  a  part  of  that,  because  when  I  told  you 
a  cai^  of  wheat  was  worth  $2.9  it  scared  you  quite  a  bit,  but  if  you 
were  a  rancher  in  Montana  you  know  that  you  can  never  get  as  much 
money  from  a  banker  as  you  want  and  you  n^. 

So,  as  far  as  the  well  dry  theory  is  concerned  I  would  like  to  just 
add  one  other  factor. 

All  we  are  fe^lly  talking  about  is  risk  management.  You've  got  to 
rely  on  the  loan  officer,  so  to  speak,  to  make  sure  that  he  takes  care  of 
that.  He's  going  to  manage  the  risk.  The  more  information  he  has  the 
better  job  he  can  do.  Most  of  the  reasons  that  we  find,  provincial  or 
local  bankers  unwilling  to  get  involved  in  export  financing  is  be- 
cause of  tmcertainties.  If  you  provide  us  with  the  tools  with  which 
we  can  evaluate  credit  risks  overseas  and  better,  you  know,  convey  the 
real  nature  of  the  transaction,  the  kind  of  people  we  are  dealing  with 
and  what  those  exposures  are,  I  am  sure  you  can  rely  on  the  people 
who  are  administering  the  program  to  make  sure  that  they  handle 
that  responsibility  properly. 

Thank  you. 

Mr.  Marlexee.  Thank  you,  Mr,  Pennell. 

No  further  questions,  Mr.  Chairman. 

Mr.  JoNBS  of  Tennessee.  Thank  you,  Mr.  Marlenee. 

I  have  two  or  three  that  I  want  to  ask. 

Mr.  Ensley,  I  have  a  question  or  two  that  I  wanted  to  propound  to 
you. 

You  said  that  FCA  has  done  a  good  job,  but  we  cannot  sit  on  our 
laurels.  I  think  that's  the  first  time  that  I  have  heard  that  in  <me  of 
these  hearings,  but  I  fully  and  thoroughly  agree  with  you,  it's  a  good 
statement  and  maybe  we  have,  at  times,  been  sitting  on  our  laurels. 

Now,  you  elaborated  on  the  fact  that  we  needed  to  reduce  the  per- 
centage of  memberdiip  eligibility,  because  of  the  urban  sprawl  That's 
what  we  are  hearing  most  everywhere  that  we  go  today,  yet  we  are 
hearing  some  do  object  to  that,  and  you  elaborate  on  export  financing 
which  you  support. 

The  thing  that  I  want  you  to  comment  on  for  the  benefit  of  this 
subcommittee  is  the  subject  of  expanded  authority  of  the  PCA's.  You 
alluded  to  that  and  if  you  could  would  you  expand  on  what  you  really 
mean  about  additional  authorities  to  the  PCA'sS 

Mr.  Ensley.  I  think  that's  been  pretty  well  covered  in  the  examples 
this  morning.  I  am  thinking  of  the  processing,  storing,  and  that  of 
fruit,  again,  as  the  requirements  that  we  have  now  of  the  51  percent 
involved  in  a  fanner  who  decides  to  go  into  this  type  of  business,  hot 
needs  a  few  neighbors  to  help  him  out.  So  that,  I  think,  has  been  pretty 
well  covered,  and  I  really  dont  have  too  much  further  to  comment  on 
it,  except  to  support  it  as  being  a  strengthening  to  our  agricultural 
situation  in  the  area.  ■    .    l  -i 

I  think  back  a  few  years,  one  of  my  first  contacts  m  this,  he  built  a 
storage  for  fruit  on  his  own  farm,  his  neighbore  were  helping  him  out 
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Later  on  he  built  a  CA  storage  and,  then,  the  neighbors  involved 
helped  his  create  this  and  it  has  nelped  the  whole  community  that  was 
involved  in  it.  My  thought  is,  it  helps  the  community  and  the  ranchers 
that  are  so  involved. 

I'm  not  sure  I  got  to  your  question  or  not 

Mr.  Jones  of  Tennessee.  Did  he,  in  that  case,  build  the  storage  with 
the  support  of  the  PCA's  or  some  other  way !  Did  he  borrow  the  money 
from  the  PC  A,  in  other  words  * 

Mr.  Enblet.  In  this  particular  case  he  was  large  enough  that  he 
could  qualift'  for  the  51  percent  and  did  so.  It  did  not  have  the  dangers 
that  some  of  these  people  ran  into  later  on,  and  that  is  a  big  danger. 
You  could  qualify  and  next  year  vou  would  not  and  lose  your  SigibUity 
and,  then,  what  would  you  do  for  the  funds.  That  is  a  great  danger 
as  it  presently  is  stated. 

Mr.  Jones  of  Tennessee.  I  think  that  carries  through  to  some  other 
businesses  of  farming,  other  than  just  this  particular  category  that 
you're  talking  about. 

Mr.  Enslet.  Oh,  yes.  This  would  be  all  inclusive.  I  just  used  that  as 
one  example. 

Mr.  Jones  of  Tennessee.  Of  the  aquatic  problem,  you  said  we  should 
give  the  same  authority  that  others  now  nave.  Would  you  elaborate 
on  that> 

Mr.  Ensi*t.  I  think  if  you  study  that  strictly,  it's  a  matter  of  tech- 
nical language  in  the  law  itself.  Many  times  they  omitted  the  addition 
of  acjuatic  fanning  in  the  original  bill  and  wnat,  I  think,  you  will 
find  if  you  study  it  closely,  we  are  merely  asking  that  that  be  included 
in  the  language  to  give  the  aquatic  borrowers  the  same  acquisition 
of  funds  as  the  general  ranchers,  farmers  and  ranchers.  So  it's  merely 
kind  of  a  technical  change,  which  was  probably  overlooked.  We  were 
not  in  it  at  that  time  as  we  are  now. 

Mr.  Jones  of  Tennessee.  I  am  wondemg  if  the  present  law,  as  is 
drawn,  would  take  care  of  that  situation,  H.R,  4782  J 

Mr.  Enblet.  You  are  getting  a  little  beyond  my  scope  of  the  law,  but 
I  believe  we  do  need  the  additional  language  to  give  them  an  equal 
opportunity.  I  believe  that  is  correct. 

Mr.  .Tones  of  Tennessee.  I  think  staff  needs  to  make  a  note  of  that, 
that  we  need  to  look  into  that  and  see  just  where  we  stand. 

I  do  want  to  ask  Mr.  Gunnari  and  also  the  Petersons  about  that,  also. 

Thank  you  for  your  comments ;  they  were  very  helpful,  Mr.  Ensley. 

Mr.  Sanders  of  Emmett,  Idaho,  if  you  will  take  the  mike  and  tell 
me,  I  think  that  I  wrote  this  down  right,  you  said  that  you  wondered 
about  the  85-pGrcent  limitation  on  farm  loans.  Would  you  elaborate! 

Mr.  Sanmss.  Yes;  my  greatest  concern,  of  course,  I  go  back  to 
this,  you  have  to  look  at  it  more  personally  than  anyhing  else.  I  know 
that  maybe  this,  this  was  introduced  in  help  for  the  young  farmer,  and 
I  cannot  see,  when  you  are  talking  about  going  beyond  the  85  percent 
or  even  100  percent,  and  with  the  interest  rates  that  we  are  confronted 
with  today  and  the  economy  it  exists,  I  am  just  wondering  if  financing 
100  percent  is  feasible  for  a  man  to  turn  around  and  accept  his  obliga- 
tion and  pay  it  back. 

This  is  my  only  concern  on  that,  because — there  are  other  concerns 
that  I  can  see  in  something  like  that,  too.  If  we  go  beyond  the  85 
percent,  lots  of  times  there  is  an  influence  factor  m>m  people  really 
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that  maybe  do  have  the  powers  of  influence  and  can  trip  something 
that  wouldn't  be  economically  feasible,  you  know,  because  of  hanng 
this  beyond  85  percent.  . 

My  whole  concern  is  that,  let's  not  put  the  man  into  a  positaon  wtoere 
he  cannot  pay  it  back,  because  we  are  all  going  to  be  in  trouble. 

Mr.  Jones  of  Tennessee.  In  other  words,  your  honest  opinion  I8  tm 
with  the  present  law  is  sufficient  to  cover  Federal  land  bank  aiipraiaalsj 
Mr.  SAxnras.  As  far  as  we  are  concerned  in  this  distnct  and  1 
have  to  speak,  of  course,  from  this  district,  I  think  definitely  that 
it  is.  I  think  there  are  many  times  when,  at  85  percent,  it  naiO-y  is 
sufficient,  and  I  go  back  to  so  many  of  our  records  and  it's  very  seldMO 
that  we  even  get  into  that  categoiy  and  we  get  in  that  category  agam 
because  it  is  sound,  if  we  go  as  far  as  85  percent. 

Mr.  Jones  of  Tennessee.  Yet  I  think  we  must  admit  that  all  of  the 
investments  that  have  been  made  in  the  last  good  many  years,  Vm  look- 
ing here  at  an  article  that  appeared  in  U.S.  News  &  World  Report 
on  October  1,  and,  of  course,  everj-body  has  been  talking  about  gold 
and  how  it's  been  doing  and  liow  great  it  was  if  you  had  an  invrttmrat 
in  gold,  but  farmland,  a  $10,000  purchase  of  typical  farmland  m 
1969,  today  is  valued  at  $.31,000,  a  56-percent  gain  in  the  investment 
TTiis  is  the  thing  that  strikes  me  as  something  we  need  to  really  take 
a  serious  look  at. 

What  can  you  buy  today  in  this  country  of  ours  more  valuable  than 
farmland  t 

Now,  the  reason  I  say  this  is,  the  Federal  land  bank  and  loan  is 
not  the  only  outfit,  only  corporation,  lending  agency,  who  raakee  loans 
to  farm  lenders  today.  The  insurance  companies  have  gotten  back 
into  it  in  a  pretty  big  way  in  the  last  good  many  years.  Even  some 
banks  are,  but  more  insurance  companies  than  anyone  else.  From  my 
own  observation,  from  where  I  sit.  I  notice  that  they  are  getting  to 
be  a  little  bit  more  liberal  in  their  appraisal  of  farmland  values  tnan 
they  were  a  few  years  back.  This  is  something  that  strikes  me  bb 
something  we  really  need  to  address  an  issue  to. 

Mr.  Saxders.  Of  course,  I  appreciate  that  and  I  can  see.  I  mean, 
this  is  more  or  less  like  betting  on  the  come.  I  know  that  farmland 
has  appreciated  extensively  in  the  last  fetv  years.  Of  course,  throng 
our  crystal  ball,  who  can  tell  where  it  is  going  from  here.  I  see  bo 
many,  many  places  today  that  are  acquired  and,  really,  tiiey  are  ac- 
(juired  in  maybe  the  sale  of  some  property  in  another  State  or  some- 
thing like  that,  where  in  the  way  that  we  are  looking  at  farm  prices 
today  on  commodities  on  what  we  turn  around  and  produce,  there  is  no 
way  in  the  world  that  I  can  see  where  that,  the  returns  will  ever  retire 
that  piece  of  property-  Of  course,  this  is  a  concern  that  I  have,  more 
than  anvthing  else.  There  is  a  lot  of  free  money  around  and  it's 
money  that  they  have  and  yet  in  some  respects  we  cant  do  it.  There 
is  no  way  in  the  world  that  I  would  say  that,  speaking  personally,  that 
the  price  that  I  can  retire  my  land  at  or  sell  my  land  at,  I  cant  see 
how  the  devil  anybody  could  ever  pay  it  back. 

Mr.  JovEB  of  Tennessee.  I  agree  with  you  100  percent  What  yon 
are  saying  is,  there  is  no  way  to  farm  it  but  of  it! 
Mr.  Sanders.  That's  right." 
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Mr.  Jones  of  Tennessee.  You  are  right.  In  fact,  I  doubt  if  you  could 
oven  pay  the  interest  on  what  you  make  out  of  it. 

Mr,  Sandebs.  You  see,  that's  quite  an  item.  I  mean,  the  interest  on 
any  of  this  stuff.  That's  the  thing  that  has  to  be  paid  first. 
Mr.  JON£H  of  Tennessee.  That's  right. 

Well,  thank  you  very  much.  I  want«3  to  get  you  to  elaborate  a  little 
bit  more  cm  that. 

I  have  a  couple  of  fishing  questions  here. 

Mr.  Niessner,  you  discussed  PCA  considerably  and  I  want  to  ask 
you  a  question  that's  on  my  mind,  the  subcommittee's  mind,  and  has 
come  to  our  attention  a  great  deal.  It's  not  included  in  the  Farm 
Credit  Act  proposal. 

That  is,  as  we  get  over  the  country  and  listen  to  a  lot  of  the  testimony 
we  find  in  some  regi<ms  that  there  is  a  demand  placed  by  those  people 
who  have  testified  Before  us  that  they  would  like  to  see  PCA  expand 
their  loan  from  a  7-year  loan  to  more  years  of  lending. 
What's  your  opinion  on  that! 

Mr.  NiESflNBR.  I  have  some  very  strong  feelings  about  this,  Con- 
gressman Jones. 

First  of  all  in  the  12th  District,  I  don't  believe  we  have  any  problems 
with  expanding  it  beytaid  7  years.  In  fact,  we  know  for  a  fact  that  they 
are  already  muEing  loans  that  exceed  7  years,  through  balloon  pay- 
ments and  so  forth. 

But,  we  are  veir  much  concerned,  as  long  as  they  don't  get  into  the 
real  estate  end  of  it.  If  they  keep  it  to  large  machinery,  sprinkler 
systems,  whatever  th^  need  to  expand  to  in  that  area,  but  I  think 
there  would  be  a  conflict  if  you  would  allow  the  PCA's  to  get  into 
the  real  estate  area. 

Mr.  Jones  of  Tennessee.  You  mean  to  tell  me  the  PCA's  are  not 
in  the  real  estate  business  in  your  territory  ? 

Mr.  Niessner.  You  know  it  and  I  know  it  that  they  are,  but  it's 
mostly  in  the  second  mortgage  end  of  it.  I  am  referring  to  the  first 
mortgage  end  of  real  estate. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  I  appreciate  that. 
I  have  to  admit  I  have  had  a  little  confrontation  with  a  few  of  the 
people  on  the  Federal  board  about  this  problem,  but  T  can't  get  their 
attention  so  far. 

These  fishing  questions  were  very  interesting  to  me  and  they  are 
something  that  I  know  very  little  about,  as  Kon  said  he  didn't  either. 
I  vei7  well  remember  when  the  Weaver  bill  came  up,  when  we  had  the 
hearings,  and  the  serious  demand  of  the  people  out  here  made  for  some 
relief  and  I  am  glad  to  hear  today  that  some  relief  has  been  granted 
in  that  area. 

Mr.  Marlenee,  Mr.  Chairman,  may  I  make  a  comment? 
Mr.  Jones  of  Tennessee.  Yes. 

Mr.  Maki^nee.  You  will  recall  in  our  hearings  that  it  is  very  val- 
uable that  you  people  make  your  wishes  known,  but  if  you  will  recall 
the  meetings,  when  we  first  started  out  on  this,  how  people  were 
scoffing  at  this  particular  concept. 

Mr.  Jones  of  Tennessee.  That's  what  they  called  it,  something  about 
fishing,  wasn't  it? 
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But,  really,  the  people  who  came  to  Washington  really  did  a  good 
job  on  testimony. 

Now,  I  wonldliketoaskyougentlemenin  the  fishing  industry,  what 
impact  really,  as  far  as  credit  goes,  has  the  new  SOO-mile  fishitur  limit 
had  on  the  fishing  industry  here  in  the  Pacific  Northwest!  I  wifl  leave 
it  to  any  of  you. 

Mr.  Caluar  Peterson'.  I  would  like  to  say  one  thing  about  that. 

The  fishing  industry  is  not  just  one  thing,  it  has  many  different 
species,  the  same  as  you  have  many  different  crops  that  you  farm.  One 
of  the  species  in  particular  is  bottom  fish.  Now,  with  the  200-mile  limit 
aaveral  of  the  boat  owners  have  been  inspired  to  build  bigger  boats  to 
catch  more  product.  What  is  happening,  in  effect,  from  a  processing 
and  marketing  point  of  view  is  tliat  in  ine  bottom  fish  species  we  have 
been  able  to  saturate  our  ti-aditional  market.  The  west  coast  of  the 
United  States,  San  Francisco,  Los  Angeles,  Portland^  Seattle,  are  large 
centers  for  consuming  bottom  fish.  Hut  with  the  additional  increase  of 
catch  coming  to  the  shoreline  these  fi-esh  markets,  these  are  fresh  mar- 
ket centers,  nave  been  saturated  with  f I'esh  product.  Now,  we  need  to 
expand  our  processing  operations  into  freezing  operations  so  that  we 
can  freeze  and  preserve  and  export  that  product  overseas,  to  expand 
our  market. 

The  SOO-mile  limit  has  given  us  the  ability  to  have  the  access  to  the 
product  over  the  foreign  fleets,  but  we  need  to  have  expanded  procesB- 
ing  capability  in  order  to  reach  world  markets  with  the  additional 
catch. 

Mr.  Jones  of  Tennessee.  ^Iiile  you've  got  the  mike  let  me  ask  you 
another  (Question. 

You  said,  I  think  you  said  this,  that  you  need  longer  term  financing 
for  buildings  and  ao  forth,  up  to  a  15-year  term. 

Mr.  Calhar  Peterson.  The  former  speaker  spoke  on  that  and  it 
seems  to  me  that  farmland  is  very  much  similar  to  a  need  for  a  dock- 
side  place  to  land  your  product.  You  have  all  the  boats  out  there  in 
world  catching  product,  but  unless  you've  got  a  dock  to  bring  that  on- 
shore for  processing  you  i-eally  don't  have  access  to  that  product.  I 
believe  for  docks  and  for  buildings  under  which  you  can  put  in  pro- 
cessing equipment,  wo  nood  longer  term  financing  to  build  those  docks, 
which  are  very  expensive,  and  those  buildings. 

Mr,  .T0XE8  of  Tennessee.  You  have  been  trading  with  PCA  havent 
youf 

Mr.  C.\i.HAR  Peterson.  We  are  very  new  to  this. 

Mr.  JoNEB  of  Tennessee.  I  know  you  said  you  had  been  in  the  h\m- 
nes6  for  2  years,  but  didn't  yoit  say  you  liked  FCA  and  that  you  had 
been  doing  some  business  with  them,  farm  credit! 

Mr,  Calhar  Peterson.  Yps. 

Mr.  Jones  of  Tennessee.  Through  the  PCA's  ? 

Mr.  Calmar  Peterson.  My  father  has  had  some  financing  of  his 
boat  operation  for  that,  but  not  for  the  plant. 

Mr.  J0NE8  of  Tennessee,  What  I  would  like  to  know,  either  from 
you,  vour  father  or  Mr.  Gunnari,  either  one. 

H.R.  4782  would  allow  the  land  banks,  the  Federal  Land  Banks 
Anaociation,  which  is  one  of  the  three  banks,  to  make  long-term  loans 
for  constniotion  of  docking  and  storage  facilities.  As  far  as  I  know. 
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land  banks  have  not  been  involved  at  all  in  tlie  fishing  industry,  but 
the  PCA's  have  been  making  short  term  and  intermediate  t«rm  loans 
for  ft  long  time. 

Mr,  Calhar  Petbhson.  To  answer  your  question,  we  don't  have 
access  to  that  at  this  time,  to  mv  knowledge. 

Mr.  .Tones  of  Tennessee.  \Ir.  Gunnari,  can  you — now,  I'm  not 
through  with  my  question  though — but  what  I  want  to  know  is,  do 

f'ou  think  we  should  consider  giving  PCA's  this  long-term  loan,  but 
imit  it  only  to  the  aquatic  loan  ?  Mr.  Gunnari,  you  may  have  to  an- 
swer that  question,  since  you  have  been  in  it  longer. 

Mr.  GtJNNARi.  Being  a  PCA  director  in  an  aquatic  PCA,  I  would 
say  that  a  15-year  term  loan  for  iishing  vessels  is  very  adequate,  but 
like  it's  been  brought  out,  land  financing,  building  financing  1  tiiink 
still  should  be  with  the  land  bank. 

But,  Mr.  Peterson  mentioned  machinery  and  equipment.  That, 
again,  comes  under  PCA,  It  would  have  to  work  hand  in  hand.  The 
land  bank  wouldn't  see.  it  profitable  to  give  money  for  land  and  build- 
ings if  they  can't  put  equipment  in  it  and  they  have  to  work  hand  in 
hand  to  see  that  the  venture  is  profitable  in  all  points  and  be  able 
to  pay  off  each  end. 

Mr,  Jones  of  Tennessee.  I^et's  see,  what  have  you  really  told  me? 
You'vegot  me  mixed  up. 

Mr.  GcNNAKi.  I'm  sorry  I'm  so  confusing. 

Mr,  Jones  of  Tennessee.  Let's  go  back  and  see. 

As  far  as  the  lending  of  money  for  the  boats  that  are  concerned, 
the  PCA's  are  great  for  15  years,  right  ? 

Mr.  Gunnari.  This  is  what  T  maintain ;  yes. 

Mr.  Jones  of  Tennessee.  But  as  far  as — and  the  machinery^as  Mr. 
Peterson  alluded  to  t 

Mr.  Gunnari.  That's  right. 

Mr.  Jones  of  Tennessee.  It  would  be  included. 

But,  now,  as  far  as  the  buildings  go  you  would  want  that  to  be 
included  under  the  Land  Bank  Association  ? 

Mr.  Gunnari.  This  is  the  way  the  package  reads,  giving  them  the 
authority  to  go  into  aquatics  and  I  believe  it  would  be  a  very  great  help 
to  the  aquatic  industry. 

Mr.  Jones  of  Tennessee.  I  believe  the  bill  was  written  that  way, 
is  it  not?  Isn't  that  correct?  So  that  would  take  care  of  the  fishing 
industry  in  good  style,  I  guess. 

You  have  no  problem,  now,  with  PCA's  as  far  as  their  lending 
ability  to  the  fishing  industries  concern  ? 

Mr.  GcNNAKi.  We  are  monitoring  that  IS-year  loan  very  carefully. 

Mr.  Jones  of  Tennessee.  And  it's  doing  a  good  job  ? 

Mr,  Gunnari,  It  has  done  a  good  job.  We  are  not  abusing  it.  Mainly 
the  ones  that  we  have  given  out  on  that  have  been  on  brand  new 
vessels  that  have  a  life  expectancy  beyond  the  15  years  and  we  monitor 
it  closely, 

Mr.  Jones  of  Tennessee.  I  guess  if  you  can  get  a  15-year  loan  for 
a  fishing  vessel  you  wouldn't  have  any  objection  to  a  farmer  getting 
a  10- year  loan  for  something  he  might  buy  ? 

Mr.  Gunnari.  There  would  be  a  question.  As  youll  notice,  I  said 
the  life  of  the  equipment 
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Now,  with  your  combine  or  whatever  it  is,  if  it  lasted  10  years,  the 
life  of  the  loan  and  T  think  this  has  a  lot  to  do  with  how  long  a  term 
loan  should  be. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Gunnari. 

Mr.  Marlenee,  do  you  have  any  more  questions  f 

Mr.  Mari^nee.  No  ;  T  don't,  Mr,  Chairman. 

Mr,  Jones  of  Tennessep.  I've  got  one  more  that  I  wanted  to  get  into 
and  I'm  afraid,  it's  almost  12  o'clock  and  I  like  to  quit  on  time  and 
start  on  time,  and  that's  this  insurance  field. 

We  have  had  some  people  who  today  who  have  opposed  the  insnr- 
ance  sales  by  the  Farm  Credit  Administration,  other  than  credit  life. 
I  wanted  to  hear  from  somebody  in  that  regard. 

Could  anybody  who  opposed  the  FCA's  selling  insurance  give  us 
a  quickie  on  that?  I  don't  remember  who  the  gentleman  was — 
Mr.  Tate. 

Mr.  Tate,  would  you  want  to  come  up  for  just  a  moment*  We  won't 
hold  you  to  a  long  statement. 

I  might  say  we  have  had  some  on  your  side  in  other  places  too. 
That's  «ie  reason  I  want  to  hear  from  you. 

Mr.  Tate.  Mr.  Chairman,  I  realize  this  is  n  very  controversial  thing 
and  we  have  discussed  this  with  quite  a  number  of  people  and  I  would 
say  those  that  we  have  discussed  it  with,  particularly  those  that  are 
closely  associated  with  the  business,  they  feel  that  they  probably 
should  have  this  opportunity  to  offer  more  insurance,  right  on  the 
spot,  so  to  speak,  so  that  they  could  facilitate  these  loans.  Howtnrer, 
we  do  feel  that  there  are  a  great  many  mutual  and  cooperative  in- 
surance companies  that  are  in  this  business,  that  is  their  business  and 
we  feel  that  it's  just  not  proi>er  to,  for  another  agency  to  come  in  and 
get  what  amounts  to,  I  guess  I  shouldn't  say  stranglehold,  but  anyway 
they  have  this  opportunity  to  sell  insurance,  by  the  virtue  of  the  fact 
that  the  man  is  there  and  needs  insurance  to  complete  his  loan. 

So  that  was  our  basis  particularly,  that  we  felt  that — in  most  cases, 
there  may  be  some  limited  areas,  in  remote  areas,  where  this  type  of 
insurance  is  not  available  and  ns  I  said  before,  we  wouldn't  object 
really  to  thP  insurance  that's  neceasary,  credit  life,  to  actually  insura 
that  particular  loan. 

I  know  that  there  have  been  some  others  that  agreed  with  us  on 
this,  this  morning. 

Mr.  Jones  of  Tennessee.  How  do  you  feel,  let  me  ask  you  one  other 
(iiiestion.  It's  not  really  relevant  to  this  point,  but  something  that 
this  subcommittee  is  interested  in.  How  do  you  feel  about  the  Fed- 
eral croD  insurance  program  ? 

Mr.  Tate.  Personally,  you  mean?  Whether  it  should  be  expanded! 

Mr.  Jones  of  Tennessee.  Yes.  sir.  The  new  proposal,  H.R.  4119. 

Mr.  Tate.  Yes;  I  think— we  haven't  studied  it  very  thoroughly, 
but  orobably  would  be  basic. 

Mr.  Jones  of  Tennessee.  It  would  cover  the  major  crops  of  the 
countrv,  von  know. 

Mr.  Ta'te.  Yes. 

Mr.  Jones  of  Tennessee.  Thank  vou  very  much,  Mr.  Tate. 

Bid  you  say.  Mr.  Wilson,  Bob  ?  ' 
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Mr.  Wilson,  do  you  want  to  elaborate  for  a  moment  i 
Mr.  Wilson.  Yes. 

Mr.  Jones  of  Tennessee.  I  want  to  get  to  Mr.  Black  for  just  a  min- 
ute, gentlemen,  if  you  don't  mind.  I  want  to  talk  to  him. 

Mr.  Wilson.  Yes;  I  want  to  join  Mr.  Tate  in  expressing  our  opposi- 
tion to  the  expansion  into  the  insurance  business.  We:  think  that  there 
are  plenty  of  services,  now,  that  are  able  to  supply  the  farmers.  This 
would  be  a  duplication  and,  as  you  will  note,  we  submitted  a  sug- 
gested amendment  to  this  bill  which  would  prohibit  them  cutting 
into,  even  continuing  in  the  insurance  business,  except  credit  li£ 
insurance. 

On  the  crop  insurance  bill,  we  opposed  the  crop  insurance  bill  at  the 
time,  because  we  were  fearful  that  this  was  going  to  replace  the  farm 
program.  That  we  were  going  to  have  an  insurance  program  where 
the  farmers  themselves  would  be  paying  for  their  own  farm  program 
and  assuming  all  the  risks  in  agriculture,  and  we  opposed  the  pari 
where  declarmg  farming  a  disaster  area  and  restricting  benefits  to 
them  because  of  the  expanded  crop  insurance. 

Mr.  Jones  of  Tennessee.  But,  you  see,  you've  found  out  now  that 
that's  not  the  case  in  the  Federal  crop  insurance  bill.  It's  different 
than  that.  It  will  replace  disaster,  but  we  have  been  told  that  disaster 
is  over  with  anyway,  we're  not  going  to  have  another  disaster  program. 
Mr.  Wilson.  For  farmers;  but  everybody  else,  I  guess,  will  have 
disasters,  except  farmers. 

Mr.  JoNFa  of  Tennessee.  Oh,  of  course,  everybody  else  will. 
Mr,  Marlenee.  Mr.  Chairman,  if  Mr.  Wilson  would  just  comment  on 
a  couple  of  things  more. 

You  expressed  concern  about  them  offering  casualty  and  property 
insurance,  and  I  understand  there  are  three  programs,  pilot  programs, 
presently  being  operated. 

I'm  sorry,  I  missed  your  testimony.  I  stepped  out  for  just  a  minute. 
Mr,  WiuoN.  Well,  you  know,  we  do  have  Federal  legislation  statute 
which  has  forced  the  banking  industry  to  divest  their  insurance  opera- 
tions and  the  insurance  operations  from  divesting  their  banking 
operations  in  the  nonf  arm  credit  field,  the  regular  banks  and  insurance 
companies.  We  think  this  is  good.  We  would  like  to  see  the  Farm 
Credit  Administration  concentrate  on  credit.  You  have  heard  needs 
here  today  for  programs  for  the  fishing  people,  for  the  international 
trade,  a  lot  of  those  things.  We  would  like  to  see  them  concentrate  on 
providing  that  and  not  worry  about  getting  into  a  field  where  we 
already  have  adequate  service  and  plenty  of  companies.  We  have  more 
rural  insurance  companies  and  mutual  companies,  crop  companies, 
than  the  farmer  actually  needs.  There  are  a  lot  of  them  out  there  and 
we  don't  see  a  need  for  them  to  expand  in  this  field. 
Mr.  Maklbnee.  Thank  you.  Mr.  Wilson. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much.  That's  a  real  good 
statement. 

Mr.  Black,  ran  I  talk  to  you  for  just  a  moment?  You  really  caused  me 
to  recognize  the  fact  that  Idaho  does  some  things  I  wasn't  aware  of. 
I  didn't  realize  that  you  export  and  market  from  40  to  50  percent  of  all 
the  dry  beans  that  are  exported  in  the  country. 
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Mr.  fiiaCK.  We  export  approximately  40  percent  of  our  Idaho  crop 
of  dry  beans  to  foreign  countries ;  basically,  the  pinks  and  pintoes  go 
into  Uie  South  American  and  Central  American  countries. 

Mr.  Jones  of  Tennessee.  That  pink  bean,  you  alluded  to  Puerto 
Kico. 

Mr.  Black.  Yes;  they  are  very  heav^  users  of  the  pink  variety. 

Mr.  Jones  of  Tennessee.  Do  they  grow  it  there  f 

Mr.  Black.  No. 

Mr.  JoNEB  of  Tennessee.  They  cannot  grow  it  there,  but  they  use  itf 

Mr.  Black.  Bu^ 

Mr.  Jones  of  Tennessee.  You  said  that  Brazil  was  the  largest  pro- 
ducer of  black  beans,  but  they  have  a  seed  problem ! 

Mr.  Black.  Their  seed  is  terribly  diseased  so,  therefore,  they  get  no 
production  from  it  any  lon^r.  Idaho  has  historically  been  known  for 
seed  production,  from  which  ne  supply  seed  all  over  the  United 
States,  and  to  a  lot  of  foreign  countries. 

Mr.  Jones  of  Tennessee.  Do  you  provide  black  bean  seed  to  Brazil  t 

Mr.  Black.  Xo;  we  do  noL  This  is  a  program  on  which  we  are 
working  and  hoping  that  we  can  develop  through  the  Idaho  Bean 
Commission. 

Mr.  JoNEB  of  Tennessee.  I  can  understand  what  you  are  talking 
about.  I  have  been  to  Brazil  and  I  have  seen  the  way  they  handle  their 
soybean  seed  over  there,  and  I  can  understand  whv  they  would  have 
scHne  real  problems  in  the  seeds  that  they  would  have  to  reproduce. 

That  ought  to  be  a  good  market  for  you,  because  they  are  a  very 
fast  growing  country.  I  was  not  aware  of  the  fact  that  they  bought  that 
many  black  beans  or  produced  that  many  black  beans. 

Mr.  Black.  It  would  be  a  tremendous  market  for  Idaho,  and  the 
acreaee  that  would  be  consumed  by  the  beans  being  prepared  for  seed, 
would  come  off  of  the  dry  edible  market  into  the  seed  channels,  which 
would  also  strengthen  the  rest  of  the  United  States,  as  far  as  dry 
edible  variety. 

Mr.  Jones  of  Tennessee.  Wliat  ^ou  are  saying  is,  if  H.R.  4782  is 
made  into  law,  that  the  dry  bean  industry  can  correct  a  lot  of  prob- 
lems that  they  have,  from  a  prolitwise  standpoint? 

Mr.  Black.  Very  definitely. 

Mr.  Jones  of  Tennessee.  You  could  get  into  the  maiketing  of  this 
bean  seed  yourself  1 

Mr.  Black.  Yes.  Go  direct  rather  than  through  large  exporting 
companies. 

Mr.  Jones  of  Tennessee.  Very  good.  Thank  you  very  much;  I  ap- 
preciate your  statement. 

Gentlemen,  we  will  adjourn  until  1 :30. 

[Whereupon,  the  subcommittee  recessed  at  12  lOS  p.m.,  to  reconvene 
at  1  -M  p.m.] 

afternoon  session 

Mr.  Jones  of  Tennessee.  The  Subcommittee  on  Conservation  and 
Credit  will  come  to  order  and  we  will  begin  the  hearing. 

This  afternoon  we  are  divided  into  two  sections.  The  first  section 
would  be  in  relation  to  farm  credit  and  the  second  section  will  relate  to 
conservation. 

The  first  witne.ss  is  Mr.  Robert  Thompson.  Diamtmd  Fruit  Growers, 
Hood  River,  Oreg. 
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STATEMERT  OF  ROBEBT  M.  THOXFSOH,  SIAMOn)  FRUIT 
OHOWEBS,  IHC. 

Mr.  Thohfsox.  Mr.  Chairman  and  members  of  the  subcommittee, 
thank  you  for  permitting  me  to  have  this  time  in  front  of  your  orga- 
nization. 

My  name  is  Robert  Thompson.  I  am  the  president  of  Diamond  Fruit 
Growers,  whose  world  headquarters  is  Hood  River,  Oreg.  I  am  the 
senior  management  executive  of  this  agricultural  co-op  which  was 
established  in  1913,  The  cooperative  is  composed  of  approximately  240 
member  fruit  producers.  It  is  a  processing  and  marseting  organiza- 
tion and  handles  production  from  central  enstem  Oregon,  southwest 
Washington  and  southwestern  Idaho. 

The  principal  products  handled  by  Diamond  Fruit  Growers  are 
Bartlett  pears,  winter  pears,  several  varieties  of  apples,  cherries,  and 
plums.  We  are  the  largest  Anjou  producing  pear  marketer  in  the 
world,  and  in  addition  to  packing  fresh  produce,  operate  a  major  can- 
nery for  our  membership. 

Our  tonnages  exceed  $100,000  of  processing  product  a  year.  Our 
pales  are  in  excess  of  $.'10  million. 

Diamond  Fruit  Growers  is  an  extensive  exporter  of  fresh  and 
processed  products  to  many  foreign  markets.  During  this  past  year 
our  fresh  produce  exports  have  been  significant  into  the  following 
locations ; 
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This  is  about  20  percent  of  our  total  fresh  production. 

The  fniit  industi^-  is  a  representative  portion  of  this  country's  ag- 
ricultural production  and  one  that  is  growing  every  year.  Our  latest 
projection  of  member  production  tonnage  indicates  an  ever-expanding 
marketing  responsibility.  Our  export  function  is  a  very  important, 
profitable  and  attractive  marketing  part  of  our  member  service,  which 
we  plan  to  continue  expanding  in  the  future. 

For  a  great  number  of  years  Diamond  has  utilized  only  the  banks 
for  cooperatives  system  and,  more  specifically,  the  Spokane  Bank  for 
C"oor>era(ive3  for  all  of  its  short-  and  long-term  financing.  We  have 
found  this  system  to  be  very  competitive  with  other  lending 
institutions. 
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At  the  present  time  we  have  an  equity  of  $1.5  million  in  the  Spokane 
Bank.  We  feel  that  with  such  a  close  relationship  to  one  banking  in- 
stitution, and  such  a  significant  equity  in  the  organization,  Diamond 
Fruit  Growers  is  extremely  anxious  that  the  bank  for  cooperatives 
expand  its  services  to  provide  additional  exporting  support.  At  pres- 
ent, because  of  its  limitations,  we  are  required  to  use  outside  lending 
institutions  for  such  things  as  letters  of  credit,  receivable  payment 
insurance  and  drafts. 

The  banks  for  cooperatives,  Federal  land  banks  and  associations, 
Federal  intermediate  credit  banks,  and  production  credit  assodations 
are  all  a  part  of  the  Farm  Credit  System,  of  which  I  know  joa  are 
aware,  but  they  also  provide  approximately  65  percent  of  the  borrowed 
funds  used  by  farmer  cooperatives. 

Cooperative  marketing  associations,  such  as  Diamond  Fruit 
Growers,  are  comj>eting  with  every  other  agricultural  fruit  handling 
organization  in  this  country,  and  it  seems  inconsistent  to  us  that  the 
Farm  Credit  System,  which  is  so  widely  used  by  cooperative  or^- 
nizations,  in  support  of  farmer  activities  should  be  unable  to  provide 
all  of  the  services  required  by  its  borrowers. 

So,  on  behalf  of  Diamond  Fruit  Growers  and  the  considerable 
number  of  members  who  make  up  this  organization,  I  Btnmgly  rec- 
ommend that  the  legislation  which  has  been  introduced  as  the  Farm 
Credit  Act  amendment  of  1979  be  favorably  enacted  upon  at  the  ear- 
liest possible  legislative  opportunity. 

In  addition  to  this,  Mr.  Chairman,  I  would  like  to  toss  just  a  couple 
of  personal  observations  out,  which  follow  the  discussions  we  lud 
this  morning. 

There  was  discussion  r^arding  the  possibility  of  the  well  running 
dry.  In  the  capacity  that  I  operate,  I  nave  to  be  particularly  carefifl 
and  observant  of  money  markets  and  how  they  respond.  I  really 
believe  that  the  money  markets  are  generally  capable  of  expanding 
to  meet  the  demand  that  exists  for  their  product  and  perhaps  maybe 
this  morning  we  were  discussing  more  who  would  do  the  lending 
rather  than  whether  or  not  there  was  something  to  lend. 

In  addition,  in  respect  to  the  assistance  that  I  am  referring  to  when 
I  speak  of  financial  services  in  exporting,  I  do  not  see  these  tunctiona 
as  capital  intensive,  but  rather  are  services  that  co-op  banks,  based  on 
their  past  performance,  can  undoubtedly  furnish  my  firm  at  lower 
costs  than  we  now  must  pay  and  protuibly  in  a  more  expeditious 
manner. 

Thank  you.  gentlemen. 

Mr.  JoxBs  of  Tennessee.  Thank  you  very  much  and  we  will  no  doubt 
question  you  a  tittle  later. 

The  next  witness  is  Mr.  Dixie  Kiddle,  Inland  Farmers,  Spokane, 
Wash. 

Mr.  Riddle,  we  appreciate  the  fact  that  you  have  taken  the  time  to 
be  here  and  you  may  proceed. 

8IATEMEHT  OF  DIXIE  L.  KIDDLE,  IHLAKD  FA1UCEX8,  DTC. 

Mr.  Riiu>LE.  Thank  you,  Mr.  Chairman  and  members  of  tbe 
subcommittee. 


ly  Google 


617 

My  name  is  Dixie  Lee  Riddle.  I  am  a  farmer  in  partnership  with 
my  brother.  We  farm  1,600  acres.  Diversified;  cattle,  wheat,  peas, 
barley  and  hay.  I  will  speak  from  a  farmer's  standpoint.  I  am  presi- 
dent of  Inland  Farmers,  Inc.,  Spokane  j  chairman  of  the  Advisory 
Committee,  Spokune  Bank  for  Cooperatives;  a  member  of  the  board 
of  directors  for  Cenex;  and  a  farmer  in  the  local  area.  I  appreciate 
this  opportunity  to  present  the  farmer's  views  concerning  the  H.R. 
4782,  the  Farm  Credit  Act  Amendments  of  1979. 

Inland  Farmers  is  a  local  cooperative  in  Spokane  servicing  both 
agricultural  members  and  nonagricultural  members  with  supplies, 
primarily  petroleum,  fertilizer,  feed  and  miscellaneous  haniware 
items.  Inland  Farmers  has  assets  in  excess  of  $3  million  with  sales 
volume  of  $5  million  and  is  predominantly  agricultural.  We  have  four 
thousand  members;  of  that  number,  1,500  are  producer  members  or 
farmers.  A  lot  of  those  are  part-time  farmers. 

For  Cenex,  I  represent  four  States:  Washington,  Oregon,  Idaho, 
and  Utah.  Cenex  is  in  14  States,  headquarters  being  in  St.  Paul. 

With  sales  in  excess  of  $1  billion,  assets  over  $400  million  and 
service  of  450,000  farm  families,  Cenex  is  basic  in  manufacturing 
petroleum  products  with  a  wholly  owned  refinery  at  Laurel,  Mont. 
This  is  part  of  our  commitment  to  furnish  farmers  in  the  Northwest 
with  their  petroleum  and  fertilizer  needs. 

To  keep  our  cooperatives  financially  sound  and  providing  the  serv- 
ices we  need  on  the  farm,  we  need  to  reduce  the  requirements  that 
80  percent  of  the  members  be  farmers  to  60  percent  to  Keep  us  eligible 
to  borrow  from  the  bank  for  cooperatives. 

There  was  a  time  when  there  were  quite  distinct  urban  and  rural 
areas.  This  situation  has  materially  changed,  and  on  the  fringes  of 
urban  areas  and  well  into  agricultural  areas  we  find  rural  residents 
with  very  limited  or  no  commercial  farming  interest.  Companies, 
which  at  one  time  were  organized  entirely  for  farmers,  find  their 
customers  are  neighbors  whose  primair  interest  is  to  live  in  a  rural 
area  and  not  be  farmers.  The  suburbs  m  different  configurations  also 
expand  from  the  population  centers  and  at  times  engulf  what  was 
formerly  the  agricultural  territory  of  the  farmer-organized  and 
farmer-served  cooperatives. 

As  urban  and  suburban  areas  have  expanded,  people  moving  to  the 
countiT  from  town  with  little  or  no  commercial  farming  interests, 
we  find  our  local  cooperatives  effectively  providing  goods  and  services 
to  these  people  was  well  as  our  farmer  members.  This  nonproducer 
business  covers  part  of  the  company's  overhead  and  allows  the  co- 
operative to  buy  in  larger  lots  to  obtain  better  prices,  both  of  which 
help  reduce  the  cost  of  these  goods  to  me.  Therefore,  companies  like 
Inland  Farmers  welcome  a  limited  amount  of  nonproducer  business. 
Other  cooperatives  in  the  Northwest  are  in  the  same  position  as 
Inland  Farmers  are,  serving  a  broader  area  than  they  have  m  the  past. 
They  are  in  a  position  to  make  services  and  products  available  to 
nonfarm  cooperative  members  at  a  reasonable  cost,  so  are  benefiting 
a  much  larger  segment  of  our  population  than  just  farmers. 

This  additional  business  makes  our  local  cooperatives  more  efficient 
and  effective  than  they  otherwise  might  be. 

This  amendment  will  still  insure  the  farmer's  control  of  his  coopera- 
tive as  was  the  intent  of  the  Farm  Credit  Act  of  1971. 
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I  feel  very  strongly  about  the  benefit  of  the  Farm  Credit  System 
to  the  profitability  of  my  own  farm.  That  is  why  I,  along  with  other 
farmers,  have  substantial  investments  in  our  cooperatives  and  why 
I  borrow  from  the  Federal  land  banks  and  production  credit  asso- 
ciations. One  of  the  important  features  of  the  Farm  Credit  System 
is  the  availability  of  funds  at  reasonable  rates. 

At  our  local  cooperative,  we  have  found  the  Spokane  Bank  for 
Cooperatives  to  be  an  excellent  source  with  lower  interest  rates  than 
we  are  able  to  get  elsewhere.  Regional  cooperatives  such  as  Cenex 
require  large  sums  of  money  to  finance  inventories  and  accounts  re- 
ceivable; usually  seasonal  money.  Term  money  is  required  to  finance 
building  projects  and  acquire  basic  inputs  for  our  local  cooperatives 
at  reasonable  costs.  The  bank  for  cooperatives  provides  the  best  source 
of  borrowed  capital  available. 

There  are  currently  81  classified  as  farm  supply  cooperatives  in  the 
Spokane  Bank  for  Cooperatives  system.  From  this  group  those  associa- 
tions that,  if  present  population  trends  in  rural  areas  continue,  might 
have  eligibility  problems  in  the  next  decade.  Tlie  bank's  analysts  shoire 
35  Cenex  companies  or  42  percent  of  the  bank's  present  supply  com- 
pany borrowers  are  in  this  category.  They  further  conclude  that  11  will 
not  have  a  problem,  8  are  now  marginal  and  16  companies  will  not 
qualify  at  the  end  of  10  years.  Interestingly,  voting  control  is  held 
by  farmers  in  each  of  the  companies.  The  lowest  percentage  of  farmer 
voting  members  is  83  percent  and  19  of  the  companies  have  100  per- 
cent nirmer  voting  requirements.  The  problem  ari.ses  as  stated  above 
in  member  versus  nonmember  business.  Nine  of  the  companies  have  a 
member  business  percentage  from  51  percent  to  59  percent,  7  from 
60  percent  to  69  percent  .pnd  the  remaining  19  from  70  percent  to  90 
percent  member  business.  In  the  same  areas,  there  are  Inree  existing 
companies  that  have  recently  applied  for  financing  but  are  ineligible 
because  the  50  percent  member  busines.s  requirement  cannot  be  met. 
but  the  need  remains  for  farmers  in  the  area.s  to  have  the  service. 

Alternate  financing  would  be  provided  by  conventional  commercial 
banking  sources  at  generally  higher  rates  because  of  their  breader 
services  and  usual  limitations  regarding  term  and  facility  financing 
which  do  not  meet  the  needs  of  conventional  term  loan  requirements. 

The  oxDoi-tise  provided  by  the  Hank  for  Cooperatives  is  not  available 
from  nny  otJier  source.  The  stnff  deals  only  with  our  kind  of  business 
and  if  we  need  assistance  in  evaluating  capitalization  alternatives, 
pre.sentable  analysis  on  proposed  facilities,  and  or  other  proposals  that 
might  be  peculiar  to  a  cooperative,  the  bank  staff  is  always  ready  to 
help  ua.  We  do  not  want  to  lose  that  source,  of  advice  and  counsel. 

As  a  farmer  doing  business  with  my  local  cooperatives,  Inland 
Fanners  and  regionalcooperatives  (CENKX)  who  both  borrow  from 
the  bank  for  cooperatives  and  both  have  ownership  in  this  banking 
system,  it  is  my  money  being  used  in  facilities  and  products.  Mt 
farmer's  ownership  in  Inland  Farmers  is  in  excess  of  $17,000.  Inland 
Farmers  has  ownership  in  excess  of  $6,5,000  in  the  bank  for  coopera- 
tives. 

I  have  three  boys  who  are  interested  in  farming.  The  Farm  Credit 
System  is  important  to  our  farm  operation,  and  the  amendments 
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proposed  to  the  1979  act  will  help  make  the  system  of  more  benefit  to 
my  boys  and  others  who  are  interested  in  agriculture  to  come. 

Mr.  JoN£S  of  Tennessee.  Thank  you  very  much,  Mr,  Riddle,  we 
appreciate  the  time  that  you  have  taken. 

The  next  witness  is  Mr.  Delbert  Moore,  a  farmer  from  Colfax, 
Wash. 

Mr.  Moore,  we  are  glad  to  have  you.  Appreciate  your  being  here  and 
you  may  proceed. 

STATEMEin  OF  SELBEBT  HOOBE,  FAKHEK,  WHITUAH  COUHTT, 
WASH. 

Mr.  Moors.  Thank  you,  Chairman  Jones  and  Congressman  Marlenee. 

This  is  a  short  text  I  have  for  you.  For  clarity  and  for  continuity 
I  would  like  to  be  able  to  go,  basically,  verbatim  from  my  copy. 

With  me  ia  Mr.  Ed  Hoffman  of  the  Whitman  County  Growers, 
manager  of  the  Whitman  County  Growers. 

Mr.  Jones  of  Tennessee.  Mr.  Hoffman,  you  are  welcome  and  we  are 
glad  to  have  you  too. 

Mr.  MooRE.  My  name  is  Delbert  Moore.  I  farm  and  ranch  in 
Whitman  County,  in  the  State  of  Washington  and  have  done  so  for 
the  past  80  years,  operating  approximately  2,700  acres,  raising  wheat, 
lentils,  dry  peas,  barley  and  cattle. 

I  am  a  member  of  the  LaCrosse  Grain  Growers,  the  Wheat  Growers 
of  Endicott,  the  Whitman  County  Growers  and  the  Oakesdale  Grain 
Growers,  and  I  look  to  the  Federal  Land  Bank,  the  PCA  and  indirectly 
to  the  Bank  of  Cooperatives  for  operating  moneys, 

I  am  delighted  to  supply  testimony  for  your  Subcommittee  on  Con- 
servation and  Credit,  and  I  thank  you  for  making  yourselves  available 
for  this  input.  This  procedure  is  indeed  a  strong  arm  of  the  American 
democratic  process. 

I  have  produced  dry  peas  and  lentils  for  the  past  21  years  and  have 
worked  actively  in  our  Washington  Association  of  Dry  Pea  & 
Lentil  Producers,  Inc.,  for  the  promotion  of  these  commodities. 

I  am  addressing  the  following  thoughts  to  the  amendments  that 
provide  for  the  export  financing,  overlapping  into  some  of  the  others. 

The  proposed  amendments  have  been  a  long  time  in  coming,  but 
implementation  I  sincerely  hope  is  at  our  doorstep.  The  producers  of 
dry  peas  and  lentils  have  looked  to  this  type  of  progressive  action 
for  correction  of  inherent  inequities  in  our  current  marketing  system. 
Dry  peas  and  lentils  are  indigenous  to  a  relatively  small  area  in  the 
United  States.  Ninety-five  percent  of  all  dry  peas  and  lentils  pro- 
duced in  our  conntiy  are  grown  here  in  an  area  approximately  35 
miles  wide  by  100  miles  long.  What  is  particularly  unique  about  this 
truth  is  this  is  hilly  or  steep  farmland.  Immediately,  of  course,  in  the 
minds  of  the  dedicated  conservationists  comes  a  thought  of  soil  ero- 
sion in  this  type  of  terrain. 

Gentlemen,  we  do  have  a  problem  with  soil  erosion  and  it  has  been 
a  serious  problem  when  summer  fallow  is  a  regular  part  of  our 
farming  rotation.  However,  since  peas  and  lentils  have  been  grown 
in  our  areas,  summer  fallow  has  been  nearly  eliminated  and  soil 
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erosion  has  been  drastically  reduced,  and  will  continne  to  be  so  as 
long  as  peas  and  lentils  can  be  grown  profitably,  bat  eomrtimes  profit 
is  hard  to  come  by.  However,  farmers  have  planted  these  crops,  realiz- 
ing that  the  only  benefit  from  that  crop  may  be  from  roliiced  soil 
erosion  while  a  chain  of  manipulators  took  these  crops  of  peas  and 
lentils  and  traded  and  retraded  before  the  ultimate  consumer  felt 
that  he  paid  too  much  and  the  producer  received  too  little. 

I  would  direct  your  attention  to  the  written  testimony  of  Mr,  Ed 
Hoffman,  manager  of  the  Whitman  County  Growers,  for  unpUfica- 
tion  of  this  particular  thought. 

Now.  how  does  this  relate  to  what  we  are  addressing  ourselves  to 
today,  "We  export  60  percent  of  our  peas  and  70  percent  of  our  lentils 
and  are  dependent  upon  those  in  this  system  to  create  an  equitable 

grice  to  the  grower.  Realistically,  can  we  assume  that  this  is  theii 
rst  objective  and  let's  not  be  naive.  We  must  take  care  of  our  own 

The  proposed  amendments  to  the  Farm  Credit  Act  of  1971  are  very 
important  to  the  growers  of  peas  and  lentils  in  this  era  of  volatile 
prices.  The  grower  is  very  closely  allied  with  his  coo^ratives  and 
has  confidence  in  this  step  of  marketing.  Our  cooperatives  are  very 
closely  allied  with  the  hank  of  cooperatives  and  have  confidence  in 
this  relationship.  It's  logical,  then,  is  it  not  for  this  ^stem  to  pro- 
vide the  nccps^arj'  means  to  consummate  a  final  sale  of  conunodities. 

The  Federal  land  banks,  the  Production  Credit  Association  and 
the  banks  of  cooperatives  have  been  created  with  great  foresight  for 
the  farmer's  financial  needs  to  date.  Now.  they  make  this  proposal 
to  broaden  their  lending  capabilities  in  the  interest  of  the  Janerican 
farmer.  This  is  sound  and  this  is  timely.  This  will  provide  a  new  con- 
fidence to  the  growers  of  peas  and  lentils.  We  must,  have  these  crops 
to  help  our  conservation  practices.  Since  we  export  heavily  from  this 
supplv  we  help  our  balance  of  payments  with  cash  dollars.  We  will 
be  filling  a  void  that  seems  to  be  attracting  foreign  presence  in  a 
sensitive  area  of  our  national  economy.  The  banks  of  cooperatives 
are  perfectly  structured  with  an  indepth  understanding  of  the  grow- 
ers and  cooperatives  needs  to  fill  this  gap  in  our  marketing  system. 

Gentlemen.  "A  straight  line  is  the  shortest  distanoe  Mtween  two 
points.''  This  law  of  physics  is  also  applicable  to  the  farmer*s  economy. 
We  can  strengthen  the  rural  economy  of  our  land  and  added  impetos 
to  a  vitally  important  institution,  our  banks  of  cooperatives,  by  pro- 
viding for  direct  export  sales. 

Thank  you  for  your  consideration  of  this  testimony,  gentlemen, 
and  thank  you.  again,  for  coming  and  you  have  made  it  a  pleasure 
to  be  here, 

Mr.  .TnsTS  of  Tennessee.  Thank  you.  Mr.  Moore^  Mr.  HoffmUL,  do 
you  have  a  statement! 

Mr.  HoFFKAV.  I  don't  have  anything  to  add.  but  T  would  be  glad 
to  answer  questions  later  on. 

Mr.  JoxEe  of  Tennessee.  Let-  me  ask  you  this.  There  is  a  prepared 
Htatement  here  by  vou.  Is  it  the  same  as  Mr.  Moore's  statement? 

Mr.  HomiAx.  ??o :  that  is  fnipplemental  to  Mr.  Moore's  statement, 

Mr.  JoKzs  of  Tennessee.  If  there  is  no  objecdon,  then,  we  will  maka 
it «  part  of  our  record. 
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Mr.  HoFFHAH,  All  right. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Hoffman  follows :] 


Members  of  tbe  committee,  I  am  writlDg  witli  regard  to  the  proposed  leglsla- 
tloii  whicli  would  autborlie  export  flnancinx  and  aerrlcliiK  for  farmer  coopera- 
tives. Uur  cooperative  Is  located  In  Whitman  County,  Washington  and  ware- 
houses wheat,  barley,  peas  and  lentils  lor  920  farmer  members.  These  members 
are  anxious  for  their  local  cooperative  to  make  salee  of  peas  and  Imtlls  directly 
to  the  foreign  buyer. 

During  the  past  year  this  organization  has  embarked  on  a  new  enterprise 
which  Is  processing  peas  and  lentils.  As  our  farmers  sell  their  "field  run"  peas 
and  lentils  to  us  we  make  contractual  agreements  with  various  brokers  or  ex- 
porters to  deliver  tbe  commodity  In  processed  form.  Upon  shipment  of  a  oon- 
tnict  in  September  we  discovered  that  onr  lentils  had  been  bought  and  sold  four 
more  times  aod  that  ultimately  the  shipment  was  destined  for  Algeria.  Export- 
ing directly  to  Algeria  would  bypass  these  middlemen  and  their  margins  could 
be  passed  on  to  the  farmer. 

I'eas  also  have  direct  export  capabflltleB.  In  our  farming  area  a  new  variety 
1b  being  produced  which  is  especially  desirable  to  tbe  Japanese  consumer.  Last 
April  we  were  contacted  by  a  Japanese  Importing  Ann  expressing  an  interest  in 
purchasing  this  commodity  directly  from  our  cooperative.  This  is  a  new  market 
and  It  would  be  advantageous  for  our  farmers  to  capture  it. 

Whitman  County  Growers,  Incoriwrated  is  unable  to  provide  the  beneflts  to 
its  members  outlined  In  the  above  examples.  The  major  deterrents  are  the  credit 
risk  with  foreign  buyers  and  the  risk  of  foreign  exchange  losses.  Many  banks 
are  able  to  provide  services  which  minimise  or  ellminttte  these  problems.  Our 
bank  which  is  the  Spokane  Bank  for  Oooperatlves,  is  prohibited  by  law  from 
helping  us  in  this  manner.  If  the  proposed  legislation  ts  passed  our  own  bank 
could  make  direct  exporting  a  reality  for  Whitman  County  farmers. 

Thank  you  for  yonr  consideration  and  interest. 

Mr.  Jones  of  Tennessee.  The  next  witness  is  Mr.  Richard  Wilcox, 
secretary  of  the  Oregon  Cooperative  Council,  Gresham,  Oreg. 

Welcome,  Mr.  Wilcox,  you  may  proceed. 
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1^  iMBi  li  Uck  Wlleoi.     I  aa  pt«**atlT  th*  HxaeuCIva  Saeratarf  at  th*  t%' 
rteulcural  CooparaCtv*  Council  af  Oragon  ana  a  CooaulCanC  to  Cta*  Graihan 
CeoptraClva,     I  wai  th*  awoagar  of  Che  Craahwi  Cooparatln  far  twoBt^-fli* 
•  until  mf  ratlraaant  at  the  and  of  1977.      The  Council  la  a  Crad*  aiaoc- 

o(  about  4S  local  cooparatlvaa ,  thraa  aajoc  fara  arganlutloai,  and 
ral  regional  cooparaCIvai  larvtng  local  coopacaclvaa   In  tba  State  of 

ludad  In  cha  Council  aandiarahlp  ara  tba  Spokaoa  tank  far  Coop- 
1  the  Federal  Land  Bank  Otfleea  In  aragon,  and  aaoy  of  tba  Ptv 
It  Aaieclat'ona  In  Oregoo.  Creahaa  Cooparaclv*  !•  a  local  (ara 
aratlve  vhlch  I*  located  In  «bat  ha*  bean,  mtll  Tecentlr,  a  pra- 
■gTlcultural  area  aurcoundlng  Craahaa,  Oraioo,  about  caantr  Ktlaa 
land.  I  appreciate  thli  opportunity  to  preaent  taattaoaf  coo- 
■  Bill   KR-t7BZ,   the  rara  Credit  Act  itaiendMDta  at  1>7V.  1^ 

tn  be  divided  Into  tw>  part*:  Flrac,  In  ratbar  broad  taraa,  I 
n  behalf  of  the  Agrleultvel  Cooperattva  CoodcII  of  (kagoa  aa 
n  the  Aaeodaenti,  and  the  Dead  for  thaa,  and  aecead,  and  aora 
cltlcallv,  will  be  mr  peraonil  teielaony  on  behalf  of  Graabaa  Cooparact*«, 
of  eiperleoce  a*  their  Benagar  In  a  far^as  area  faced  itltb 
log  urbanlaadon.  Tbla  will  focui  on  the  prepoaad  tmma^tBt 
r.;uIr«Bnt  (or  (araar  aaelxTihlp  tn  caoi>CTit!>ce  allglbla  to 
a  ^aoka  for  Cooperaclm,  T>e  praaant  requlroant  la  BOt 
,   exfcpt  rural   atlltcle*.  wtwr*  It   li   701.     Tba  propoeal  le  ca 


nci:  ot  C««goe  li  ii 
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of  Houit  Bill  I«-478Z,   Cha  Fara  Credit  Act  Anantaanci  of  1979,      Tha  purpoaa 
of  the  amendtMRCi   Is   Co  updaca   tha  aarvlca*  of  tha  Fadaral  Land  Bank*,   Cha 
na,    and  the  Banka  for  Cooparatlvei   to  aaat  tha 
if  Che  fanaara  and  cooparatlvaa  that  borrow  froia 
•tat  BaBbara  of  cha  Farm  Credit  Sricen  provide  an 
Co  Cha  faraar*  and  ttialr  cooperative*   ChroughouC 
of  Oregon,  and  va  faal  that  It  t*  nacaaaarr  that  ve  continue  to 
chey  need  to  do  Cha  Job  we  have  coa*  to  espect 

Agrlcaltural  Cooperative  Oooncll  of  Oragon  ur|ai 
lupport  of  Rouae  Bill  HIt-47S2. 


jcclon  Credit  Aaaoclatl 
Ing  and  changing  nee da 


and  vital  aervli 


Wa  believe  thai 


uld  like  DOH  CO  turn  your  attaoctoD  apacIfleattF  to  the  pTopaaad  a' 
that  vould  loaar  tha  requtcananc  for  faraar  namliarahlp  In  ec 
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D  bornMf  fron  the  Bank*  for  Cooperative* 
to  renenber  throughout  Che  fallowing  disc 


of  long  acanding  require  cooperative*  Co  do  ■ 
tilth  noD-menbera  and  that  a  cuacoaer  Ii  not  a 
vlth  all  the  requIrencDCS  of  acnbershlp  and  t 
laponilblltclas  of  nabershlp,  such  as  C 
Ight  to  ahare  In  the  profits  of  the 


■aoclat 


m  CO  601. 

with  BSBbera  than 
■a  ha  has  eoa^IIad 
1  ell  tha  privllagaa 
iota  and  hold  office 
Probably  Cha  noac 


nt  requlrcinant  for  Daabarthlp  In  a  farmer  cooperative  li 
a  producer  of  agricultural  produce*.  All  of  Cbl*  la  not  likely 
a  problem  Co  narkatlng  cooparatlvaa , 
rioua  problea  to  many  far>  aupply  cooperative*  In  Oregon,  eapactally 
■at  cltlea  or  BatropDlICan  areaa.  I  have  no  doubt  that  this  1*  Crue 
out  the  nation.  To  store  fully  undaracand  the  natura  of  chaae  problaiia 
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mad  hoH  cha  adopclon  of  thli  partlculw  saandiaDC  would  balp  Co  solva  chaaa 
problems,   I  uould  Ilk*  to  Call  rou  tana  of  cha  hlitorr  of  Cha  GraataaB  Coop- 
craCIve  and  cha  coounlty  IC  aarvai  and  hov  wa  tuva  itrugglad  In  racane  7*ari 
to  iMlncalo  our  oliglblllcr  to  borrow  froa  cha  Spokana  Bank  far  Qiaparattvaa. 
GraahiH  Cooparaclva  li  a  prtna  axaaple  of  Cha  aCfacci  of  urbaDliattoo  of  Ita 
trading  araa  on  a  facn  ceoparattva. 


GT-caham'i   trading  area  la  ganarallf  coaaldaTOd 
northarn  Clackamaa  countlai,  atratchli«  wait  tc 
lladta   to  Cha  baaa  of  Mt.   Hood,  and  north  to  at 
Clackanai  rlvcra.      Agrlculcuca  conaiiCi 
caotratad  fanna  ralalng  priBarlly  acrn 
nuraary  atoek.     Uhan  I  airlvad  In  19}3, 
than  3,000  people,  Cha  co-op  «aa  daallog  acrid 
about  $200,000  In  annual  voliiM,   a  high  percani 
batwaen  Giaaham  aod  t>OTtlind.     the  co-ep  experl 
until   t96S  vhcn  It  borrowed  funda   froB  the  Spokana 
built  new  faclllttaa  at  a  new  location  at  what  uaa 


eaac  froa  Portlaad'a  eltj 
Lth  froa  cha  Coloibla  Co  cIm 
tvaljr  aaalt  aod  bl^ar  coo- 
cana  barriai,  vagatablaa  and 


■all  t 


of  laa 


d    ■■■    dOlDB 

era  llvli^ 


Ir  wlch  faraara,  ai 
iga  of  It  vtth  far 

lanced  aodeaC  but  aCaadr  srastli 
'  Cooper at Ivaa  and 
I  aaac  adg*  of  (kuh- 


1.     At  chat  cliaa  He  war*  Che  fine  and  only  bualneaa  on  either  aid*  of  Che 
craat  between  two  lUln  Choroughfarat.      Ac  that   tine  wa  war*  aclll  doing  wtc- 
ully  alt  of  our  buslnaai  with  farmari,   and,  we  ChoughC  we  had  an  Ideal   lo- 
itlon  to  continue  doing  Juac  that. 


In  the  eacly  lavenclei  Che  urbanliaclon  of  Che  a 
cha  nld  taventlea  Ic  saa  going  full  icaam  and  I* 
All  of  thla  haa  had  a  dranatlc  affect  on  the  co- 


la  began  Id  aamatc  aad  by 
iCllt  Boing  BCroog    tn  1979. 
>,  buc  not  altogathar  In  Che 
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■aniur  ona  night  azpect.  Thar* 
land;  the  City  of  Greahaa  hu  vi 
popuUcloD  of  ouar  30,000;  cha  atn 
other  builMiaat  on  hath  lidaa;  i 
la  nou  coverad  wlch  hoaai,  aparti 
on  cha  good  aida.  It  baa  raanltai 
part  tin  fanara  «ith  aaall  acr< 
and  other  faellltla*  ara  not  ava: 


■ow  DO  fama  bannao  Craahaa  and  Port- 
axpandad  iti  booDdarlaa  and  oow  haa  a 
:  Che  co-op  la  oo  la  now  filled  with 
I  lot  of  pracloua  and  valuabla  fani  land 
I  aaphalt.     Howavar 

[aa  bayond  tha  city  llnlta  irtwra  aawara 


,  coodonlDlia 


In  the  BeaDtlma,  bacauaa  of  Ita  faclllclaa,  location,  and  aarvlc*  to  Ita  naa- 
bari  the  butloaaa  voluw  of  Cha  Graahaa  CooparaClva  continued  to  grew  at  an 
aatoundlng  rata,     Ua  aoaa  raalind  that  unlaaa   aeaa  draatlc  acclon  imb   taken, 
H*  Hera  faat  approaching  the  tlaa  whan  nsn-naBbec  bualnaaa  could  orarcoaa  our 
DBiftMr  bualnaaa  and  our  vhola  atatua  aa  a  fanaar  cooparativa  aa  wall  aa  our 
eligibility  to  borrow  fron  tha  Spokane  Bank  for  Cooparatlvea  would  b*  In  jeop- 
ardy.    Tha   fitat  daclalon  tba  Board  of   Urectora  Bade  at  that  tine  waa   Co  aa- 
tabllah  Che  policy  Co  nalnCaln  tha  cooperatlva'a  acaCua  aa  a  farnar  coopara- 
Clve  aa   long  aa  hunanely  poaalble.      The  aaeond  daelalon  vaa  to  make  an  all  out 
effort  to  algn  up  new  manbar*,  with  apeclat  aiaphaala  on  tha  new  influx  of  pare 
tloM   famra,  «fao,   up  until  Chac  tlaa,   had  bean  virtually  Ignored  a*  far  aa 
nemberahlpa  were  concerned.      The  retult  haa  bean  graClfylog,  bringing  In  over 
2,000  fully  qualified  ntw  na^Mrs  over  the  laat   five  year*   and  ralalng  tha  nan- 
ber  bualnaaa  to  a  mora  comfortable  iVL. 


In  cha  maancln*  bualneaa  volina  aa  vail 

aalet  voluma  will  be  nearly  $&,000,000).      Hon  producer 

■ak  hou  they  could  becoTue  a  maaber  In  IncTaaalng  nunbara.      A  ayacem  w 

wharebye  auch  cuatomar*  could  algn  up  aa  what  w*  called  "qualified  no 


(1979 
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Thli  aani  that  Lbtj  hav*  all  Cha  righti,  prlvilagai  and  TaapoulbiltcUa 
of  a  nanibar  aicapt  tlw  right  to  vote  and  hold  o£flca  In  tba  cuoparactv*. 
Tbmj  ibara  to  lh«  profit*  and  c«G«lva  pattonaga  rafonda  on  chair  pucebaaaa, 

■  folly  quallflad  Mabar.     Va  hava  baaa  avaad  by  eha  locaraac 
■hown  by  our  ctcy  fElooda  Id  thla  typa  of  "na^iarahlp" ,  havlnt  al(iiad  op 


r  600  qualtftad  non-ia 


Id  about  1^  yaac*.     Wa  ara  IooUd(  fcnwrd  t 


I  right  to  voca  ao  thay  can  ba  claaalflad  as 
naabaci.      Tha  naln  raaaon  wa  hava  Dot   ii  bacauaa  ot  tha  affaet  It  Bight  ha«« 
on  our  allglMlltr  to  borrow  fren  tha  Baoki   for  Cooparatlvaa .      If  tha  60K 
provlilon  vare   to  ba  adopted,    It  would  parstt  thli  to  ba  dona  whlla  itlll 

B  tha  voting  control  In  tba  hand*  of  producara  of  agrtcultiral  prod- 
uct*.    Wa  ballav*  tha  Ctaabaa  Cooparatlva   1*  typical  of  what   la  bappanlpg  to 
■any  cooparativa*  In  tha  northifatt  and  In  tha  nation  who  ara  faead  vlch  tha 
thraat  of  urbaaltatlon.     Cooparativa*,  Ilka  any  bualnaa*,  auat  coDtlmn  to 
■cow  to  aaet  tha  avar  axpandlng  naad*  of   tbait  cnatOMTa,  or  tbay  wilt  •• 


vantually  a 

Ithar  and  dla. 

bara-ovad 

or,   at  taait. 

Tha  Agrleul 

tural  Cooparatl 

for  «hoa  t 

a>  prmtagad  t 

rar>CT*dI 

ndlfy  othaca,  and  giant  ■ 

Crtdlt  Sy.t 

..that   it  will 

Tha  Fadtra 

Land  Bank*,   aM 

*ar«a  tha  c 

ooptr.tlv..  and 

raapond  to 

any  quaatlou*. 

I  that  tand  Co  a 
:h  ■•  paailbla. 


t  chl*  gcimth  ahottld 


:va  Council  ot  Oragon  and  Cba  Oraahaa  CcopOTatlf , 
taattfy  today,  both  ballava  chat  01-4782,  cIm 
if  1979,  would  lanava  aoaa  ot  Chaaa  r«*tcl«tl««aa 
h  additional  tight*  and  authority  to  tha  Fata 
laka  It  poialbt*  toe  tha  Bank*  for  CoaparatlTW, 
ind  tha  Production  Cradlt  Aaaoclatlona  to  bactar 
ch*  InmiTM  of  >aarlca,     I  would  ba  plaaaad  Co 
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Mr.  Jones  of  Tennessee.  Thank  vou,  Mr.  Wilcox.  It's  a  good  state- 
ment and  we  appreciate  it  vet?  much. 

The  next  witness  is  Mr.  Albert  J.  Treiber  of  Ephrata,  Wash. 
Welcome,  Mr.  Treiber,  we  are  delighted  to  have  7011. 
You  may  proceed. 

STATEKSHT  OF  ALBEST  J.  TSEIBER,  XOBTHWEST  UTESTOCK 
PXOBUCnOH  CSEDIT  ASSOCUTIOX 

Mr.  Tbeibeb,  Thank  vou,  Mr.  Chairman. 

I  am  Albert  J.  Truber,  director,  Northwest  Livestock  PCA.  I  also 
serve  on  the  PGA  National  Committee  as  the  representative  of  the 
12th  farm  credit  district  FCA's. 

My  brother  tmd  I  own  and  operate  a  cattle  and  grain  ranch  at 
Ephrata,Wash. 

Speaking  on  behalf  of  Northwest  Livestock  and  other  PCA*8  of 
the  12th  farm  credit  district,  I  want  to  thank  you  for  the  mportmiitT 
to  appear  here  today  to  express  our  views  concerning  ILR  4782,  the 
Farm  Credit  Act  Amendments  of  1979. 

On  a  personal  basis,  the  Farm  Credit  System  has  been  veir  good  for 
me  and  my  family  and  we  are  deeply  committed  to  it.  My  fauer  was 
a  charter  member  of  Northwest  Livestock  PCA  and  without  the  finan- 
cial help  that  he  received  our  ranch  would  not  have  survived  the 
depression  of  the  1930's.  The  system  has  continued  to  supply  financing 
needed  so  that  my  brother  and  I  are  able  to  keep  the  family  ranch  going 
and  meet  the  needs  of  the  future.  We  are  proud  to  be  members  of  an 
association  and  system  that  is  wholly  owned  by  the  fanners,  ranchers 
and  fishermen  it  represents.  It  is  also  very  satisfying  to  be  able  to  come 
to  you  and  ask  for  legislation  that  will  not  cost  the  U.S.  Government 
any  money. 

I  might,  if  I  may,  Mr.  Chairman,  submit  the  rest  of  my  written 
statement  and  digress  from  it,  just  to  make  a  few  comments. 

Most  of  the  pomts  in  regard  to  the  various  issues  in  the  amendment 
act  have  been  pretty  weH  addressed  and  pretty  well  covered  by  knowl- 
edgeable people  in  our  system  and  I  am  very  proud  that  we  have 
director  involvement  among  all  three  banks  in  our  svstem  here  and  as 
you  have  seen  today,  farmers  and  directors  from  all  aspects,  the  land 
bank,  the  PCA,  the  bank  of  cooperatives  have  been  here  to  testify.  We 
are  not  all  a  bunch  of  professional  testifiers,  but  we  are  just  farmers 
trying  to  give  you  our  message. 

I  think  that  as  a  member  of  the  PCA  National  Committee  and  as 
a  member  of  our  12th  district  advisory  committee  for  the  past  6  years, 
I  have  been  involved  personally  in  seeing  and  working  on  the  legisla- 
tion that  has  come  to  this  point.  The  thing  that  I  would  like  to  empha- 
size to  you  is  that  the  major  proposals  in  our  request  and  in  this 
legislation  come  from  the  grassroots,  even  the  things  that  we  found 
and  were  proposed  from  among  our  membership,  several  years  ago, 
some  of  them,  and  finally  are  coming  to  the  point,  now,  that  we  can 
see  that  they  may  be  enacted  and  the  reasons  for  the  requests  are  t^X 
well  founded,  as  you  have  heard  today. 

One  other  thingthat  I  would  like  to  address  myself  to  is  the  abilil^ 
and  authority  for  PCA 's  to  sell  insurance.  There  has  been  a  little  oppo- 
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sition  to  it  today,  but  I  would  like  to  make  the  point  that  this  anthority 
was  given  to  the  PCA,  it^  in  the  Farm  Credit  Act  of  1971  under  tlie 
related  service  part  of  it,  and  that  PCA's  are  not  in  tiie  insurance 
business,  we  have  not  formed  insurance  companies.  We  merely  are 
trying  to  give  a  service  to  our  member  borrowers.  Now,  if  this  service  is 
competitive  to  other  agencies  or  other  groups  we  dont  feel  bad  about 
that.  What  we  are  trying  to  do  is  to  do  the  best  job  we  can  pooibly 
do  with  the  least  possible  cost  to  our  member  borrowers.  I  tiiink  that  in 
the  12th  district  here  the  major  insurance  program  that  we  have  is 
related  to  the  credit  life  program,  but  even  at  that  I  believe  that  only 
46  percent  of  our  membership,  now,  takes  credit  life  from  their  PCA's. 
There  is  some  crop-hail  sold  in  some  areas,  but  it  is  not  a  major  pro- 
gram in  the  district.  But  I  do  defend  the  right  that  the  PCA's  should 
be  able  to  give  this  service.  I  think  that  is  a  good  service  and  it  cer- 
tainly is  a  service  that  is  made  available  to  our  member  borrowers,  but 
is  not  in  any  way  forced  on  them.  As  a  director  I  can  assure  you  that  we 
police  that  very  closely.  We  have  speciiic  rules  and  regulations  that 
govern  our  management  people  and  we  made  this  service  available  to 
our  members,  but  if  they  can  get  the  same  service  elsewhere  for  less 
cost,  more  power  to  them. 

As  a  personal  instance,  although  I  have  been  a  member  of  Northwest 
Livestock  for  most  of  my  life  and  director  the  last  12  years,  my  brotiier 
and  I  only  recently,  within  the  last  few  years,  went  into  the  credit 
life  insurance  program  with  the  PCA  and  it  was  simply  economics. 
Up  until  that  point  I  didn't  have  much  gray  hair  and  had  a  little  more 
hair  than  I  have  right  now,  so  the  premiums  were  less  through  a  pri- 
vate agency.  But  as  we  got  a  little  older  we  are  now  able  to  get  that 
insurance  at  a  lesser  premium  through  our  PCA.  So  it's  simply  just 
good  business  and,  I  think,  a  good  service. 

I  think  that  point  and  the  tact  that  whole  act  has  or,  at  least,  the 
major  portion  of  the  act  has  come  from  the  grassroots.  A  fact  that  I 
would  like  to  impress  upon  vou. 

I  do  hope  that  your  subcommittee  will  look  upon  this  legislation 
favorably  and  act  upon  it  at  an  early  opportunity,  because  there  are 
many  things  in  there,  in  areas  of  credit  that  will  certAinly  help  all  of 
us  and  be  a  great  help  to  all  the  system,  whether  it  be  the  PCA,  land 
bank  or  bank  of  cooperatives.  Our  aim  is  the  same  in  that  we  are 
trying  to  do  the  best  job  we  can  for  American  agriculture. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you.  Mr.  Treiber,  for  a  very  good 
statement.  Because  you  summarized  your  statement,  your  entire  pre- 
pared statement  will  be  placed  in  the  record. 

[The  prepared  statement  of  Mr.  Treiber  follows:] 


Mr.  Chairman  and  memberB  <it  tbe  Ruboommlttee.  I  am  Albert  J.  Treiber, 
Directar,  Northwest  Livestock  PCA.  I  aim  serve  od  the  PGA  Nsttonal  Oom- 
mlttee  ae  tbe  representative  of  tbe  12th  Farm  Credit  District  PCAs.  Hy  broOer 
and  I  own  and  operate  a  cattle  and  icraln  ranc4i  at  EiArata,  WaBhinstoiL 
SpeakfDK  on  behalf  of  Northwest  Urestock  and  the  other  PGA'e  of  On  IStb 
B^nn  Credit  District,  I  want  to  thank  yon  for  the  opportnnltr  to  appear  bere 
todar  to  eipress  onr  views  concerning  H.B.  4T82,  the  Farm  Credit  Act  Ammd- 
ments  of  1979. 
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On  a  peraonal  tiaBls,  the  I^nn  Credit  sratem  haa  been  very  good  for  me  and 
my  family  and  we  are  deeply  committed  to  It.  My  fatber  was  a  charter  member 
of  Northwest  Livestock  PCA  and  wltbont  the  flnanclal  belp  that  he  rec^ved, 
oar  ranch  would  not  have  auirlved  the  depression  of  tbe  ISSO'a.  The  system  has 
continued  to  supply  tbe  financing  needed  so  that  my  brother  and  I  are  abl« 
to  keep  the  family  ranch  going  and  meet  the  needa  of  the  foture.  We  are  proud 
to  be  members  of  an  association  and  gyBt^n  that  Is  wholly  owna]  by  tbe 
farmerB,  ranchers,  and  flshennen  that  It  represents  It  Is  also  very  aatlsfylag 
to  be  able  to  come  to  you  and  ask  for  legislation  that  will  not  cost  the  U.S. 
government  any  money. 

'Hie  credit  needs  of  American  agriculture  have  changed  great  deal  since  my 
father  and  hla  fellow  farmers  started  with  their  PCA  In  19S4  and  the  Farm 
Credit  Act  of  19TI  brought  about  many  of  these  needed  changes  to  the  Farm 
Credit  system.  Now  It  is  time  to  further  refine  that  act  with  HR  4782,  the  Farm 
Credit  Act  Amendments  of  197B  and  I  ask  for  your  support 

While  I  am  a  PCA  Director  and  do  address  my  remarks  to  those  Items  con- 
cerning PCAs,  I  am  well  aware  that  ours  Is  a  cooperative  system  and  I  sujwort 
those  efforts  of  the  Federal  Land  Bank  and  Bank  for  Cooperatives  to  obtain 
cbanges  that  will  help  better  serve  their  membm.  I  thinir  the  aim  is  the  same 
for  all  of  us  and  that  is  to  better  serve  agriculture. 

The  request  to  finance  processing  and  marketing  actlvlUes  of  farmers  by 
FLBe  and  PCAs  has  been  brought  about  by  the  effort  of  today's  farmer 
to  extend  his  operation  closer  to  the  point  of  consnmptiou,  thereby  Improving 
both  bis  marketing  practice  and  Income.  An  exam^de  la  my  own  area  In  the 
Columbia  Basin  Is  among  the  potato  growers  and  fmft  growers.  It  take  a  great 
deal  of  capital  investment  to  build  the  necessary  processing  plants  and  storage 
facilities.  By  being  able  to  process  his  own  production  and  the  productltm  of 
other  bonaflde  farmers,  he  is  able  to  make  feasible  that  capital  investment.  I 
think  the  same  thing  will  come  into  being  with  the  coming  of  the  catcher- 
processor  vessels  of  our  fishermen  members.  It  Is  not  lotended  that  FLBb  or 
FCAs  would  finance  cooperatives  or  increase  competition  In  areas  served  by 
cooperatives.  Each  Farm  District  Board  will  establish  specific  policies  In  this 

Our  "farmers  of  the  sea"  were  Included  In  the  Farm  Credit  Act  of  19T1  but 
some  of  the  lending  authority  by  the  Farm  Credit  system  to  them  was  over- 
looked. This  Includes  the  authority  of  FICBs  to  dlsconnt  the  aquatic  loons  of 
other  financial  Institutions,  aquatic  cooperatives  to  borrow  from  the  BCs,  and 
FLBb  to  provide  real  estate  mortgage  loans  to  flsbennen.  The  inclusion  of  these 
measures  will  simidy  provide  equal  treatment  by  the  system  to  producers  and 
harvesters  of  aquatic  products. 

In  summary,  I  would  like  to  say  that  the  legislation  proposals  In  HB  4782 
came  from  within  the  Farm  Credit  System  as  the  result  of  a  great  deal  of  woA 
and  desire  to  better  serve  our  member  borrowers.  Due  to  my  Involvement  as  a 
PCA  board  member,  a  member  of  the  12th  District  PCA  Advisory  Committee  and 
the  National  FCA  Committee,  I  am  pleased  with  the  legislation  we  are  proposing. 
I  linow  first  hand  this  leglBlation  has  come  from  tbe  grass  roots  starting  in  my 
local  PCA  board,  our  district  AdvlBory  Committee,  the  District  and  Federal 
Board. 

Thank  you. 

Mr.  Jones  of  Tennessee.  The  next  witness  is  Mr.  Robert  Stuhl- 
miller,  Washington  State  Farm  Bureau. 

Mr,  Stnhlmiller,  we  welcome  you,  we're  glad  to  have  you.  You  may 
proceed. 

STATEHERT  OF  SOBEBT  STUELHZIXER,  WASHHTOTOIT  STATE 
FASH  BUBEAU 

Mr.  Stdhlmiller.  Chairman  Jones,  Congressman  Marlenee,  it  is 
my  privilege  to  appear  before  you  today  representing  Washington 
State  Farm  Bureau.  I  am  the  immediate  past  president  of  that  or- 
ganization here  in  the  State.  I  have  been  asked  to  present  this  state- 
ment on  behalf  of  the  organization. 
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Let  me  just  digress  to  saj  that  I  am  an  active  farmer,  in  the  Bear- 
don-Edwail  area  which  is  about  20  miles  west  of  where  we  are  today, 
a  dryland  grain  operation  out  there. 

I  want  the  subcommittee  to  be  fully  aware  that  Farm  Bureau  sup- 
ports the  original  purpose  and  role  of  the  Farm  Credit  System  and 
the  role  that  it  plays  in  the  development  of  our  agricultural  industry. 
The  future  stability  of  agriculture  is  dependent  upon  an  adequate 
source  of  dependable  credit. 

In  fact,  if  I  remember  my  Farm  Bureau  history,  we  have  always 
stated  with  pride  that  the  passage  of  the  Rural  Credit  Act  and  eetab- 
lishment  of  the  Intermediate  Credit  Banks  were  among  the  earliest 
of  Farm  Bureau  legislative  accomplishments. 

I  would  like  to  quote  from  Farm  Bureau  policy. 

Agrlcnltnrai  and  farm  forest  credit  needs  are  changlnK  and  growliig.  Wmnnna 
and  ranebera  need  a  variety  of  credit  facilities  to  finance  operatlac  expenaea 
and  the  purchase  of  farm  equipment,  motor  vehicles  and  facilities.  There  la  a 
growing  need  for  farmers  to  borrow  money  from  nongovemmeDtal  sonrcsa  mi 
the  secarit;  of  commodity  collateraL 

Farm  Burean  encourages  the  non-goverament  8un>llers  of  agrlcultnral  credit, 
especially  those  snipers  which  are  owned  by  farmers  and  ranchers,  to  pro- 
vide credit  services  to  meet  these  needs.  We  favor  keeping  the  cooperative  credit 
system  for  the  need  of  bona  fide  farmers  and  ranchers  only. 

We  recommend  that  the  Farm  Credit  Syslem  not  ofTer  financially  related  werr- 
Icee  where  adequate  services  are  available  to  borrowers  from  other  estab- 
lished BOuroeo.  We  will  propose  changee  in  the  farm  credit  laws  that  will  pro- 
hibit farm  credit  Institutions  from  Belling  property  and  casualty  lumniice. 

The  proposed  changes  in  the  Farm  Credit  Act  are  so  important 
to  the  entire  agricultural  economy,  they  require  a  great  deal  of  study 
and  review.  We  are  not  saying  no  to  the  propos*^  amendmente,  bat 
asking  to  what  degree  do  we  extend  the  services  of  the  Farm  Credit 
System. 

We  qiiestion  the  authorization  for  creation  of  the  FCA  insurance 
companies,  when  there  seems  to  be  little  justification  for  the  partici- 
pation of  the  Farm  Credit  Administration  in  collateral  insurance 
programs. 

I  am  sure  the  cooperative  Farm  Credit  System  feels  that  their  loans 
to  farmers  and  rancners  must  be  protected  Uirough  adequate  insuranoe 
programs.  We  recognize  that  as  sound  business  practice,  but  I  believe 
there  is  an  adequate  number  of  private  insurance  carriers  to  provide 
the  needed  coverage.  The  argument  might  be  pre.sented  that  the  service 
could  be  provided  on  a  contractual  basis.  I  believe  the  district  may  have 
that  authority  already,  from  the  1971  act.  The  amendment  on  incor- 
poration of  system  service  entities  authorizes  the  organization  of  a 
corporation  to  provide  the  service.  This  ia  much  more  far  reaching. 
The  borrower  might  f oel  pre.ssured  to  purchase  his  insurance  from  hu 
lending  institution.  While  under  today's  situation  the  borrower  has 
the  opportunity  to  select  the  company  which  he  believes  will  provide 
the  necessary  coverage  and  adequate  servicing  at  the  most  reasonable 
cost 

I  understand  the  goals  of  the  Farm  Credit  System,  as  it  relatee  to 
credit  related  services,  states  services  might  be  available  in  some  dis- 
tricts and  not  in  others,  according  to  the  local  need.  We  appreciate  iba 
philosophy  of  allowing  the  districts  to  pick  and  choose,  but  once  an 
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organizatioii  was  structured  there  would  be  pressure  by  one  district 
OD  another  to  participate  in  the  entire  program.  Thoae  prf^rams  might 
be  SO  broad  as  to  eventually  include  nealth  and  disability  insurance. 

We  consider  the  legislative  proposal  on  export-import  financing  to 
be  far  reaching,  but  reo^nizing  the  importance  of  agricultural  exports 
to  insure  a  sound  agricnltural  economy. 

We  believe  the  agricultural  producer  would  be  better  represented  in 
the  marketplace  if  cooperatives  would  handle  directly  the  sale  of 
commodities  to  the  foreign  buyer.  Again,  I  would  like  to  quote  Farm 
Bureau  policy : 

CooperatlTes  slionld  lucreaae  titeir  share  of  export  sales  to  enhance  membor 
Income,  We  encoarage  and  will  work  wltli  regional  coopentlYeB  (o  Improve  tbelr 
marketing  Btrensth  by  derelopiiiK  direct  exiwrt  capabilities  tbrough  mergers  and 
Joint  effort  wltb  other  cot^wratlves.  This  capabilltr  should  Include  (he  abUity 
to  finance  faculties  and  iDveatorles  for  direct  expoK  marketing  to  compete  witb 
the  large  interaatlotwl  marketing  films. 

We  raise  the  question  of  the  feasibility  of  the  Banks  for  Coopera- 
tives  mvesting  in  foreign  agricultural  institutions  or  servicing  opera- 
tions. Several  Dad  experiences  with  foreign  operations  could  seriously 
impede  the  credit  system  ability  to  have  adequate  resources  to  fulfiU 
their  role  in  financing  agricultural  operations.  Could  the  Bank  for 
Cooperatives  better  serve  their  member  cooperatives  by  establishing 
correspondent  relationship  with  foreign  banl^  or  banks  doing  business 
in  foreign  countries. 

Mr.  Chairman,  the  proposed  changes  merit  a  complete  review  by  our 
membership  through  our  policy  development  program.  I  am  sure  some 
of  the  proposals  will  receive  considerable  discussion  and,  therefore, 
we  ask  that  Congress  will  delay  consideration  of  the  amendments  until 
after  the  first  of  the  year. 

Thank  you. 

Mr.  JoNxs  of  Tennessee.  Thank  you  very  much,  Mr.  Stuhlmiller. 

We  have  been  asked  before  to  delay  the  consideration  of  the  farm 
bill  by  members  of  the  Farm  Bureau  until  after  the  first  of  the  year. 

Mr.  Dick  Graves  of  Valley  Trout  Farms,  Buhl,  Idaho,  is  the  next 
witness.  Then  my  list  shows  we  will  be  concluding  with  Mr.  Roy 
Gunnari,  who  is  supposed  to  come  back  and  talk  about  insurance  for 
a  moment.  My  list  shows  he  is  the  last  witness. 

Is  there  anyone  else  here  who  has  something  they  would  like  to  say 
on  credit  I  We  will  be  glad  to  listen  to  you. 

Mr.  Graves.  Mr.  Chairman,  I  would  like  to  make  two  statements 
as  part  of  my  testimony.  One  statement,  which  I  will  read,  of  Mr.  Ken 
Ellis,  who  is  president  of  U.S.  Trout  Farmers  Association.  The  other 
one  will  be  a  statement  on  my  own  Valley  Trout  Farms. 

They  are  both  short  statements. 

Tlie  first  statement  is  on  behalf  of  Mr.  Ken  Ellis,  who  is  president 
of  the  r.S,  Trout  Farmers  Association. 

STATEHENT  OF  EEnSETH  ELUS,  FEESIDERT,  IF.S.  TBOUT  FABMEBS 

ASSOCIATION,  fkesehted  bt  dick  OBAVES 

Mr.  Gr.\%-eb,  As  a  farmer  of  an  aquacultural  commodity,  the  rain- 
bow trout;  as  an  owner  of  two  feed  mills  which  have  the  capacity  of 
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producing  feeds  for  several  different  types  of  liTestock,  and  as  a  iep~ 
resentative  of  an  orji:anization  which  numbers  over  2.500  fatmns, 
I  believe  that  I  should  make  some  general  statements  abont  aboot 
this  legislation.  H.R.  4782. 

We,  within  the  industrj',  are  well  aware  that  we  are  only  a  fledging 
within  the  agricultural  community.  Nevertheless,  we  are  not  a  new 
breed  of  farmer.  History  indicates  that  aquacultore  farming  and 
harvesting,  in  controlled  and  noncontroUed  aquatic  envinuunentB,  is 
thousands  of  years  old.  yet  it  has  been  only  within  the  last  two  decades 
that  our  industry  has  become  rec<^nized  as  an  additional  viable  and 
essential  food  producer. 

The  reasons  for  this  tardy  recognition  are  many,  bnt  a  eoaple  of 
them  should  be  mentioned  at  this  lime. 

First,  the  industry  has  not  taken  an  active  role  in  developing  its 
own  market  identification  and  values,  basically  because  it  has  been  so 
busy  in  developing  its  commodity — technologically,  ecolc^cally,  and 
economically. 

Second,  the  ability  to  obtain  short-term  and  long-term  capital 
and  operating  financing  has  been  severely  limited  due  to  the  la^  of 
information  and  knowledge  on  the  industry's  needs,  and  on  the  vkhta- 
tion  of  the  industry's  resources.  This  lack  has  affected  the  ability  of 
the  financing  community  to  assist  the  aquaculture  indastn[^  growth. 
Therefore,  the  financing  has  been  limited  to  the  known  qualitiee  of  the 
borrower  and  has  not  reflected  the  conditions  and  viability  of  the 
industry. 

With  the  advent  of  legislation  known  as  the  Farm  Credit  Act  of 
1971,  some  of  the  risk  nements  became  less  significant  and  eriticsl 
to  the  participating  financier.  This  change  was  attribntable  to  Hn 
fact  that  the  aquacnltural  farmer  and  his  product  were  being  lecc^- 
nized,  through  statute,  for  what  it  really  was,  an  industry  which  pro- 
duced an  agricultural  commodity.  Thus.  Icndere  servicing  tiie  uni- 
cultural  community  were  a  little  less  hesitant  to  make  loans  to  fish 
farmers.  But  there  is  still  some  relutance  on  the  part  of  tin  conuner^ 
cial  lender  to  finance  an  aquaculture  endeavor. 

This,  therefore,  is  the  reason  why  I  believe  that  our  indastrr 
^ould  support  this  newest  legislation,  the  Farm  CrAlit  Act  Amend- 
ments of  1979.  Your  efforts  to  clarify  the  original  intent  of  the  1871 
act,  and  to  redefine  the  total  agricultural  community  is  very  commend- 
able and  it  is  essential  to  the  agricultural  health'and  well-bdng  of 
our  country  and  that  of  the  world. 

We  are  already  ver^  appreciative  of  the  support  and  centain  gnid- 
ance  which  these  participating  banks,  credit  associations,  and  systems 
have  provided  the  aquaculture  industry.  We  furdier  believe  that  tllis 
If^slation  will  enhance  this  cooperative  relationship  to  the  benefit 
of  the  financing  community  and,  }ust  as  importantly,  to  the  benefit  of 
the  American  consumer. 

STATEHEITT  07  BICEAIID  I.  OBATES,  TAII2Y  TKOTTT  FASKS,  nrC., 
BUHL,  IDAHO 

Mr.  Gra%«8.  Hr.  Chairman,  my  name  is  Dick  Graves  and  I  am  vice 
president  and  financial  manager  of  Valley  Trout  Farms,  with  head- 
quarters at  Buhl,  Idaho.  Our  company  is  in  the  business  of  producing 
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rainbow  trout  for  distribution  throughout  the  United  States  and 
Canada. 

I  am  a  former  employee  of  the  Farm  Credit  System,  having  worked 
for  Southern  Idaho  Production  Credit  Association  for  8  years  prior 
to  joining  the  Valley  Trout  organization.  I  am  well  acquainted  witii 
the  system  and  the  direct  benefits  that  it  offers  to  the  agricultural 
community. 

Our  primary  interest  in  these  amendments  is  to  clarify  that  we,  in 
the  trout  industry,  are  classified  as  either  fish  farmers  or  producers 
or  harvesters  of  aquatic  products  as  far  as  the  Federal  Land  Banks 
arei  concerned. 

Valley  Trout  Farms,  Inc.,  has  an  excellent  relationship  with  ite 
primary  lender,  Southern  Idaho  Production  Credit  Association,  at 
Gooding,  Idaho.  We  obtain  our  short-term  operational  credit  from 
these  people.  We  also  have  had  to  borrow  all  of  our  long-term  capitjU 
funds  from  them,  on  a  short,  intermediate-term  basis  due  to  the  reloc- 
tancy  of  the  Federal  Land  Bank  to  become  involved.  We  believe  that 
some  of  the  reluctancy  has  been,  in  part,  due  to  the  Federal  Land 
Bank  not  having  clear-cut  direction  in  lending  to  trout  farms.  By 
this,  I  mean  that  according  to  the  Farm  Credit  Administration's  own 
definition : 

A  producer  or  harvester  of  aquatic  prodnctB  Is  a  persoD  or  perBona  engaged 
In  production  or  harvesting  of  aquatic  products  for  enonomlc  gain  in  open  waters 
under  uncontrolled  condidoas. 

Our  PC  A  and  the  Federal  Intermediate  Credit  Bank  in  Spokane  has 
accepted  us  at  regular  farmer  status,  which  we  appreciate. 

We  are  part  of  an  industry  that,  in  1979,  will  gross  nationwide  from 
all  sales  over  $100  million  in  revenue. 

In  Idaho,  the  trout  industry  will  exceed  $50  million  of  gross  sales 
this  year.  This  exceeds  the  gross  sales  of  the  sheep  industry  in  the 
State  of  Idaho,  and  positions  the  trout  industry  in  second  place,  be- 
hind only  the  cattle  industry,  in  revenues  derived  from  meat  sales. 
Our  industry  has  had  a  very  positive  impact  on  the  economy  of  the 
State  of  Idaho  and  will  contihue  to  make  that  type  of  contribution 
providing  proper  and  adequate  financing  remains  available. 

We  support  the  proposed  amendments  in  H.R.  4782  to  the  Farm 
Credit  Act  of  1971.  This  is  positive  and  constructive  legislation  that 
will  help  keep  America's  a^culture  production  No.  1  in  the  world 
and  head  us  up  the  road  toward  economic  viability  tomorrow. 

Mr.  Chairman,  I  would  be  pleased  to  respond  to  any  questions  that 
yon  or  vour  subcommittee  might  have. 

Mr.  Jones  of  Tennessee,  Thank  you  very  much,  sir. 

When  we  finish  vrith  all  our  witnesses,  we'll  call  you  hook. 

As  far  as  I  know,  as  I  said  earlier,  Mr.  Gunnari  is  the  only  man 
left  on  Farm  Credit. 

Mr.  Gunnari,  are  you  here?  We  would  be  glad  to  hear  you  again. 

8TATEHEHT  07  ROT  OimNABI,  SOUTHEBK  IDAHO  PBODTTCnOH 
CBEDIT  ASSOCIATION 

Mr.  Gunnari.  Mr.  Chairman,  Al  Treiber  covered  my  defense  of 
the  insurance,  pretty  well,  except  that  I  should  bring  out  that  I 
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don't  know  if  anybody  has  ever  tal^n  into  consideration  Maiine  In- 
eurance,  which  is  a  verr  difficult  type  of  insurance  and  quite  hArd  to 
get,  for  the  fact  that  a  broker,  manv  timee,  Iws  to  farm  ont  one  Tpoiky 
to  six  or  seven  companies  before  they  will  take  ihB  irisk.  It  seems  to 
Die  that  any  insurance  company,  noting  that  the  PCA's  have  ^5 
million  in  aquatic  loans  in  this  district  might  consider  that  they  are  a 
good  risk  to  the  PCA,  they  would  be  a  ^ood  risk  to  the  insnrai^ce 
companies  and  might  adequately  bid  on  insurance,  otiier  PCA  ves- 
tiels,  thriB  allowing  us  a  fraction  smaller  insurwice  premium. 

Myself,  I  pay  over  $15,000  a  year  in  raemiums  and  just  one-tenth 
of  a  percent  would  mean  a  lot  to  me.  I  was  looking,  hoping,  into 
the  future  that  someday  maybe  a  PCA  could  render  this  service  to  our 
aquatic  borrowers. 

Thank  you. 

Mr.  JoNBS  of  Tennessee.  Thank  you  very  much,  Mr.  Onnnari.  We 
will  bring  that  to  their  attention  and  see  if  we  can  use  any  persuaiDon 
on  that  suDJect. 

Gentlemen,  that  concludes  all  of  the  credit  witnesses  on  the  list 

Mr.  Mairlenee,  do  you  have  any  questions! 

Mr.  Masleneb.  Yes,  I  do  have  a  questicm. 

Mr.  Jokes  of  Tennessee.  If  the  witnesses  will  come  back  to  the  front 
seat,  then,  well  entertain  a  few  questions. 

Mr.  Mari^n£e.  Mr.  Kobert  Stuhlmiller,  representing  Farm  Bureau 
for  the  State  of  Washington,  was  it  i 

Mr.  Stuhlmiller.  Yes,  sir. 

Mr.  Marlenss.  On  the  second  to  the  last  paragraph  of  yoar  state- 
ment you  said: 

We  raise  the  qoefitioD  of  feaatbilltr  at  banks  and  cooperative  Investtng  In 
foreign  agricultural  instltntions  or  aervldng  operational.  Beveral  bad  ezpeil- 
encea  with  foreign  operations  could  BeriouBl^  impede  the  credit  BTHtem  abllltr 
to  have  adequate  resources  to  fulfill  their  role  of  financing  agricnltaral  opna- 
tions. 

Do  you  have  any  specific  examples  that  you  could  give?  This  is  a 
general  feeling,  a  general  perception  that  you  have  ? 

Mr.  Stuhlmiller,  It's  basically  a  general  perception,  Congress- 
man, because  we  feel  that  there  is  not  necessarily  an  endless  supply  of 
dollars  to  tjie  system  and  if  it  would  lose  dollars  one  place  there 
wouldn't  be  dollars  to  fulfill  that  need  possibly  from  anotner  source. 
Does  that  make  sense  ! 

Mr.  Maslekee.  That  was  just  a  general  concern  you  were  express- 
ing without  any  documentation  or  without  any 

Mr.  Stuhlmiller.  Well,  it's  a  new  area  for  the  Banks  for  Coopera- 
tives to  be  moving  into  and  when  you  move  into  a  new  area  there  is 
risk  and  our  feehng  is  that  this  needs  to  be  looked  at  rather  closely, 
even  though  as  you  saw  from  our  statement  there  we  do  support  ex- 
pansion into  export  markets. 

Mr.  Marlenee.  Thank  you,  Mr.  Stuhlmiller. 

No  question  for  the  moment,  further  questions,  Mr.  Chairman. 

Mr.  Jones  of  Tennessee.  All  right:  I  have  very  few  myself  for  this 

Mr.  Delbert  Moore,  I  was  intrigued  when  you  said  96  percent  of  all 
the  diy  peas  and  lentils  grown  in  the  United  States,  »re  grown  in  thH 
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Mr.  Moore.  Yes,  sir,  that's  correct 

Mr.  Jones  of  Tennessee.  I  was  not  aware  of  that  fact. 

The  thing  that  really  hit  me  was  the  fact  that  you  said  these  were 
grown  on  hill  land. 

Mr.  Moore.  Yes,  exactly  right. 

Mr.  Jones  of  Tennes&ee.  Did  you  say  an  erosion  problem  was 
created  because  of  it?  What  did  you  allude  to  on  erosion* 

Mr.  Moore.  Would  you  want  me  to  go  verbatim  ? 

Mr.  Jones  of  Tennessee.  You  can  just  sunmiarize  it.  I'm  sure  you 
know  it  by  heart  anyway.  I  wasnt  able  to  follow  all  the  testimony, 
but  I  was  listening. 

Mr.  MooRE.  I  need  to  set  the  scene  a  little  bit. 

The  pea  and  lentil  industry  came  into  this  area.  The  area  I  am 
talking  about,  geographically,  actually  starts  about  where  we  are 
sitting  now,  and  it  runs  about  100  miles  south,  an  area  about  35  miles 
wide.  This  is  actually  the  area  that  is,  the  only  area  in  the  United 
States  that  provides  a  reasonable  climate,  I  am  assuming  that's  the 
reason,  for  production  of  lentils.  When  I  say  peas,  I  want  you  to  un- 
derstand, dry  peas  I  should  say.  Do  you  understand  what  I  mean  by 
that^  It  is  the  pea  that  is  planted  and  is  allowed  to  mature  to  the  dry 
position  and  is  simply  harvested  physically  with  combine,  as  opposed 
to  the  one  that  are  harvested  green  and  put  in  cans.  So  we  have  two 
categories,  the  dry  pea  is  totally  indigenous  to  this  area,  to  the  extent 
of  95  percent. 

Mr.  Jones  of  Tennessee.  What  kind  of  pea  is  that  ? 

Mr.  MooHE.  It's,  by  way  of  variety,  we  call  our  green  ones  AlasUaa 
We  call,  in  general  terms,  we  call  the  yellow  pea  the  first  and  best 
variety  and  we  have  take-offs  from  that. 

Now.  when  we  go  back,  peas  were  introduced,  let's  say,  approxi- 
mately 35  years  ago,  into  the  area  and  lentils  sometime  after  that, 
very  small  acreage  into  our  area.  They  have  l)een  added  to  in  produc- 
tion up  to  a  point  to  where  they  have  started  to  decline,  where  they 
f)robaDly  reached  the  maximum  production  about  20  years  a^  and 
entils  are  now  reaching  their  maximum  production  in  acreage  in  our 

Before  that,  before  this  was  introduced  into  our  area,  wheat  was  the 
principal  crop  and  still  is  the  principal  crop  in  our  area,  but  what  do 
you  do?  You  can't  raise  wheat  upon  wheat  upon  wheat  in  our  area,  so 
the  normal  procedure  was,  on  account  of  weather  factors,  on  account 
of  wheat  problems,  et  cetera,  et  cetera,  we  work  with  an  alternate 
crop,  not  an  alternate  crop,  but  summer  fallow  when  we  did  not  have 
the  growing  crop  of  wheat. 

Now,  with  the  advent  of  peas  and  lentils,  instead  of  summer  fallow, 
following  a  fall  wheat  crop,  we  plant  in  the  spring  peas  and/or  len- 
tils in  this  particular  area. 

Now.  we  follow  that  immediatelv  in  the  fall  with  a  fall  wheat  crop 
and  this  has  proved  to  be  an  excellent  rotation  for  us  and  as  you  can 
understand,  the  condition  of  the  soil  going  into  the  winter,  on  this 
hilly  land,  and  we  farm  up  to  45  percent  of  grades  and  so  soil  erosion 
is  probably  first  on  the  mmd  of  the  90  percent  of  our  farmers,  if  you 
are  concerned  about  the  heritage  that  we  have  and,  certainly,  in  the 
front  of  my  mind  this  is  the  way  it  is. 
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Now,  having  produced  peas  and  lentils,  followed  by  wheat  in  the 
fall,  on  this  same  crop,  a  rotation  has  proven  successful,  for  the  most 
part.  We  have  eliminated  a  great  deal  of  our  eroMWi,  but  our  product 
of  peas  and  lentils  somehow,  being  a  very  minor  product  within  the 
United  States,  and  begin  so  dependent  upon  export,  we  feel  can  he 
manipulated,  can  be  toyed  with  and  we  have  experienced,  pricewise 
from  the  standpoint  of  other  nations,  and  market  price,  getting  into 
the  market  and  causing  us  to  be  on  the  tail  end,  because  being  so  small, 
a  minor  crop  within  ^e  United  States,  we  lacked  the  leverages  that 
we  needed  to  really  be  successful,  but  it  is  so  significant,  eentlemrai, 
fnun  the  standpoint  of  soil  erosion  to  control  it  that  we  still  maintain 
this  crop  or  these  two  crops  and,  now,  if  we  can  see,  if  we  can  see  a 
top  in  that  merchandising  and  merchandise  that  crop  on  an  annaal 
bf^ds,  with  consistency,  so  that  we  can  have  total  coniidMice  in  those 
that  are  handling  that  crop,  from  our  farm  to  our  cooperative  and 
to  the  ultimate  person  who  consumes  that,  we  feel  a  great  degree  of 
security  in  that. 

Mr.  Jones  of  Tennessee.  What  you  are  saying,  I  believe,  is  that  if 
H.R.  4782  is  made  into  law  that  your  problem  wdl  partially  be  solved 
by  the  marketing  procedures  and  possibilities  and  the  credit  that  you 
have  there,  but  at  the  same  time  your  erosion  control  problem  will  not 
have  been  solved.  You  still  have  it  1 

Mr.  MooBE.  Yes ;  but  if  we  can  maintain  the  rotation  program  with 
peas  and  lentils  following  our  wheat  or  preceding  our  wheat  and  not 
having  to  revert  to  summer  fallow  and  economically  raise  peas  and 
lentils  our  soil  erosion  problem  will  be  greatly  eliminated,  and  it  has 
been.  We  have  proven  this. 

Mr.  Jones  of  Tennessee.  That's  what  I  wanted  to  get  to.  I  was  more 
concerned  about  the  erosion  part  of  it  than  I  was  about  the  other  part 
of  what  you  said. 

Is  erosion  being  controlled  with  your  rotation  T 

Mr.  Moore.  I^cidely  so,  but  not  eliminated,  but  so  much  better 
that  it  is  sometimes,  as  I  indicated  in  testimony,  the  only  reason  that 
we  will  raise  this  crop,  because  we  see,  we  project  a  poor  price  per 
ton  or  price  per  bushel  on  it.  That  isn't  our  deciding  factor. 

Mr.  Jones  of  Tennessee.  You  mean  as  far  as  the  wheat  is  concerned 
your  yields  are  lower  t 

Mr.  Moore.  No ;  if  we  see  a  market  for  peas  and  lentils  being  qaite 
negative  we  will  still  go  ahead  and  plant  peas  and  lentils  for  the  sole 
purpose  of  conservation. 

Mr.  Jones  of  Tennessee.  In  other  words,  what  you  are  saying  is, 
yon  are  going  to  grow  wheat,  regardless  t 

Mr.  Moore.  Yes ;  that  is  our  primai^  crop. 

Mr.  Jones  of  Tennessee.  And  the  iMitus  and  the  peas  are  supple- 
ments to  growing  wheat  to  control  erosion  f 

Mr.  Moore.  Yes. 

Mr.  Jones  of  Tennessee.  That  is  what  you  are  doing,  really. 

Mr.  Moore.  We  hope  to  do  it  economically,  but  it  certainly  has  been 
an  advantage  to  us. 

Mr.  Jones  of  Tennessee.  So  far  it  has  been  economical,  too? 

Mr,  MooBB.  Sporadically  so. 
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Mr.  Jones  of  Tennessee.  Now,  just  as  a  matter  of  information  for 
me,  and  this  is  done,  I'm  sure  you  wouldn't  object  to  this  either,  what 
are  the  yields  on  lentils  and  peas  Uke  this  per  acre,  what  sort  of  yields 
do  you  get* 

Mr,  MooR£.  If  we  talk  in  terms  of  tomiage,  the  lentil  will  yield, 
and  let's  generalize  so  that  you  can  understand,  we  like  to  think  that 
we  need  900  pounds  to  an  acre  and  I  have  produced  as  high  as  2,010 
pounds.  An  average,  I  would  say  we  like  to  think  that  we  can  come 
up  with  1^00  pounds  to  the  acre. 

Mr.  Jones  of  Tennessee.  Of  either,  is  that  right ! 

Mr.  Moore.  No  ;  this  is  lentils. 

Mr.  Jones  of  Tennessee.  Lentils,  what  about  peas  i 

Mr.  Moore.  Peas,  on  today's  market  and  we  are  in  an  area  where 
our  market  is  not  healthful  at  all,  the  shelves  are  full,  shall  we  say, 
and  our  yield  there  is  subject  to  the  weather,  rather  dramatically  so, 
not  nearly  as  consistent  a  return  as  wheat  would  be,  because  it  is  a 
spring  crop  in  this  area,  and  we  can  talk  from  1,200  pounds  to,  let's 
say,  2,000  pounds.  Now,  I  have  raised  2,400,  but  let's  say  1,600  pounds 
as  an  average  of  dry  peas  in  the  same  area. 

Mr.  Jones  of  Tennessee.  Yet  you  export  about  60  percent  of  your 
peas  and  about  70  percent  of  your  lentils  ( 

Mr.  Moore.  Yes;  we  are  very  dependent  on  the  export  martets, 
very  much  so. 

Mr.  Jones  of  Tennessee.  That's  very  interesting.  The  conservation 
part  of  it  was  the  thing  that  I  was  vitally  concerns  about,  because  we 
are  fixing  to  go  into  that  and  I  was  not  aware  of  the  fact  that  you 
grew  peas  or  a  crop  like  that  on  a  40  percent  slope. 

Mr.  Moore.  We  certainly  appreciate  your  concern  in  that  area  and, 
of  course,  we  would  welcome  you  to  come  at  harvest  time  and  view 
a  part  of  our  operations. 

Mr.  Jones  of  Tennessee.  This  subcommittee  is  intensely  concerned 
with  the  conservation  problem  that  this  country  faces  and  it  is  our 
responsibility  to  try  to  help  this  country  to  do  something  about  it 
and  we  do  know  that  in  many  sections  of  the  United  States  the  prob- 
lem is  not  the  same,  but  the  end  result  is  going  to  be  the  same  if  we 
don't  get  something  done  about  it. 

Mr.  Moore.  Exactly. 

Mr.  Jones  of  Tennessee,  Thank  you  very  much.  I  appreciate  that. 

Do  you  have  more  questions? 

Mr.  Marlenee.  No  ;  I  guess  it  just  leaves  one  ijuestion  that  seems 
to  be  in  controversy  here  and  that's  the  Question  of  insurance  and  there 
seems  to  be  some  question  in  my  mind  aoout  where  we  need  to  go  with 
this.  I  don't  think  it  has  been  adequately  addressed  here  today  and  I 
think  we  will  have  to  look  at  that  further,  in  Washington.  I  think  most 
of  our  people  who  could  answer  the  question  have  left  the  meeting, 
that  are  a  part  of  the  Farm  Credit  System  here  or  part  of  the  central 
thing. 

We  have  three  casualty  and  property  districts  already  organized 
and  that's  in  South  Carolina  and  New  Orleans  and  St.  Lonis  in 
Missouri,  as  I  understand  it.  I  dont  know  whether  they  plan  to  orga- 
nize any  more  of  those  or  not. 

Is  there  anyone  here  that  could  give  ua  some  insight  on  that  f 
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Mr.  TsEiBEit.  Yo8,  sir. 

Congreasman  Marlenee,  I  dont  pretend  to  be  an  expert  on  this,  in 
regard  to  the  collateral  insurance  program  that  is  now  being  iised  in 
three  districts  in  our  country.  I  know  that  in  talking  to  the  PCA.  people 
on  the  national  committee,  as  well  as  the  other  people  in  their  area, 
that  they  are  very  pleased  with  their  collateral  insurance  progi-am  that 
they  have.  They  feel  that  they  are  doing  a  service  to  their  customers 
at  a  favorable  price  and  cost  to  them. 

Mr.  Mahlenee.  But,  Mr.  Treiber,  isn't  this  offered  by  industry  there! 

Mr.  Treibeb.  I'm  sure  that  it  is. 

Mr.  Marlgneei.  Private  Insurance  companies!  Isn't  this  made  avail- 
able, casualty  and  property  insurance  t 

Mr.  Treibeb.  I'm  sure  that  it  is  available  from 

Mr.  Marlenee.  Several  companies!  Several  other  companies, 
probably  ? 

Mr.  Tkeiber  [continuing].  Several  agencies,  I'm  sure.  But  they 
dont,  and  maybe  I  am  getting  in  over  my  nead  here,  the  PCA's  merely 
act  as  the  agents.  They  do  not  have  an  insurance  company.  Bat  th^ 
are  proud  of  their  program  and  think  they  are  doing  a  good  service  to 
their  people. 

Now,  in  our  area  here 

Mr.  Marlenee.  Some  don't  have  fear  though  of  endangering  the 
passage  of  the  whole  act  or  set  of  amendments,  if  you  load  that  up  with 
an  insurance  clause  or  enabling  legislation  that  would  allow  these 
districts  to  be  set  up  or  allow  these  services  to  be  set  up,  except  in 
special  cases  such  as  Mr.  Gunnari  lined  out  there. 

Mr.  Treiber.  What  you  are  saying,  then,  is  that  we  have  the  au- 
thority to  do  what  we  are  doing  right  now,  under  related  services,  the 
PCA's  do.  Are  you  saying,  then,  am  I  fearfiil  that  unless  we  take  that 
authority  away  from  us  that  will  sink  the  package  ? 

Mr.  Mari^nee.  No;  I  am  saying,  if  you  propose  legislation  that 
would  expand  this  particular  area 

Mr.  Treiber.  I  don't  think  we  arc  proposing  legislation,  sir. 

Mr.  Marlenee.  Some  of  that  fear  has  been  expressed  to  us.  both  in 
letters  and  in  testimony,  in  fact. 

Mr.  Treiber.  My  understanding  is,  within  the  Fann  Credit  Amend- 
ment Act  that  we  have  before  us  right  now,  as  a  matter  of  fact,  there 
is  no  mention  of  insurance  at  all.  But  I  think  that  some  of  the  inde- 
pendent insurance  agent  groups  and  some  of  our  farm  groups  are. 
want  to  put  an  additional  amendment  to  that  act  to  take  away  the  au- 
thority that  we  have  now  have  and,  of  course,  I  would  oppose  that 
amendment  being  added  to  the  amendments. 

Mr.  Marlenee.  I  think  one  question  that  I  did  not  hear  addressed 
today,  and  that  was,  it  was  briefly,  I  guess,  brushed  on,  and  that  was 
the  participation,  and  I  notice  that  you  are  with  the  Northwest  Live- 
stock PCA,  does  your  PCA  cover  a  larce  area  * 

Mr.  Trieber.  Yes;  we  are  statewide.  Mr,  Marlenee;  that  covers 
the — services  the  States  of  Oregon,  Washington,  northern  Idaho,  and 
Alaska. 

Mr.  Marlenee.  Are  you  participating  in  any  loans  with  any  banks, 
independent  banks  ? 

Mr.  Treiber.  No;  we  are  not. 
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Mr.  Mabubneb.  Why  not? 

Mr.  Treiber.  I  am  familiar  with  my  friends  in  Montana  uid  the 
banking  system  in  Montana,  as  I  understand,  is  i^at  many  small  inde- 
pendent banks  in  your  area  in  Montana,  that  probably  have  overly- 
ing problems  with  lai^  lines  of  credit. 

In  the  States  of  Oregon  and  Washington,  we  have  substantmlly  lai^ 
banking  chains  which  do  not  run  into  the  overlying  problems  that 
they  may  have  in  Montana.  Therefore,  I  don't  think  Uiat  the  requests 
have  been  made  to  the  system  in  our  particular  area,  that  they  may 
have  been  made  in  Mont^a. 

Did  that  answer  your  question  ? 

Mr.  Marlenee.  Yes ;  to  a  certain  degree. 

Mr.  Treiber.  I  certainly  have  no  objection  to  that  pomt  in  the  law 
at  all.  In  fact,  support  it. 

Mr.  Mablenee.  But  they  seem  to  have  a  problem  in  participating 
because  they  cannot  grant  a  1-percent  override, 

Mr.  TsEENiB.  Oh,  I  see.  I'm  not  going  to  get  into  the  technical  points 
of  that  part  of  the  law,  because  I  really  don't  know  it.  I  could  research 
it  and  get  further  information  to  you,  but  I  know  efforts  have  been 
made  in  order  to  get  a  program  like  that  underway. 

Mr.  MarijEnee.  Thank  you,  Mr.  Treiber. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Treiber. 

I  was  going  to  try  to,  I  have  a  real  hot  question  that  I  was  going  to 
push  to  the  whole  credit  group,  but  I  don't  think  that  we  are  going  to 
have  the  time  this  afternoon.  I  predicted  the  conservation  statementa, 
there  are  10  in  number,  who  will  probably  be  a  little  longer  than  some 
of  the  others. 

I  want  to  throw  out  something  to  all  of  jn)u  folks  who  are  interested 
in  farm  credit.  I  am  vitally  interested  in  farm  credit.  I  always  have 
been,  I  have  always  used  farm  credit.  I  hope  I  can  continue  to  always 
want  to  use  it,  but  I  want  you  to  think  about  one  thing,  ladies  and 
gentlemen,  who  are  interested  and  who  have  a  part  of  the  Farm  Credit 
organization.  Anybody  who  borrows  from  them  certainly  has  a  part 
of  it. 

We  are  going  tiirough  a  period  in  this  country  today  when  every 
time  we  turn  to  the  financial  section  of  the  newspaper  or  a  magazine 
or  the  Wall  Street  Journal  or  whatever,  we  see  Uiere  are  mergers. 
Mergers,  mergers,  mergers.  Big  business,  all  sorts  of  busmess,  trying  to 
get  together  for,  they  say,  reasons  of  economy.  I  want  you  to  fiunk 
upon  one  for  your  Farm  Credit  Administration.  You've  got  three 
banks  today.  You've  got  the  Bank  for  Cooperatives.  You've  got  flie 
Federal  land  bank  you  you've  got  the  Production  Credit  Association. 
Why  dont  we  give  some  recomiition  or  consideration  to  merging  the 
three  banks,  putting  them  all  together?  If  that  doesn't  make  sense, 
I  don't  know  why  it  doesnt.  You  don't  go  into  any  community  today 
but  what  you  dont  find  two  offices,  one  for  the  PuA  and  one  for  the 
Federal  land  bank.  It  seems  to  me  that  the  time  is  not  as  far  away 
as  it  has  been,  when  your  membership  is  going  to  demand  that  merger 
become  a  reality,  and  I  cant  see  any  reason  why  we  shouldn't  beat 
somebody  to  it  and  be  thinking  about  it  ourselves. 

I  just  want  you  to  think  upon  that.  I  think  it's  something  you  are 
going  to  be  faced  with  if  you  continue  as  a  Farm  Credit  organization. 
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This  afternoon,  we  will  go  to  the  conservation,  I  did  want  to  break 
but  we  won't  have  time,  to  the  conservation  witnesses. 

Our  first  witness  is  David  E.  Williams,  president  of  the  Califomia 
NAFEC  of  Coming,  Calif. 

Mr.  Williams,  we  are  delighted  that  you  are  here  and  we  will  be 
glad  to  listen.  I  understand  that  you  have  a  plane  to  catch  at  4  o'clock, 
Bo  please  proceed. 

STATEXENT  OF  DAVID  E.  WnXIAUS,  PBESHENT,  CAUFOSHIA 

NA7EC 

Mr.  Williams.  Mr.  Chairman,  members  of  this  subcommittee,  it 
is  a  pleasure  for  me,  a  farmer,  to  testify  before  you  today.  My  name  is 
David  E.  Williams.  I  reside  at  Star  Rout©  Box  IG,  Coming,  Calif.  I 
am  president  of  the  California  affiliate  of  the  N'ational  .^^Bociation 
of  Farmer  Elected  Committeemen  (NAFEC).  My  farming  operation 
includes  wheat,  barley,  oats,  milo,  com,  ladino  clover  for  seed,  sudan 
for  seed  and  permanent  pasture.  Also,  I  grow  rice  at  times.  This  phase 
of  the  operation  is  carried  out  in  Glenn  and  Tehama  Counties,  In 
addition,  sheep  and  cattle  are  produced  in  these  two  counties  in  the 
winter  months  and  pastured  in  Modoc  and  Lassen  Counties  in  the 
summer.  We  normally  run  600  cattle  and  7,000  head  of  sheep.  My  farm- 
ing area  is  typical  of  California.  There  are  lots  of  small  farms  such  as 
orchards,  permanent  pasture,  seed  crops,  and  so  forth,  of  which  many 
are  farmed  on  a  part-time  basis.  Then  there  are  farms  that  grow  hun- 
dreds of  acres  of  grain,  rice,  specialty  seed  crops,  suearbeets,  beans, 
orchards,  and  livestock  producers  with  thousands  of  acres  in  their 

Sizing  operation.  Each  of  these  types  of  farms  and  farm  operators 
ve  their  own  strengths  and  weaknesses  in  the  areas  of  finance  and 
production  capabilities.  Each  has  his  own  ability  to  carry  out  sound 
and  needed  conservation  projects.  Due  to  the  diverse  capabilities  of 
these  operations,  it  may  be  possible  that  the  present  ACF  is  reaching 
only  a  few  of  these.  Many  people  realize  that  there  still  remains  much 
conservation  work  to  be  done  on  our  farms  and  some  are  attempting 
to  correct  this  situation.  An  example  is  California's  Legislatures  rec- 
ognize this,  too.  Recently,  senate  bill  M7  was  introduced  in  the  Cali- 
fornia Senate,  which  includes  an  initial  funding  of  $9  million  cost- 
share  program.  California's  share  of  the  $190  million  ACP  funding 
for  1979  was  $5.1  million. 

My  primary  purpose  in  coming  before  you  is  to  state  that  California 
and  our  country  needs  an  expanded  conservation  program  and  not  <Hie 
of  curtailment  and  reduction  brought  on  by  many  forces.  This  needs 
to  be  accomplished  at  no  extra  cost  to  the  taxpayers  or  consumer. 

This  can  be  done.  It  can  be  done  by  adding  an  investment  tax  credit 
to  the  program. 

I  recommend  that  ACP  be  funded  at  no  lower  than  today's  appro- 
priation and  add  investment  tax  credit  to  the  program  in  an  either-w 
choice  to  the  farmer  or  landowner. 

As  mentioned  before  in  my  comments,  each  farmer  has  differeiit 
levels  of  financing  and  production  ability.  Let  the  farmer  Iavb  his 
choice  of  50  percent  of  the  cost  of  a  practice  not  to  exceed  a  limit  set 
by  the  Secretary  of  Agriculture  and/or  50  percent  of  the  cost  as  an 
investment  tax  credit. 
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These  benefits  would  be  made  available  in  the  aame  manner  as  the 
program  operates  today.  That  is,  the  county  ASC  committees  would 
develop  their  own  program,  the  producer  must  sign  up  prior  to  the 
start  of  a  practice,  the  producer  must  elect  to  receive  a  cost  share 
and/or  investment  tax  credit,  and  the  practice  performed  must  meet 
program  requirements  and  practice  specifications. 

As  an  example  of  my  proposal,  if  a  project  cost  $4,000,  the  producer 
could  receive  an  ACP  cost  ^lare  of  50  percent  of  the  cost,  which  would 
be  ^,000,  or  he  could  receive  $2,000  mvestment  tax  credit  in  lieu  of 
an  ACP  payment,  or  he  could  receive  $1,000  ACP  payment  and  $1,000 
investment  tax  credit.  With  the  use  of  investment  tax  credit,  the  pro- 
ducer is  using  his  money,  not  the  taxpayer's. 

Only  the  ACP  payment  would  be  limited  to  the  dollar  amount  set  by 
the  Secretary  of  Agriculture.  The  investment  tax  credit  would  M 
limited  to  50  percent  of  the  eligible  cost  of  the  practice  as  approved 
by  the  county  committee. 

Gentlemen,  with  county  committees  selecting  and  developing  those 
practices  most  needed  to  correct  conservation  problems  in  their  own 
county  and  with  the  addition  of  investment  tax  credit,  we  can  move 
ahead  solving  the  much-needed  conservation  of  water,  soil,  and  energy 
needed  in  our  country  today. 

Mr.  Jones  of  Tennessee.  I  have  on  observation,  Mr.  Williams,  that 
I  would  just  like  to  mention  to  you. 

You  say  California's  share  of  the  $190  million  ACP  funding  for 
1979  was  $5.1  million.  You  are  aware  of  the  fact  that  this  si>bcommitt«e 
recommended  to  the  full  committee,  and  the  full  committee  recom- 
mended to  the  budget,  that  ACP  be  funded  at  $250  million  rather 
than  $190  million.  We  came  out  with  $190  million,  but  this  subcom- 
mittee did  its  best,  and  so  did  the  full  committee,  to  get  $250  million. 
Mr.  Williams.  I  am  quite  aware  of  it,  sir,  and  I  think  you  do  a 
marvelous  job  to  get  what  you  get.  I  was  just  hoping  we  could  find 
some  way  to  supplement  it. 

Mr,  Jones  of  Tennessee.  I  think  you  have  got  a  good  idea.  I  share 
some  ideas  along  the  same  line  with  you  about  what  we  ought  to  do. 
I'll  just  say  this,  because  I  know  you  are  in  a  hurry,  we're  going 
to  have  to  do  something  of  an  incentive-type  program  to  get  con- 
servation practiced,  in  the  future,  as  it  should  be  practiced,  in  my 
opinion. 

Mr.  Williams.  I  agree  wholeheartedly. 

Mr.  Jones  of  Tennessee.  What  it  is  going  to  be,  I  don't  have  the 
answer.  We  are  searching  for  it. 

I  certainly  appreciate  the  contribution  you  have  made  in  the  past, 
as  well  as  today,  and  I  know  that  the  Farmer  Elected  Committee  As- 
sociation has  done  an  awful  lot  in  this  field,  and  I  applaud  you  for 
what  you  have  done. 
Mr.  Williams.  I  thank  you. 

Mr.  Jones  of  Tennessee.  I  used  to  be  a  member  of  this  association. 
T  am  a  former  State  committeeman. 

Mr.  Wn-LiAMS.  Thankyou  foryourtime,sir. 
Mr.  Jones  of  Tennessee.  Do  you  have  any  questions? 
Mr.  Marlenee.  No,  Mr,  Chairman. 

Mr.  JoNEB  of  Tainessee.  Thank  you.  Mr.  Williams,  we  appreciate 
your  being  here. 
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Scott  Barr  is  the  next  witness.  Mr.  Barr  is  the  Seventh  District  State 
representative  from  Spokane. 

Mr.  Barr,  you're  at  liome,  aren't  you  ? 

Mr.  Barr.  very  cloee  to  home. 

Mr.  JoNEfi  of  Tennessee.  Welcome  to  the  hearing  and  we  wonld  be 
delighted  to  hear  from  you. 

biatekeut  of  scott  baab,  sevxhth  distxici  state 
befbesentauve 

Mr.  Bare.  Chairman  Jones,  Mr.  Marlenee. 

First,  let  me  say  how  appreciative  we  are  that  you  are  holding  the 
hearing  here  on  this  important  matter;  and  Representative  Foley 
isnt  here  at  the  moment,  I  understand  his  mother  is  quite  ilL 

Mr.  Jones  of  Tennessee.  She  is. 

Mr.  Babr,  We  want  to  compliment  him  also  on  his  efforts  for 
bringing  these  things  about,  here  in  our  district. 

I  know  that  you  folks  have  been  here  before,  and  especially  Mr. 
Jones,  and  you  may  be  aware  that  this  area  is  one  of  the  worst  problem 
areas  in  the  United  States,  conservationwise.  I  think  it  would  only  be 
fair  to  say  tliat  the  reason  it  is  one  of  the  most  problem  areas  is  because 
we  have  a  certain  amount  of  acreage  that's  a  little  too  dry  to  aniniHl 
crop  and  a  little  too  wet  to  summer  fallow,  because  your  questions 
awhile  ago  to  the  gentleman  about  peas  and  lentils  and  that  you  were 
extremely  interested  in  the  conservation  angle  of  it  and  let  me  compli- 
ment you  for  this.  He  was  brining  out  that  the  peas  and  lentils,  now 
much  that  helped.  But,  the  rainfall  throughout  the  inland  empire 
varies  so  rapidly  that  a  few  miles  down  the  road  would  be  just  a  htUe 
too  dry  to  annual  crop,  but  yet  it's  steep  and  hilly,  and  there's  an 
awful  problem.  There  is  a  real  problem.  So  with  that  Utile  bit  of 
background,  as  to  the  situation  here  in  the  Northwest,  and  111  speak 
about  the  Pacific  Northwest. 

Let  me  say,  very  briefly,  that  my  background  as  a  farmer  and  as 
one  of  the  leading  soil  conservation  organization  people  in  the  area, 
we  have  tried  for  a  long  time  to  get  a  Great  Plains-type  program  here 
in  the  Pacific  Northwest,  and  we  have  made  some  headway.  I  under- 
stood by  an  article  in  the  newspaper  that  you  were  going  to  take 
testimony,  something  about  the  Great  Plains  program. 

Mr.  JoN'Es  of  Tennessee.  We  already  have,  from  two  areas,  and  we 
intend  to  take  some  more,  yes. 

Mr.  Barr.  So  what  you  want  here  kind  of  relates  to  this  t 

Mr.  Jones  of  Tennessee.  Any  type  of  conservation  testimony  will  be 
welcome. 

Mr.  Barr.  Thank  you.  Then  I  won't  elaborate  mudi,  because  most 
of  us  here  in  the  Pacific  Northwest  are  not  supposed  to  know  anything 
alK>nt  the  Great  Plains  program,  because  we  naven't  had  one,  but  I 
want  you  to  know  thit  many  of  us,  I  have  been  trying  for  maAr 
Vcarfl  to  get  a  Great  Plains-type  program  here  in  the  area.  I  haT«i*t 
KPjjt  up  on  it  in  the  last  2  or  3  years,  since  I  have  been  in  the  StMt» 
legislature,  but  T  do  have  that  background  and  I  know  it  to  be  one  of 
the  ttost  programs  that  was  ever  put  forth  in  the  United  States,  con- 
servationwise, for  several  ieas(»is.  That's  the  long-term  aspect  of  it 
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and  the  contract  type  aspects  of  it  and  the  way  it  was  funded.  Those 
three  things.  So,  just  in  general,  anything  that  we  can  lead  to  and  the 
people  that  follow  me  in  testimony,  will  say  in  this  regards  I  want 
you  to  know  that  I  think  that  it's  uppermost  and  should  be  pursued 
to  the  limit, 

I  would  not  be  adverse  to,  if  they  are  going  to  change  the  Great 
Plains  program  in  any  regards,  when  they  do  renew  it,  to  give  a  little 
more  credibility  to  the  program,  if  that's  possible,  because  I  am  aware 
of  some  of  the  plow-out.  If  it  is  a  part  of  the  program  and  this  would 
apply  to  whatever  we  get  here  to  improve  our  area,  that  if  there  is  a 
plow-out  of,  during  the  life  of  the  contracts,  that  there  should  probably 
be  some  stiffer  elements  in  that  contract,  some  stiffer  wording,  so  that 
it  could  only  be  plowed  out  for  a  reasonable  time  and  would  have  to 
go  back  in,  perhaps,  at  a  grower  cost.  They  are  plowing  out  this  grass 
throughout  the  western  part  of  the  United  States,  for  economic 
reasons.  Well,  if  the  economic  reasons  are  good  enough  for  them  to 
plow  it  out,  you  and  I  know  how  much  of  this  plowing  out  should  not 
be  plowed  out,  and  on  the  Indian  reservations  especially.  Now,  we 
know  this  for  economic  reasons. 

Now,  if  I  was  sitting  in  your  place  I  would  say,  well,  if  they  are 
going  to  plow  it  out  for  money,  then,  by  gosh  you  put  it  back  in  with 
that  money.  Don't  come  around  and  ask  for  public  money,  as  much 
as  you  did  in  the  first  place,  to  put  it  back  in  and  if  they  would  say 
that  it  would  have  to  go  back  in  it  has  to  go  back  in  but  it  should  he 
at  a  different  cost  share.  If  they  are  going  to  be  sincere  and  honest, 
to  do  that. 

Let  me  not  take  up  too  much  time,  because  I  have  put  in  over  half 
my  life  working  on  this  and  I  might  get  carried  away,  but  let  me 
be  brief. 

We  have  come  up  with  a  long-term  agreement,  of  course,  and  that 
was  the  one  element  that  was  a  little  bit  of  side  benefit  out  of  the 
Great  Plains  program.  But  it  hasn't  really  taken  hold.  My  point  in 
mentioning  that  is,  why  ?  Because  the  farmers  of  the  Pacific  Xorthwest 
do  not  trust  the  Federal  farm  crop  programs  conservationwise.  They 
do  not  trust  them.  They  have  been  hurt  tmie  and  time  again  and  I  hope, 
I  see  some  fellows  sitting  back  here  that  knows  more  about  the  most 
current  catastrophes  than  I  do  and  I  hope  they  will  be  testifying 
on  this. 

It's  a  good  program,  I  would  like  to  sign  up,  I  would  like  to  sign  up 
a  conservation  program  of  3,  5, 10  years,  but  I  have  been  hurt  before. 
The  best  conservation  farmers  have  been  hurt  and  I  dont  want  to  be 
tied  down  to  a  program  that  I  am  going  to  get  hurt  on.  The  conserva- 
tion districts  of  the  Pacific  Northwest,  I'll  say,  are  second  to  none  in 
the  United  States.  Of  course,  you  know  there  are  3,000  soil  conservation 
districts  throughout  the  United  States  and  I  am  proud  of  ours  here 
in  the  State  of  Washington  and  our  president  will  testify.  We  are  one 
of  the  leaders  in  the  West.  They  are  willing  to  take  more  leadership 
tlian  we  are  in  the  water  quality  pr<^rram  and  the  Great  Plains-type 
program,  of  course,  as  you  know,  does  involve  the  conservation  district. 
I  think  you  know  as  well  as  I  know  why  that  makes  a  better  program, 
with  the  farmer  involvement. 
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I  have  covered  my  main  points,  without  elaborating  on  the  ASCS 
versus  the  other  method  of  funding  in  a  Great  Plains-type  program 
and  we  are  moving  forward  and  we  have  done  a  lot  of  good. 

The  coat-sharing  program,  I  want  to  be  very  complimentary  to 
the  cost-sharing  program  of  the  ASCS,  in  the  past,  but  we  all  biow 
there  has  been  some  money  wasted  because  they  have  paid  for  some 
pra^ices  that  would  have  been  done  anyway,  but  tiiey  nave  done  the 
very  best  they  could  and  they  have  been  a  very  valuable  tool,  but  we 
are  not  movmg  rapidly  enough  in  the  conservation  area  and  this 
Crreat  Plains-type  pi-ogram  is  veiy  much  needed. 

With  that  I  will  quit  now  and  I'll  be  around  for  awhile  if  you  have 
ciuestions  to  ask,  afterwards,  now  or  whenever. 

Mr.  JoN£B  of  Tennessee.  Thank  you,  Mr.  Barr.  If  you  can  stay,  thetfe 
will  be  a  question  or  two.  There  is  a  comment  or  two  that  I  would  like 
to  make  in  regard  to  the  conservation  program  nationally,  but  I  would 
rather  not  taka  the  time  to  do  it  until  we  hear  them  all. 

Thank  you  very  much. 

The  next  witness  is  Mr.  William  Rigby,  president  of  the  Utah  As- 
sociation of  Farmer-Elected  Committeemen,  Centerville,  Utah. 

Mr.  Rigfoj,  we  appreciate  you  being  here  and  we  will  be  delighted 
to  hear  you. 

STATEHEHT  OF  WUXIAH  BiaBT,  FBESIBEirT,  UTAH  ASSOCIATIOS 
OP  TT  A  •Rirp.'R.'RT.'ii'jyni'.Ti  COMMITTEEHEH 

Mr.  BiGBT.  Thank  you,  Mr.  Chairman. 

I  am  very  happy  to  be  here  and  represent  the  Utah  Association  of 
Farmer-Elected  Committeemen.  I  am  alao  a  farmer  and  I  live  and 
farm  in  Centerville,  Utah,  which  is  located  about  16  miles  north  of 
Salt  Lake  City,  Utali.  I  do  diversified  farming  on  approximately  100 
acres  of  ground.  Presently  I  raise  such  crops  as  pickling  onions,  green 
onions,  radishes,  cucumbers,  squash,  we  have  quite  a  fruit  orcnard 
and  along  with  my  wife  and  family  we  operate  this  farm. 

I  am  the  president  of  the  Utah  Association  of  Farmer-Elected  Ccm.- 
mitteemen  and  have  served  on  the  Davis  County  Community  Commit- 
tee for  3  years  and  on  the  county  committee  for  some  5  years. 

I  appreciate  the  opportunity  of  meeting  before  you  and  expressing 
and  testifying  and  more  importantly  I  appreciate  the  fact  that  your 
subconmiittee  recognizes  the  importance  of  good  conservation 
practices. 

As  individuals  and  as  a  nation  we  have  spent  billions  of  dollars  on 
insurance  policies  of  different  types,  and  we  have  mentioned  some  of 
those  insurance  policies  here  today.  Good  water  and  am\  conservation 
is  a  great  insurance  policy  for  us  and  future  generations  of  farmers, 
but  there  is  a  limit  as  to  how  much  farmers  can  really  afford.  la  it  not 
as  important  to  the  million  of  Americans  who  are  not  farmers  to 
share  m  the  cost  of  preserving  a  food  supply  for  future  generations? 

ACP  was  the  original  EPA  program  for  agriculture  and  if  it  were 
more  fully  implem^ited  the  clean  water  program  would  not  have 
been  nearly  as  necessary.  Holding  the  soil  on  the  Nation's  miUitms  of 
farms  throu;e;h  cover  crops,  contouring  and  planting  forest  trees  in 
the  same  ratio  as  in  the  1040's  have  greatly  protected  our  streams.  The 
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Soil  ConseTvation  and  Domestic  Allotment  Act  of  1936  has  and  is 
doing  a  gi-eat.  job,  administered  by  the  J*'armer-Elected  County  and 
Community  Committeemen. 

I  might  say  that  this  act  was  originally  or  was  supposed  to  be 
funded  at  $500  million.  I  don't  believe  that  it  has  ever  been  funded 
at  the  full  $500  miUion. 

Mr.  Jones  of  Tennessee.  You  are  correct. 

Mr.  KiQBY.  It's  too  bad. 

Farmers  have  shown  that  they  will  carry  out  these  practices  in 
partnership  with  the  Government.  The  only  reason  they  have  not 
done  more  is  because  they  have  been  discouraged  by  so  little  money 
available. 

Some  of  our  ACP  practices  here  in  Utah  are  as  foUows : 

Irrigation  water  conservation.  In  my  own  area  deep  ugly  ditches 
have  Been  made  by  irrigation  water  in  the  farming  areas.  These 
ditches  have  not  only  be^  road  hazards  but  also  a  dangerous  play 
ai-ea  for  children  aiid  they  have  been  cleaned  up  by  the  AUP  pi-ac- 
tioes  of  the  county  and  the  State,  which  is  funded  by  the  Federal  Giov- 
emment.  Soil  erosion  and  water  waste  have  been  corrected  and  the 
whole  community  has  benefited. 

Animal  waste  control  facUitiee  have  been  installed  on  many  farms. 
This  is  a  great  help  in  keeping  pollution  out  of  streams  and  ponds. 
1  would  like  to  kind  of  go  a,  littie  further  there,  Mr.  Chairman.  Many 
people  don't  know  what  this  animal  waste  might  mean,  but  that's  a 
manure  bunker  in  many  cases  and  we  have  several  100-  to  500-i»w 
dairy  farms,  from  which  the  nmoff  of  that  manure  would  run  down  to 
neighboring  places  and  into  field  and  streams  and  pollute  and  through 
this  we  have  been  able  to  correct  that  to  a  great  degree.  This  farmer 
doesn't  really  realize  that  much  benefit  out  of  it.  It's  been  a  community 
service,  really,  and  he's  paid  half  the  coet. 

No.  3  is  planting  of  range  land  to  permanent  cover.  This  practice  is 
not  only  an  endurmg  conservation  practice,  but  it  stops  soil  erosion  as 
well.  Think  of  the  great  value  to  wildlife  for  feeding  and  nesting. 

I  expect  a  lot  of  feedback  when  people  read  this,  because  I  said 
feeding  and  nesting  for  wildlife.  I  have  a  grain  field  that  borders  a 
national  bird  preserve  and  I  would  say  that  those  birds  feed  more 
on  the  public  property — or  on  private  property  than  on  public.  Every 

J  ear  when  I  combine  my  grain  and  barley  they  come  in  there  by,  at 
iast,  300  to  500  head  and  feed  for  2  to  3  weeks  and  they  feed  really 
good,  because  of  the  things  that  go  over  the  fiddles  onto  the  ground 
over  the  thrasher  or  the  combine.  So  I  think  that  conservationists 
or  sportsmen  would  have  to  look  at  the  amount  of  private  feed  that 
is  produced  off  these  farms  for  wildlife,  such  as  deer.  I  have  200  head 
of  deer  in  my  orchard  every  winter  and  it's  quite  a  thing  to  see  200 
head  of  deer  feeding  on  the  end  of  your  branches.  These  people  that 
think  that  the  farmer  doesn't  feed  the  wild  animals  have  anoUier 
thought  coming. 

No.  4  is  sediment  retention,  erosion  or  water  control  structures,  and 
terracing  which  retains  runoff  water  which  washes  away  tie  soil. 

You  know,  in  Utah  we  have  an  average  snow  and  rainfall  of  about 
13  to  14  inches.  This  year  we  had  about  7  and  if  we  don't  control  the 
runoff  when  it  does  ccrnie,  we  lose  it  and  the  runoff  comes  guiu^ly  in 
such  heavy  proportions,  when  it  does  come  in  a  cloudburst,  thei  it 
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washes  away  the  soil.  We  conducted  a  tour  this  year  of  some  of  our 
terracing  and  we  showed  the  Congressman  from  our  area  and  the 
Senators  some  of  (his  type  of  tenacme  wliich  is  done  greatly  to  retain 
that  water  and  save  the  soil  from  washing  away,  down  into  the  Great 
Salt  Lake. 

ASCS  has  qualified  help  and  assistance  that  is  needed  to  carry  out 
these  practices  with  very  little,  if  any,  additional  help.  ASCS  has 
nearly  every  farmer  on  its  mailing  list.  Most  of  these  farmerB  are 
acquamted  with  the  ASCS  program  and  have  participated  in  it. 
Farmers  have  confidence  and  trust  in  the  farmer-elected  committee 
system. 

I  might  say  that  all  of  the  fanners  that  live  around  me,  as  moet 
of  them  have  and  one  or  two  that  didn't,  when  I  got  acquainted  there 
several  years  ago  they  kept  asking  me,  why  are  we  waiting,  simply 
because  tliey  hadn't  been  introduced  to  it  and,  now,  most  of  tboee 
farmers  are  cooi>erating  and  participating  in  the  program. 

Another  thing  is,  we  save  money.  We  are  fully  staffed  to  operate 
with  these  extra  funds  that  might  oe  needed  or  allowed  if  they  ocnne 
and  if  not  we  still  have  the  normal  procedures  and  we  would  veiy 
much  want  to  see  this  Rural  Clean  Water  Act  fimded  with  the  ASCs 
having  the  administration  of  it 

We  extend  an  invitation  to  you,  Chairman  Jones,  and  others  on  ytmr 
committee,  if  they  would  like  to  come  and  see  of  these  practices  we 
wonld  just  be  tickled  to  death  to  take  you  out  and  show  you  how  well 
we  are  doing  with  them.  We  are  very  pleased  with  the  results  of  them. 
Who  knows  better  the  needs  of  four  farm  and  ranchland  than  tiie 
farmers  who  have  worked  in  harmony  with  Mother  Nature  in  order  to 
surviv&  Protecting  our  soil  and  water  is  a  ctmtinuing  and  changing 
battle  which  is  never  over.  Our  conservation  program  needs  your  ron- 
tinuing  help. 

Mr,  Chairman,  I  wish  to  thank  you  and  members  of  your  committee 
for  allowing  us  the  opportunity  of  appearing  here  and  testifying  and 
I  would  be  glad  to  answer  any  questions. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Rigb^,  for  a 
very  good  statement.  Who  is  your  Congressman  ( 

Mr.  RiGBT.  Congressman  Marriott  in  one  and  my  own  Congressman 
is  Gunn  McKay. 

Mr.  Jones  of  Tennessee.  Gunn  McEajr,  he  is  a  very  able  man  and  a 
very,  very  interested  person  in  conservation.  I  have  a  great  regard  for 
him. 

If  you're  going  to  stick  around  a  little  while  well  get  back  to  thi& 

The  next  witness  is  Mr.  Charles  W.  O'Neill,  Jr.,  president,  State 
Association  of  Conservation  Districts  of  Washington. 

Mr.  O'Neill,  we  appreciate  your  indulgence,  your  presence  here,  and 
we  will  be  awful  glad  to  hear  you. 

8TATE3IENT  07  CHAKLES  W.  O'NEILL,  FBESIDEHT,  STATE  A880CI- 
ATIOH  07  COHSEBVATION  DI8THICTS  07  WASHnrOIOS 

Mr.  O'Nziix.  Chairman  Jmtes,  I  appreciate  your  coming. 

I  am  Charles  O'Neill.  I  am  the  president  of  the  Washington  Af«o- 
ciation  of  Conservation  Districts,  and  I  am  a  tree  grower  in  tJie  i 
side  of  the  State, 
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As  we  enter  the  1980^s  our  greatest  challen^  will  be  to  pursue  in  a 
responsible  and  aggressive  manner  the  objectives  of  prudent  use  and 
development  of  our  natural  resources.  Somewhere  eacii  day  prime 
agricultural  land  is  still  being  paved  over.  Soil  is  still  eroded  away, 
water  is  stiU  over  appropriated,  misused  or  wasted  and  water  quality 
is  still  degraded.  Fish  and  wildlife  are  being  harmed  or  destroyed. 
This  path  of  destruction  and  recklessness  cannot  continue  without 
severe  impact  on  your  economy  and  social  well-beine. 

Hearings,  task  forces,  academic  studies,  and  so  lorth  all  point  to  a 
severity  of  this  program  and  a  need  for  positive  action  now. 

In  the  State  of  Wa^ington  the  208  process  has  been  identified, 
rather  extensive  areas,  with  severe  water  quality  problems.  Many  of 
these  problems  result  from  the  lack  of  proper  soil  and  water  resource 
management.  In  some  of  the  irrigated  areas  more  water  is  applied 
than  IS  needed.  This  excess  water  erodes  furrows  and  return  flows 
canr  sediment  and  nutrients  to  the  water  courses.  In  our  dry  crop- 
land area,  such  as  the  Palouse,  cropland  conuncmly  loses  as  mudi  as 
20  to  30  tons  per  year  of  ground,  per  acre.  The  estimated  average  sedi- 
ment delivery  to  the  Palouse  Eiver  alone  is  5.3  million  tons,  annually. 
This  is  from  an  SCS  study  of  1978. 

We  must  stop  such  destruction  trends  now  if  we  are  to  remain  a 
viable  economy  and  our  social  well  being.  We  must  improve  and  ex- 
pand our  sou  water  conservation  efforts  in  education.  We  must  con- 
tinue to  pursue  identified  research  needs.  We  must  develop  new  cost 
incentives  or  social  incentives  which  will  lead  to  prudent  use  of  our 
natural  resources  on  a  long-term  basis.  Innovation  is  the  key.  One 
tool,  one  approach  will  not  succeed.  A  spectnun  of  tools  that  can  be 
focused  on  each  problem  must  be  developed.  A  highly  visible  aggres- 
sive conservation  program  is  essential.  Activities  which  stress  proper 
resource  management  must  form  a  foundation  for  these  efforts.  Im- 
plementing a  costly  single  practice  alone  will  not  produce  resources 
or  protect  them.  The  resources  are  complex  and  the  continued  proper 
management  is  essential.  A  band  aid  approach,  then,  will  not  solve 
the  problem. 

Our  education  efforts  and  incentive  programs  should  focus  on  es- 
tablishing a  sound  resource  management  philosophy  among  the  users 
of  these  natural  resources.  The  users  must  recognize  the  complex  and 
intricate  related  nature  of  their  resources.  They  will,  then,  also  recog- 
nize that  a  system  of  management  is  needed,  rather  than  individual 
practices, 

With  this  in  mind  I  suggest,  for  your  consideration,  a  concept  in 
sharing,  cost  sharing  which  has  not  been  utilized  before,  I  propose 
rather  a  cost  sharing  for  application,  rather  than  a  cost  sharing  for 
application  of  individual  practices  a  cost  sharing  based  on  levds  of 
management.  At  the  first  level  the  basic  cost  share,  let  us  say  $3  per 
acre  per  year,  would  be  available  for  the  farm  operator  on  a  cost  share 
basis  who  is  willing  to  enter  into  and  carry  out  a  basic  land  resource 
management  plan  which  would  include  such  things  as  crop  varieties 
grown,  sequences,  crop  residue,  tillage,  timing  of  farming,  some  of 
these  things  you  have  neard  from  the  previous  people.  After  sufficient 
time  has  passed,  perhaps  2  or  3  years,  and  the  farm  operator  has  had 
time  to  gain  confidence  in  both  management,  ability  for  the  new  con- 
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cepts  and  feasibility  and  practicality  of  these  basic  systems,  the  next 
level  of  management  could  be  considered. 

At  the  second  level  supporting  practices  for  the  enhancement  of  the 
level  one  management  could  be  introduced  into  the  system,  with  an 
accompanying  higher  cost  share  level,  for  instance,  who  knows,  it 
could  oe  $6  per  acre  per  year  for  supporting  practices,  could  create 
or  bring  about  such  things  as  divided  slope  urming,  strip  cropping, 
terraces,  grass,  waterways,  permanent  vegetation  cover. 

Again,  sufficient  time  is  needed  for  acceptance  of  the  euppotting 
practices  within  the  system. 

With  two  levels  of  management  in  place,  level  3  conld,  then, 
be  ctmaadered.  This  would  mature  permanent  seodings  in  critical 
areas  which  would  serve  to  retire  hi^ldy  erosive  class  4  to  8  lands  and 
create  other  benefits  such  as  wildbfe  habitats.  It  is  estimated  that 
from  4  to  7  years  of  cost  sharing  would  be  required  to  get  the  maoage- 
ment  level  system  applied  and  functioning.  The  management  level 
concept,  if  considered  favorably,  would  provide  soil  and  water  con- 
servation and  water  conservation  and  water  quality  improvaiKnt. 

In  the  State  of  Washingt<»i  the  conservation  districts  have  ac- 
cepted the  208  management  agency  responsibility  for  the  water  qual- 
ity on  the  a^ifricultuntl  lands.  This  adds  additional  responabili^  to 
a  voluntary  local  agency  with  a  full  workload  now.  There  is  a  need  for 
funding  to  conservation  districts  to  administer  agricultural  water 
quality  implementation. 

Gentlemen,  we  have  come  to  a  point  where  we  need  scxne  help. 

In  sununaiy.  the  key  elements  in  applying  resource  management 
systems  are  higher  levels  of  support  for  educational  infomiati<Mi 
expertise  from  the  Cooperative  Extension  Service.  Hifd^er  levelsof 
support  for  quality  technical  assistance  from  the  Soil  Conservation 
Service.  More  financial  support  for  the  Agriculture  Stabilization  and 
Conservation  Service  and  new  support  for  the  local  wmaervation  dia- 
trids  who  direct  and  carrv  out  the  resource  programs.  All  are  vital 
members  of  a  team  and  will  bring  about  conservation  on  the  land. 

Gentlemen,  thank  you  for  vour  time. 

Mr.  Jones  of  Tennessee.  Thank  von.  Mr.  O'Neill,  for  a  vpw.  very 
good  statement.  Mr.  Dave  Wyckoff  of  Grandview.  Wash..  wiU  be  the 
next  witness.  We  appreciate  you  being  here. 

RATEXEHT  OF  DAVH)  W.  WTCKOFF,  PAXHER,  PROSSEX,  WASH. 

Mr.  Wtckoft.  Chairman  Jones  and  Congressman  Marlenee,  thank 
yon  for  the  opportunitv  to  present  this  testimony. 

Mv  name  is  Dave  Wvckoff,  I  actuallv  reside  in  Prosser,  WadL, 
which  falls  in  Benton  County.  Wash.,  and  I  farm  with  my  family  in 
the  lower  Yakima  Valley  on  irrigsted  ground. 

I  have  bwn  requested  to  testify  on  conservation  at  this  hearing  rt 
tba  request  of  the  Benton  County  ASC  Conunittee.  My  cmnmentB, 
however,  are  intended  to  represent  my  views  and  my  ftunily's  views, 
who  are  likely  representative  of  other  farmers  in  our  are&. 

We  grow  a  number  of  diflferent  crops  in  our  area  and  many  of  tha 
crops  we  grow  are  very  water  intenave.  Most  of  our  irrif^txm  is 
rural  irrigation. 
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We  utilize  hand  lines  occasionaUy  to  iucorpoimte  herbicides  and 
to  apply  light  irrigation  and,  sometimes,  in  conjunction  with  waste 
water  ititurn  systems. 

The  opportunity  for  Boil  erosion  in  our  area  is  substantial.  At  this 
point,  with  your  indulgence,  I  would  digress  fi'om  the  rest  of  my  pre- 
pared statement  and  ask  that  it  be  included  in  the  record. 

Mr.  JoNEB  of  Tennessee.  It  shall  be,  without  objection,  included  in 
the  record. 

Mr.-  Wtckofp.  In  the  interests  of  time,  I  would  attempt  to  summa- 
rize my  remaining  remarks.  All  of  them  deal  with  money  and  I  mi^t 
itemize  those  for  you. 

First,  under  the  ACP,  I'm  sure  you  have  heard  before  that  the 
amotuit  of  money  under  the  ACP  program  needs  to  be  increased  an- 
nually for  farmers. 

The  idea  of  $3,500  asaistinc  significantly  for  soil  erosion  for  an 
individual  farmer  is  helpful,  hut  it  doesnt  carry  the  ball  very  far. 

With  t^e  cost  of  inflation  it  is  almost  impossible  to  perform  any 
practice  for  anywhere  near  $3,500.  The  effect  is  that  it  simply  en- 
courages the  farmer  either  to  not  do  the  practice  or  risk  the  potential 
of  the  cash  flow  disruption. 

Second,  I  would  suggest  a  modification  in  the  rules  and  regulatims 
of  the  ACP  pro^m  be  made,  in  the  area  of  requiring  any  practice 
to  be  completed  in  1  year  and  to  be  funded  frcan  that  1  year's  maxi- 
mum amount  of  funds  for  a  farmer. 

In  short,  because  practices  do  cost  much  more  than  $3,500  and  are 
getting  increasingly  expensive  to  accomplish,  objectives  such  as  mini- 
mization of  soil  erosion  and  water  conservation,  it  is  very  difficult  to 
put  in  a  practice  in  1  year  and  not  be  allowed  to  attain  funds  from 
several  years  to  cover  the  practice. 

An  example  would  be  a  pipe  that  costs  $9,000.  The  farmer  cannot 
put  only  half  of  that  pipe  m,  in  1  year,  in  many  instances.  He  needs 
the  whole  pipe.  Yet,  he  can  apply  only  $3,500  against  that  pipe. 

He  may  nor  may  not  have  practices  in  subsequent  years  and  vet 
subsequent  years  allocations  of  $3,500  for  that  fanner  are  not  available 
to  him  unless  he  were  to  go  into  the  long-term  agreement. 

For  reasons  already  indicated  by  previous  witnesses,  the  long-term 
agreements  have  shortcomings  and  it's  very  difficult  for  a  farmer  to 
project  what  those  are  and  what  his  needs  are  and,  also,  what  his  ca- 
pacity for  these  capital  improvements  are  going  to  be  for  several  years 
in  the  future. 

The  additional  money  area  I  would  lite  to  touch  upon  is  the  208 
program.  I  think  we  face  the  fundamental  question,  the  fundamental 
public  question,  of  who  is  to  pay  for  208-type  improvemonts ! 

I  have  been  fortunate  to  participate  in  the  development  of  the  208 
plan  for  irrigated  agriculture  in  Benton  County. 

It's  made  me  aware  of  the  importance  of  maintaining  a  careful 
balance  between  those  who  are  primarily  interested  in  providing  for 
clean  water,  those  who  are  primarily  interested  in  environmental  con- 
cerns, and  those  primarily  mterested  in  economic  production  of  agri- 
cultural products. 

In  short,  agriculture  is  being  requested  to  respond  to  increasing 
public  demands  for  a  cleaner  envinmment  through  cleaner  water 
quality. 
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At  the  present  time,  that  has,  in  our  area  at  least,  progressed  oolj 
to  the  point  of  suspended  particulate  matter,  but  I'm  sure  in  the 
future  we  will  include  nitrates,  nitrites  and  other  chemicals  that  ue 
conunonly  applied  to  our  ground. 

In  short,  sometime  in  the  future  it  is  i^uite  conceivable  that  no  nin- 
o£f  would  iw  allowed.  This  is  fine  and  it  can  be  accomplished.  It's  a 
very  costly  thing  to  do. 

Unfortunately,  tlie  farmer  is  not  in  the  position,  as  many  of  our  other 
industries  in  this  country,  that  have  had  these  new  public  objectivee 
placed  upon  them,  to  pass  on  that  cost  to  the  people  they  sell  their 
products  to. 

Likewise,  the  fanner  is  frequently  in  a  cash  flow  shortage,  and  to 
require  that  ^rmer  to  pay  for  the  cost  of  a  new  public  objective  could 
result  in  serious  economic  disruption. 

The  point  is  simply  to  suggest  that  the  ASCS,  which  in  our  area 
is  a  highly  competent  disbursement  body  for  ACP  funds,  be  allowed 
to  disburse  208  funds  and,  likewise,  that  the  ASC  committees  or 
subcommittees  appointed  by  them,  because  of  their  well-rounded 
ability  and  their  representation  of  farmers,  be  allowed  to  act  aa 
an  oversight  committee  in  the  administration  of  the  208  plans. 

That  pretty  much  concludes  my  remarks  on  conservation. 

I'm  sorry  that  Mr.  Jones  is  not  here,  but  perhaps  the  record  will 
show  it.  I  would  like  to  respond  to  his  suggestion  that  we  consider  the 
idea  of  merging  the  Federal  I^nd  Bank  and  the  production  credit, 
the  PCA,  and  the  Bank  of  Cooperatives. 

Without  giving  it  a  great  deal  of  thought,  it  seems  to  me  an  idea 
well  worth  considering  further.  In  particular,  it  might  allow  a  better 
system  of  farm  financing,  which  tends  to  ameliorate  the  problem  of 
timing  between  short-term  credit  needs  and  long-term  credit  needs 
that  the  farmer  annually  meets. 

As  has  been  mentioned  before  at  this  hearing,  farming  is  becoming 
increasingly  capitalistic.  The  potential  disruption  of  a  fanner's  cam 
flow  from  the  need  to  fund  these  capital  expenditures  can  be 
significant. 

The  lack  of  flexibility  in  short-term  financing,  in  particular  re- 
straining this  to  1  year,  as  is  the  custom  with  banks;  more  precisely 
to  require  total  retirement  of  the  operating  line  in  a  given  year,  u 
becoming  increasingly  difficult  in  farming,  because  of  these  capital 
expenditures. 

Mereing,  as  Mr.  Jone,s  has  suggested,  of  the  long-term  and  the  short- 
term  farm  financing  institutions,  as  he  has  mggested,  can  help  to 
reduce  this  problem. 

Thank  you  for  your  attention. 

Mr.  Mablenze.  Thank  you.  Mr.  Wyckoff.  It  was  well  delivered  and 
a  good  sfafcmpnf.  As  the  chairman  said,  we  will  place  your  prepared 
statement  in  the  record. 

[The  prepared  statement  of  Mr.  Wyckoff  follows :] 

PiKPABiD  Btatekbkt  OF  David  W.  Wtckoit.  Fabkh,  Ptosaxa,  Wub. 

Oentlemen.  my  name  1b  Da^-ld  W.  Wyckoff.  My  addnMs  Is  Bonte  No.  sen. 
Proswr.  Wash.  I  (arm  with  my  family  In  the  lower  Taklma  Valley  on  irrlntad 
pround.  We  grow  a  number  of  different  cropa.  Many  of  tbe  ciopa  we  frow  ate 


ly  Google 


651 

water  IntenilTe.  Host  of  onr  lirlgBtlon  Is  rill.  We  ntUlce  hand  llnea  ocasslonatlr 
to  incorporate  herblddes,  to  apply  light  Irrlgatlona  and  In  ctmJaDctimi  with 
waste  water  retnm  ajaUaia. 

The  pnrpose  vi  ay  testimony  Is  to  discuss  the  ACP  program  as  administered 
In  Benton  Connty  and  to  discuss  administration  of  208  Water  Qnalltr  fands. 
ACP  program  has  been  of  great  value  In  our  area  particularly  because  of  the 
preponderance  of  rill  Irrigation  and  opportunity  for  slgnlScant  soil  erosion  from 
irrigation  water.  A  common  annual  planning  function  for  farmers  Is  to  budget 
Irrigation  improTementa  to  utlllae  ACP  funds.  These  Improvements  have  fre- 
quently been  In  the  areas  of  replacing  open  headdltchea  with  pipe,  Installing  drain 
pipes  In  place  of  open  runoff  and  In  InataUlng  waste  water  return  systems. 

To  be  more  useful,  improvements  In  the  ACP  progratn  should  be  made  In  at 
least  two  monetary  areas.  First,  the  annual  maximum  amount  of  money  available 
to  each  farmer  should  be  Increased.  Inflation  has  Increased  the  cost  of  projects 
significantly.  On  our  farm,  I  can  thlnb  of  no  idping  improvement  made  In  the 
last  five  years  which  cost  less  than  $6,000,  well  over  the  maximum  amount  of 
funds  available  to  us.  Most  of  our  return  systems  cost  from  |6,000  to  $10,000 
per  system.  To  lay  even  one  half  mile  of  8"  high  pressure  PVC  pipe  costs  around 
$9,000,  such  as  we  have  recently  done  to  utlllae  water  from  a  Washington 
Department  <tf  Ecology  weU. 

Available  funds  under  ACP  have  actually  declined  despite  Inflation.  Initially 
funds  at  {500,000,000,  the  program  has  been  reduced  to  a  present  $190,000,000. 
More  funds  are  essential — $3,500  annually  to  farmers  Is  not  adequate  to  accom- 
plish the  purpose  of  the  ACP. 

Likewise,  a  revlslou  In  present  ACP  rules  and  regulations  would  be  helpfnL 
At  present,  an  ACP  practice  roust  be  comideted  In  one  year  and  can  be  funded 
only  for  that  year.  Because  roost  practices  cost  the  farmer  much  more  than  the 
QULximum  ACP  funds  available  to  him,  only  a  portion  of  the  practice  Is  covered 
by  ACP.  Many  ot  these  practices  must  be  done  all  at  once  as  only  a  portion 
would  not  be  useful.  Likewise,  the  project  may  be  one  which  was  not  forseeable 
and  not  a  part  of  a  long  term  program  for  a  complete  farro.  This  results  In  either 
the  farmer  not  proceeding  with  the  project  or  In  a  cash  flow  disruption  for  the 
farmer.  If  ha  does  proceed,  a  modification  in  the  rules  and  regulations  should  be 
made  to  allow  the  farmer  to  use  ACP  funds  from  several  years  on  a  single 
practice. 

I  would  also  like  to  discuss  the  ASC's  rule  In  administering  the  funding  of  the 
208  program.  The  208  program  will  primarily  be  anccessfnl  If  properly  funded. 
In  our  county,  the  A8C  was  instrumental,  through  pec^le  appointed  by  It,  In 
developing  the  206  program.  The  committee  is  Intimately  familiar  with  It 
Llkewlee,  the  ASCS  In  our  county  Is  staffed  with  highly  competent  and  dedicated 
people  nho  have  proven  their  ability  to  disburse  ACP  fuuds.  It  would  be  of  great 
value  In  assuring  the  success  ot  the  208  program  for  fund  disbursements  to  be 
made  by  the  ASCS. 

Similarly,  development  and  administratloQ  of  clean  water  practices  should  be 
done  only  through  the  close  cooperation  with  the  A8C  committee.  As  Indicated, 
the  committee  in  our  area  has  had  to  date  important  input  In  developing  the 
program.  Contlniilng  administration  of  the  208  irrigated  agriculture  water  quality 
management  plan  should  be  done  with  close  oversight  by  the  ASC  committee. 

This  concludes  my  remarks.  Thank  you  for  your  kind  attention. 

Mr.  Marlen££.  Now,  Mr.  Don  Thompson,  from  More,  Oreg. 
STATEMEBT  OP  SON  THOHFSOH,  FAKKEB,  anvintk-a  COHXTT, 


Mr.  Thoufson.  Congressman  Marlenee,  thank  you  for  the  oppor- 
tunity you  have  given  me  to  come  here  and  talk  with  you  about  Btnne 
of  the  ideas  I  have  about  conservation. 

I  am  Don  Thompson,  a  farmer  from  Sherman  Coun^  in  Or^on. 
I  am  also  vice  president  of  the  Oregon  Wheat  Growers  Le^ue.  This 
is  an  organization  that  represents  9,000  wheat  growers  in  Oregon. 

I  and  my  son  raise  wheat  and  barley  in  a  dryland  summerrallow 
area  that  at  times  have  a  severe  erosion  prc^lem,  mainly  from  water 
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nmoff  on  unprotected  slopes  during  the  hesvy  precipitation  in  winter 
months. 

This  condition  is  further  emphasized  by  frozen  soil  conditions. 

I  want  to  make  two  points  with  your  subcommittee  that  are  ex- 
tremely imporuutt  in  any  decisions  your  subcommittee  may  make  in 
regard  to  conservation  programa 

First,  I  want  to  emphasize  the  amount  of  conservation  work  that 
has  been  accomplished  by  fanners.  Second,  I  would  like  to  talk  a 
little  about  conservation  programs  on  farms  that  should  be  in  tbe 
form  of  incentives  rather  than  regulation. 

I  think  this  has  been  brought  out  by  Chairman  Jones.  These  are 
thil^  he  has  been  thinking  about,  also. 

'V^  have  accomplished  a  lot  in  controlling  erosion  in  Shermu 
County,  Oreg.  and  I  am  proud  of  the  work  that  has  been  done  in 
Oregon. 

Sherman  County  is  a  small  county  with  283,000  acres  of  noiiir> 
rigated  cropland.  We  have  very  little  irrigation  in  that  area.  Our  aver- 
age rainfall  is  11  inches  per  year. 

We  have  4  million  feet  of  terraces  installed  at  this  time  and  that's 
nearly  800  miles.  We  have  500  sediment  dams  and  400  acres  of  grass 
waterways. 

Our  local  soil  conservation  district  estimates  this  to  be  about  40 
percent  of  the  work  that  needs  to  be  done  in  the  county,  WeVe  done 
a  lot  but  there  is  still  a  lot  to  be  done. 

Other  counties  in  our  area  have  made  similar  progress.  One  rea- 
son I  think  this  has  been  possible  has  been  a  program  that  we  have 
in  Ore^n  with  the  Oregon  Wheat  Growers  League  and  it's  called 
the  "Conservation  Man  of  the  Year  Program." 

We  had  a  group  of  fanners  that  started  this  prt^ram  in  1948. 
That  was  SI  years  ago.  They  felt  conservation  was  a  problem  80 
they  started  to  do  some  work  in  this  area. 

A  farmer  is  picked  from  each  county  raising  wheat  in  the  State. 
All  these  farmers  are  honored  at  our  State  convention  and  a  State 
winner  is  chosen.  Tours  of  all  county  winners  are  conducted  follow- 
ing the  tour,  by  a  tour  of  the  State  winner  the  following  year. 

Farmers  see  the  result  of  good  conservation  practices  and  respond 
by  trying  some  practices  on  their  own  farm.  Benefits  from  the  con- 
servation practices  are  then  best  sellers  for  the  program.  I  am  proad 
of  the  work  that  has  been  done  and  is  being  completed  further  at  this 
time. 

Now  my  second  point.  Help  to  implement  conservation  practicee 

on  farms  should  be  in  the  form  of  incentives  rather  than  r^fulation. 

We  feel  farm  prtu^ram  regulations  that  require  a  farmer  to  nse 

certain  practices  before  being  eligible  for  program  benefits  woiJd 

be  inadvisable  and  very  hard  to  administer. 

The  variations  of  weather,  soil  types,  land  ownership  and  cropping 
patterns  make  equitable  decisions  hard  to  make.  Incentives  in  the 
way  of  cost  shares  for  practices  proven  effective  at  the  local  level 
are  a  better  way  to  get  practices  on  the  land  and  keep  them  there. 

The  agriculture  conservation  program  has  been  an  effective  way 
to  get  this  done  in  our  area.  We  feel  the  county  ASC  committeea 
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have  administered  the  program  in  a  very  respon^ble  manner  and 
recommend  that  further  programs  be  continued  on  the  same  basis. 

Program  administration  can  best  be  made  at  a  level  as  close  to  the 
farmer  as  possible.  There  is  a  need  for  additional  funding  under  the 
ACP  program.  Funding  has  remained  in  the  neighborhood  of  $190 
million  for  many  years. 

In  the  15  years  I  have  been  working  on  conservation  projects,  in- 
flation has  cut  tha  amount  of  work  that  can  be  done  for  this  fund  in 
half. 

In  summary,  farmers  have  accomplished  a  lot  with  coet>Bhare 
money  that  is  put  together  with  a  lot  of  their  own  time  and  money  to 
control  erosion.  Incentives  are  much  better  than  regulations. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you,  Don.  You  have  a  right  to  be 
proud  of  the  work  that  has  been  done  out  there. 

Jack  DeWitt,  a  farmer  from  Waitsburg  and  I  assume  that's  Waits- 
burg,  Wash.  Welcome  to  the  stand. 

STATEMENT  OF  lACE  DeWITT,  KAHAOEB,  fOUBSATIOH  FASH. 
niC.,  WAITSBVUO,  WASH. 

Mr.  DEWrrr.  My  name  is  Jack  DeWitt  I  am  manager  of  a  4,800- 
acre  fanning  operation  near  Walla  Walla,  Wash.,  called  the  Founda- 
tion Fsrm,  Inc. 

Our  main  crops  are  dryland  wheat  and  peas  and  about  20  percent 
of  the  acreage  is  irrigated.  Most  of  th^  land  lies  in  an  18-  to  20-inch 
rainfall  belt  and  is  vulnerable  to  severe  water  erosion. 

However,  during  mv  time  at  Foundation  Farm,  now  going  on  15 
years,  we  have  be^  able  to  keep  soil  losses  at  a  minimum  by  a  com- 
bination of  practices  which  include,  No.  1,  installation  of  over  6  miles 
of  waterways. 

No.  2,  dividing  slopes  into  different  crop  sequences  so  that  an  entire 
slope  is  never  vulnerable  at  the  same  time.  No.  3,  elimination  of  Bum^ 
mer  fallow  from  the  rotation^  so  the  soil  works  up  dry  and  cloddy  in 
the  fall  and  is  open  and  receptive  to  winter  rains. 

No.  4,  limiting  resid  le  buminc  to  grass  fields  only.  Na  5,  making 
minimal  use  of  the  molthoard  plow,  and  maximum  use  of  cmsels  anS 
discs,  so  that  crop  residue  i  'ill  be  left  on  the  soil  surface. 

No.  6,  seeding  wheat  ea  '  -  in  the  fall  despite  weed  and  disease  prob- 
lems that  can  result. 

For  manv  of  these  practices,  we  could  have  received  several  thou- 
sands of  dollars  in  cost-share  moneys  over  the  past  15  years,  but 
except  for  a  few  hundred  dollars  accepted  during  the  li»60's,  we  have 
paid  the  full  costs  ourselves  for  several  reasons. 

Onp.  I  believe,  is  each  farmer's  personal  responsibility  to  conserve 
his  soil  and  cost  is  a  flimsy  excuse.  Two,  integrated  conservation  prac- 
tices dont  cost,  they  pay.  And,  three,  I  have  Government  redtape 
anrt  would  rather  do  it  myself. 

You  m^  think  at  this  point  that  my  purpose  here  today  is  to  call 

for  an  end  to  Government  cost  sharing,  but  that  is  not  my  purpose. 

I  am  here  because  I  am  concerned  about  the  slow  rate  at  which  con- 
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servation  technology  is  bein^  applied  in  this  county.  GoremiDeat 
cost  sharing  can  provide  the  incentive  to  apply  these  prftctiQe& 

In  Walla  Walla  County,  past  ACP  funds  have  been  used  to  success- 
fully prontote  trashy  fallow  practice.  Now  this  practice  is  well  estab- 
li^ed  and  payments  are  no  longer  made  for  this  purpose. 

Some  of  the  practices  now  being  emphasized  and  acres  served  in 
the  past  2  years  are  as  follows.  Sod  waterways,  3,166  acres ;  sidMoiliiu^ 
360  acres ;  permanent  grass  seedings,  628  acres ;  stripcropping  and  di- 
vided slopes,  3^13  acres;  terraces  and  diversions,  660  acres;  conaar^ 
vation  tilfage,  9,178  acres. 

This  last  item  is  especially  stgntiicant.  When  a  Government  pro- 
gram stimulates  a  new  tillage  practice  on  nearly  10,000  acres,  we  am 
getting  someplace.  When  these  practices  have  become  well  established, 
a  responsible  county  committee  will  shift  funds  to  more  intensive 
practices. 

This  type  of  promotional  cost  sharing  should  not  only  be  ccmtuiaed, 
it  should  he  pushed  and  expanded. 

The  alternative  to  cost  sharing  is  involuntary  application  of  oqd- 
aervation  practices  through  the  force  of  law.  That  route  would  nieet 
fierce  resistance  from  independent-minded  farmers  jealous  of  tb^ 
constitutional  property  rights. 

As  far  as  is  possible,  conservation  technology  should  be  applied 
voluntarily  and  Government  can  provide  the  incentives  to  get  tne  job 
done. 

And  cost  sharing  is  not  the  only  way  in  which  Govemmmt  should 
help.  Adequate  funds  need  to  be  provided  to  local  SCS  o&cee  so  that 
local  research  can  be  carried  on,  demonstration  plots  can  be  set  up^ 
education  seminars  conducted  and  adequate  techmcal  assistance  pn-- 
vided  to  farmers. 

Over  50  percent  of  the  problem  in  getting  conservation  technology 
applied  is  educational,  not  economic.  If  farmers  can  be  convinced  l£e 
application  of  conservation  practices  will  be  eonomically  beneficial, 
no  further  incentive  will  be  needed. 

Another  way  Government  can  help  is  to  provide  long-teoa  loaitf 
for  construction  of  waterways,  catch-dams,  terraces,  et  cetera.  A  mile 
of  terrace  costs  over  $5,000.  A  mile  of  waterway  over  $1,500.  Financ- 
ing such  projects,  even  with  cost  sharing,  can  be  a  burden  to  many 
fanners. 

Still  another  way  to  help  is  to  provide  long-term  loans  for  machinery 
purchases.  A  few  years  ago,  we  tiad  conditions  which  produced  exces- 
sive straw  growth  in  Walla  Walla  County. 

Farmers  who  were  used  to  working  fields  covered  with  4,000  to  fi^OOO 
pounds  of  straw  had  to  contend  with  9,000  to  10,000  pounds. 

Buying  equipment  to  properly  handle  this  much  straw  often  meant 
an  investment  of  $15,000  to  $30,000.  Rather  than  spend  that  kind  of 
money  for  new  equipment,  many  solved  the  problem  with  a  boc^  of 
matchea 

Field  burning,  unfortunately,  is  one  of  the  most  erosion-prone  prto- 
tices  one  can  apply  in  Walla  Walla  County. 

For  many  years  now  ASCS  has  had  a  loan  program  to  promote 
farm  grain  storage.  I  think  it's  time  a  similar  program  was  ii^tut«d 
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to  help  fanners  meet  the  long-term  capital  needs  of  applying  conaerra- 
tion  technology. 

I  would  like  to  conclude  wit^  a  few  words  about  prolificatoi^  Gov- 
ernment bureaucracies.  I  have  some  mixed  emotions  about  askmg  for 
Giovemment  incentives  to  apply  conservation  practices,  because  new 
or  expanded  programs  invite  a  new  layer  of  bureaucracy. 

To  discourage  empire  building,  I  strongly  rec<Hnmend  that  all  in- 
centive payments,  including  moneys  from  the  Clear  Wat«r  Act,  ACF 
and  any  other  conservation -oriented  programs,  be  tunneled  through 
the  existing  ASCS  bureaucracy. 

Kesponsibilitj  for  practices  apecifications  and  technical  assistance 
should  remain  with  conservation  experts,  or  in  other  words,  the  SCS. 

I  would  also  like  to  add,  as  a  footnote,  that  tax  moneys  used  for 
conservation  promotion  will  benefit  the  general  public  as  much  or  more 
than  the  recipient  farmer.  As  an  example,  look  to  the  history  of  agri- 
cultural production  research. 

Over  the  past  several  decades,  the  ABS  and  land-grant  colleges 
have  spent  hundreds  of  millions  of  dollars  on  production  research. 
The  result  has  been  improved  cultural  practices,  laborsaving  ma- 
chinery, better  seeds,  more  adequate  crop  nutrition,  and  more  effective 
weed  controL 

These  combined  practices  have  increased  yields  drastically,  at  times 
producing  price-depressing  gluts. 

The  farmer  has  not  been  the  chief  beneficiary  of  this  research.  The 
primary  beneiits  have  been  passed  on  to  consumers  in  the  fonu  of 
practically  inflation- free,  raw-product  prices.  The  savings  to  con- 
sumers amounts  to  billions  of  dollars  per  year.  Public  moneys  spent 
now  on  conservation  promotion  will  provide  similar  consumer  benefits 
in  years  to  come. 

Properly  cared  for,  our  soils  will  remain  ;groductive  for  thousands 
of  years  to  come.  Neglected,  their  productivity  will  be  gone  in  a 
couple  of  generations. 

Thank  you  for  this  opportunity  to  express  ray  views  on  conservation. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  DeWitt  We 
appreciate  that. 

Mr.  Marlenee  must  leave  us  because  he  has  a  plane  to  catch  and  a 
long  way  to  go.  Eon,  thank  you  so  much  for  being  here. 

Mr.  Marlenee.  Thank  you  for  having  the  hearings  out  here,  Mr. 
Chairman.  This  is  kind  of  my  reserve  district  and  I  appreciate  your 
understanding  and  willingness  to  come  out  here.  Ttumk  you. 

Mr.  Jones  of  Tennessee.  Have  a  good  trip,  Ron. 

Our  next  witness  is  Mr.  Eddie  Johnson  of  the  Washington  Asso- 
ciation of  Wheat  Growers  of  Wilbur,  Wash. 

STATEKENT  OF  EDDIE  70HNB0H,  FABHER,  WTLBTTB,  WASH. 

Mr.  Johnson.  Mr.  Chairman  and  subcommittee  members,  ray  name 
is  Eddie  Johnson  and  I  am  a  farmer  from  Wilbur,  Wash.  I  ampres- 
ently  serving  as  co-ecology  chairman  and  representative  for  the  Wash- 
ington Association  of  Wneat  Growers,  Ritzville,  Wash. 

Washington  State  wheat  growers  feel  there  are  several  major 
issues  concerning  continuing  conservation  efforts  that  need  to  be 
resolved. 
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First^  farm  programs  versus  conservfttion  programs.  Historically, 
every  time  a  Food  and  Agriculture  Act  is  enacted  and  administered, 
the  conservation-minded  farmers  have  been  doubly  penalized  for  vol- 
untarily retiring  wheat-historied  land  to  soil  conservation  practices. 
Therefore,  conservation -mined  farmere  that  have  vmuntarilj 
entered  into  these  progiums  with  or  without  the  use  of  agriculton 
conservation  program  payments  are  being  penalized  under  the  new 
farm  program's  ii-year  limitation. 

The  Washington  Association  of  Wheat  Crrowers  urges  the  Secre- 
tary of  Agriculture  to  confer  with  the  Directors  of  the  Environmental 
Protection  Agency  and  the  Soil  Conservation  Service  in  order  to 
eliminate  conflicts  between  farm  programs  and  soil  conservation  pro- 
grams and  provide  incentives  for  implementation  of  best  manage- 
ment practices  by  landowners  and  operators  that  allows  said  land- 
owners and  operators  to  be  compensated  through  positive  incentives 
such  as  land  tax  credits,  or  tax  credits  for  locaUy  accepted  conserva- 
ti(m  practices  and  the  inclusion  of  wheat-historied  land  in  the  normal 
crop  acres  that  have  been  retired  to  locally  accepted  conservation 
practices. 

For  example,  5  to  10  percent  of  the  total  farming  operation  could 
be  included  as  NCA  without  penalty.  If  a  person  had  1,000  acres  and 
A  percent  of  those  acres,  he  would  m  allowed  50  acres  included  in  his 
NCA  that  would  be  good  conservation  measure. 

WAWG,  furthermore,  recommends  that  the  Director  of  Production 
Adjustment  Division,  ASCA,  and  TJSDA  expand  the  eligibility  for 
set-aside  acreage  to  include  any  wheat-historied  land  voluntarify  re- 
tired for  established  conservation  reasons,  regardless  of  retiramoit 
date  and  excluding  soil  hank. 

Economics.  In  light  of  past  and  current  agricultural  budget  cuts, 
it  is  evident  that  there  is  less  technical  assistance  and  funds  for  con- 
servation programs. 

For  example,  Lincoln  County  had  funding  prior  to  1977  at  approxi- 
mately $19,1,500.  In  1978,  those  funds  dropped  to  $132,000  plus  $20,000 
additional  late  in  the  year  for  a  total  of  $152,000  last  year. 

The  county  Agricultural  Stabilization  and  Conservation  Service 
Committee  has  Wn  forced  to  determine  which  fanners  would  get 
funding  for  terraces,  waterways,  dams,  et  cetera. 

I  might  add  that  because  of  the  public  awarwiesa  of  208  m  thiB 
State,  farmers  have  been  made  quite  aware  of  the  need  for  conserva- 
tion and  tiiere  has  been  a  heavy  demand  for  conservation  practices  by 
the  farmers. 

Conservation  programs  should  provide  fimds  for  small-SMle  ™*^ 
shed  projects  and  increased  ACP  annual  funds  Ut  countiea.  Small 
watershed  projects  should  be  developed  to  help  determine  actual  co* 
and  benefit  ratios  to  the  farmers  and  the  public. 

WAWG  requests  that  additional  funds  for  technical  personnel, 
increases  for  ACP  and  small  watershed  projects  be  provided. 

Agricultural  economic  returns  are  critical  since  farmers  do  mx 
enjoy  or  even  benefit  from  a  cost-plus  basis  such  as  industry  don. 
Producers  are  unable  to  pass  the  cost  of  conservation  abatement  on  t» 

the  consumer.  _  _.  

No.  a,  local  control  of  conservation  programs.  Farmers  want  om- 
tinued  local  control  of  conservation  programs.  Farmers  do  not  prefer 
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short-term  or  long-term  conservation  agreements,  because  of  the  un- 
certainty of  new  farm  program  administrations  and  farm  economics. 
Farmers  need  continued  conservation  support  beyond  the  first 
initial  cost  share  for  such  practices  as  dams  and  terraces,  which  have 
a  present  life  of  7  to  10  years  at  which  time  they  require  updating 
maintenance. 

Just  recently,  I  spent  $1.25  a  cubic  yard  to  remove  silt  from  behind 
one  of  my  earthen  dams.  Originally,  the  dam  was  built  with  cost 
share  money,  but  there  are  no  provisions  under  current  conservations 
programs  for  maintenance. 

When  farmers  decided  to  incorporate  conservation  programs  into 
their  fanning  operation,  they  don't  want  a  mile  of  red  tape  and  4 
weeks  delay  for  funding  approval  and  design. 

Farmers  serving  on  local  water  quality  committees  have  devoted 
many  voluntary  hours  to  developing  a  workable  water  quality  man- 
agement plan.  It's  time  they  should  receive  some  compensation  for 
their  efforts. 

Furthermore,  it's  high  time  the  Grovennent  bureaucracy  put  to- 
gether funds  for  additional  conservation  programs  distributed 
through  existing  Government  agencies. 

No.  4,  Research.  WAWG  recommends  that  additional  research  be 
done  on  the  area  of  economic  cost  benefit  data  to  the  farmers  and 
public,  development  of  new  agriculture  chemicals,  and  new  erosion 
techniques. 

No.  5,  Chemicals.  Farmers  need  existing  and  new  chemicals  not  only 
to  produce  effectively,  but  also  to  control  soil  erosion  by  reducing 
mechanical  tillage.  Chemicals  used  in  combination  with  mechanical 
tillage  can  reduce  soil  erosion. 

Chemicals  used  in  the  fall  and  spring  can  help  to  conserve  moisture 
and  dela^  mechanical  tillage  of  the  soil  in  the  spring. 

Chemicals  used  in  the  fall  to  kill  cheat  grass,  et  cetera,  can  also  re- 
duce soil  pulverization  prior  to  the  seeding  of  winter  wheat. 

Yet,  because  of  economics,  farmers  revert  to  mechanical  tillage. 
WAWG  urges  that  a  cost-sharing  program  be  developed  for  use  of 
these  proven  chemicals,  such  as  Roundup  and  Paraquate,  that  can  re- 
place mechanical  tillage  operations. 

Implementation  of  soil  conservation  programs  will  require  the  con- 
tinued and  increased  use  of  chemicals  in  farming  operations.  The 
EPA  is  currently  in  the  process  of  eliminating  many  existing  chemi- 
cals and  preventing  most  new  chemicals  from  oeing  released. 

WAWG  recommends  that  the  EPA  recognize  the  inconsistency  of 
their  position  on  these  matters  and  suggests  they  correct  the  problems 
so  agriculture  can  meet  the  Clean  Water  Act,  Public  I^aw  92-500, 
section  208. 

The  Washington  Association  of  Wheat  Growers  thanks  you  for 
giving  us  the  opportunity  to  speak  to  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Johnson,  for  a 
good  statement. 

Our  last  witness,  as  far  as  my  record  shows,  is  Mr.  Glenn  Dobbins 
of  Cheney,  Wash. 

If  there  is  anyone  else  who  would  like  to  have  a  statement  or  has  a 
statement  they  would  like  to  read,  we  will  certainly  take  the  time  to 
listen. 
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There  is  do  problem  if  you've  got  a  prepared  statement  or  some- 
thing to  say. 
Mr.  Dobbins,  welcome  and  you  may  proceed. 

STATEMEHT  OF  OLEHK  DOBBUTS,  FABHEB,  SFOKAlte;  COUITT, 
WASH. 

Mr.  Dobbins.  Mr.  Chairman  and  members  of  the  subcommittee  my 
name  is  Glenn  Dobbins.  I  live  and  farm  with  two  sons  in  Spokane 
County  here  in  the  eastern  part  of  the  State  of  Washington. 

I  am  a  member  of  the  Spokane  County  ASCS  committee.  I  would 
like  to  interject  here  that  Mr.  Ed  Froberg  is  the  program  specialist 
on  the  State  ASCS  committee. 

I  sincerely  appreciate  the  opportunity  you  are  providing  farmers 
across  the  Xation  to  present  testimony  regarding  their  view  on  the 
ACP  and  conservation  and  that  you  recognize  flie  importance  of  a 
good  conservation  program. 

When  the  Conservation  Act  of  1936  was  passed,  it  was  funded  at 
$500  million  and  those  dollars  went  a  whole  lot  further  than  they  do 
now.  I  feel  the  ACP  should  still  be  funded  at  that  level  or  more,  which 
today  would  be  over  $1  billion. 

The  Nation  has  received  an  excellent  return  on  its  investment  in 
agricultural  conservation.  The  ACP  has  been  a  real  success  story  and 
I  feel  a  great  majority  of  the  Nation's  fanners  have  demonstrated 
their  willingness  to  carry  out  good  soil  and  water  conserving  practices 
on  the  land. 

But  their  job  is  never  done.  It  is  a  continuing  process  but  there  is 
a  limit  to  what  farmers  can  and  will  do  when  faced  with  ever-increas- 
ing costs. 

Some  of  the  areas  of  concern  to  me  are,  No.  1,  county  and  community 
committees  should  have  more  authority  in  establishing  approved 
practices  for  their  counties  because  they  have  a  better  view  of  the 
problems  and  how  they  could  best  be  corrected. 

No.  2,  our  concept  of  the  ACP  needs  to  be  reexamined.  In  the  past 
we  have  used  a  kind  of  bandaid  approach  to  conservation  problems 
when  a  major  operation  should  have  been  performed. 

I  feel  if  there  is  a  real  erosion  problem,  for  instance,  enough  money 
would  be  spent  on  the  practice  to  correct  the  problem.  Inis  could 
mean  doing  away  with  the  payment  limitation. 

If  a  control  structure  or  whatever  type  project  is  needed  to  control 
the  problem  that  will  cost  from  $20,000  on  up,  $3,500  is  just  not  realis- 
tic and  provides  very  little  incentive. 

No.  3,  a  good  conservation  program  cannot  be  funded  on  the  pres«it 
basis.  You  cannot  carry  out  a  good  program  when  you  don't  know 
until  the  year  is  half  gone  how  much  money  you  will  have  to  allocate 
or  when  you  are  faced  with  the  possibility  of  no  funds  at  all. 

To  get  our  conservation  job  done,  we  need  in  excess  of  $1  billion 
a  year  and  we  need  to  know  it  is  going  to  be  available  every  year  on  a 
continuing  basis. 

Conservation  of  our  natural  resources  is  of  tremendous  importance 
to  every  man,  woman,  and  child  in  the  Nation  whether  they  realize  it 
or  not 
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I  don't  think  we  can  wast&  any  more  time  discussing  whether  or 
not  we  are  going  to  have  an  ACP  or  if  it  will  be  funded  to  $80  million 
or  $190  million,because  that  will  not  get  the  job  done. 

Conservation  benefits  everybody,  therefore  the  costs  should  be 
shared.  Farmers  need  cost  sharing  in  realistic  amounts  and  they  need 
tax  credits  as  an  incentive  to  take  marginal  or  erodible  land  out  of 
production.  We  need  money  to  help  maintain  practices,  such  as  sedi- 
ment retention  structures  and  terraces. 

As  I  drive  around  in  Spokane  County,  I  can  see  a  lot  of  positive 
results  of  the  ACP  and  I  think  we  need  to  continue  most  of  the  prac- 
tices we  presently  are  using,  but  I  also  feel  we  need  to  zero  in  on  the 
major  problem  areas  and  correct  them  and  this  takes  a  lot  of  money. 

It  has  been  suggested  a  trust  fund  be  established  to  raise  money 
for  basic  soil  and  water  conservation  practices  and  I  would  be  in  favor 
of  this. 

Again,  I  appreciate  the  opportunity  to  be  here  and  express  my 
views. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Dobbins,  very  much. 

Is  there  anyone  else  here?  Have  we  overlooked  anybody! 

Mr.  Tate.  I  would  like  to  make  some  comments. 

Mr.  Jones  of  Tennessee.  Yes,  sir,  come  right  on  up. 

Mr.  Tate.  Mr.  Chairman,  I  did  not  prepare  anything,  because  I 
did  not  know  if  I  would  be  able  to  attend  or  if  I  would  be  exact  as  to 
what  nature  of  the  conservation  hearing  you  were  having. 

STATEHEKT  07  GOSDON  TATE,  FABHES,  IDAHO 

Mr.  Tate.  1  am  Gordon  Tate  and  I  have  a  farm  across  the  line  over 
in  Idaho.  I  worked  for  15  years  with  the  Soil  Conservation  Service 
in  eastern  Washington  and  northern  Idaho.  Later  on,  I  was  supervisor 
of  the  soil  conservation  district  and  helped  start  the  R.C.  &  D.  project 
we  have  had  in  northern  Idaho  and  eastern  Washington. 

There  are  several  things  I  feel  we  need  to  emphasize  in  conservation 
work.  We  need  to  emphasize  local  control  and  particularly  in  ACP 
practices,  where  oftentime  in  our  committees,  we  set  up  some  prac- 
tices we  would  like  to  use  and  receive  some  cost,  but  at  the  State  level 
they  were  eliminated. 

We  need  more  assistance  in  field  trials,  where  we  can  actually  take 
a  whole  field  on  the  farm  and  try  out  practices,  particularly  stubble 
mulching  and  this  type  of  thing,  on  a  field  basis. 

We  need  assistance  in  that  type  of  thing,  not  only  technical  but  some 
financial  assistance  and  part  of  it  may  be  in  securing  the  necessary 
equipment  to  do  the  job. 

We  need  a  long  range  program  such  as  has  already  been  mentioned 
here,  something  like  the, Great  Plains  program.  It  is  pretty  hard  to 
expect  the  farmer  to  start  something  without  knowing  what  he's 
gomg  to  be  able  to  get  for  it  in  the  years  to  come. 

We  should  definitely  avoid  the  threat,  as  is  being  made  under  808 
of  land  use  regulations.  I  would  like  to  point  out  that  any  assistance, 
financial  or  otherwise,  is  repaid  back  to  the  people  of  this  country  in 
far  greater  amounts  than  the  cost  of  it. 
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Many  farmers  spend  a  lot  more  money  just  on  their  own  in  trying 
to  protect  their  land  and  their  soil  than  they  are  ever  receiving  in  any 
cost  sharing  practice. 

I  would  like  to  suggest  that  funds  should  be  administered  throu|{h 
ASCS  and  the  technical  help  should  be  considered  through  SCS. 

Adequate  funds  should  be  provided.  It's  already  been  pointed  out 
several  times  that  we  are  not  even  scratching  the  surface  on  tbe 
funds,  even  as  compared  to  what  the  intent  was.  Five  hundred  mil- 
lion dollars,  as  few  years  ago,  might  have  done  something,  but  now 
we  dont  even  get  that  much  assistance. 

Every  time  cuts  are  made,  the  cuts  are  made  strictly  at  the  lool 
level.  The  man  that's  out  there  helping  to  get  conservation  practices 
on  the  land  is  the  first  one  that  is  let  out.  We  dont  make  those  cuts 
at  the  higher  levels  of  our  bureaucracy. 

I  would  suggest  that  above  all,  we  do  not  have  any  new  agency.  I 
think  we  have  the  setup  to  do  it,  if  we  can  work  out  the  projects  and 
then  j^ve  these  agencies  the  assistance  they  need  in  carryout  of  the 
work. 

It's  a  very  important  thing.  As  I  also  say,  I  have  devoted  many 
years  to  it.  I  am  not  presently  associated  with  the  district  in  any  capa- 
city but  it's  very  dear  to  my  heart  and  it's  something  that  we  abso- 
lutelv  must  do  for  the  welfare  of  our  country.  We  have  to  protect  our 
cropland  base. 

Thank  you. 

Mr,  Jones  of  Tennesse,  Thank  you  very  much,  Mr.  Tate. 

Does  anyone  else  have  a  statement  they  would  like  to  make  or  say 
anything  at  all  in  this  regard  ?  It's  getting  a  little  late  to  go  into  a  lot 
of  questioning. 

I  would  like  to  summarize  what's  been  said  here  ahd  if  there  is 
any  discussion,  I  would  certainly  entertain  anything  you  would  like  to 
say. 

Before  1  do  that,  I  would  like  to  tell  you  we  have  had  hearings  in 
Hutchinson,  Kansas,  and  Aberdeen,  South  Dakota,  and  there  much 
time  was  spent  emphasizing  the  good  that  the  Great  Plains  program 
has  done.  They  were  pleading  for  continuation  of  the  Great  Plains 
program. 

Some  of  you  have  said  the  same  thing  this  afternoon  that  was 
said,  in  that  more  control  ought  to  be  had  over  whether  Or  not  a  pro- 
gram is  disbanded,  plowed  up,  or  whether  lands  change  owner^iip, 
if  they  should  be  allowed  to  disband  the  project  that  was  on  the  land 
at  that  time. 

Most  of  them  were  in  favor  of  the  same  procedure  you  were  here, 
that  they  would  have  to  be  kept  under  control.  If  they  are  good 
enough  to  start,  they  are  good  enough  to  keep. 

The  same  thing  was  said  there  that  has  been  said  here  this  after- 
noon by  several  of  you,  that  farmers  want  continued  local  control  of 
the  projects,  but  there  is  a  definite  need  for  long-term  projects,  not 
short-term  projects, 

I  asked  the  question  at  both  places  as  to  whether  or  not,  and  I  think 
the  Great  Plains  program  has  done  a  great  amoimt  of  f^ood.  I  asked 
the  question  as  to  whether  or  not  the  ones  who  were  participants' in 
the  Great  Plains  program  today,  and  you  know  there  are  parts  of 
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10  States  there  that  participate;  if  they  would  be  amenable  to  the 
idea  of  a  national  Great  Plains  program  to  be  used  in  areas  such  as 
we  are  herein,  where  the  project  needed  to  be  promoted  or  where  it 
needed  to  be  inaugurated. 

Every  one  of  them  said,  "Yes;  we  would  be  happy  to  see  a  national 
Great  Plains  program  provided." 

Of  course,  their  program  was  not  retarded  in  any  way,  which  I 
could  agree  with. 

I've  given  a  great  deal  of  thought  personally  and  my  staff  has,  and 
all  of  us  have,  to  some  sort  of  a  conservation  program  that  we  can  look 
forward  to,  not  tomorrow,  but  next  year  or  next  year,  sometime  in  the 
near  future,  when  we  can  really  put  together  something  that  will  be 
fundamental  and  will  be  lasting. 

We've  been  talking  about  the  ideas  of  some  self-support,  because 
I  agree  with  one  of  uie  gentlemen  just  a  few  moments  ago,  who  said 
that  it  all  can't  come— Mr.  DeWitt,  I  believe — that  it  all  can't  come 
from  the  Government  and  a  lot  of  people  are  getting  tired  of  a  con- 
tinued bureaucracy  and  so  much  of  it. 

I'm  one  of  them  who  is  fed  up,  too.  But  at  the  same  time,  I  want  my 
agricultural  people  to  share  as  much  as  anybody  else  does  in  the  bu- 
reaucracy. I  donx  want  to  see  them  cut  any  more  than  anybody  else 
is. 

We've  been  talking  about  tax  credits,  trust  funds,  and  ideas  like 
that,  or  some  sort  of  an  incentive  program  to  encourage  people  to 
participate  in  a  conservation  program. 

Here,  that  school  is  out,  as  far  as  just  giveaway  programs  are  con- 
cerned for  everybody.  We  are  not  going  to  be  able  to  get  the  type  of 
conservation  program  in  this  country  that  we  want  through  public 
funds. 

We've  got  the  only  President  in  the  United  States,  the  only  Presi- 
dent we've  had  in  recent  years,  who  has  advocated  even  an  ACP  pro- 
gram, much  less  to  work  for  one  and  this  subcommittee  worked  hard 
to  try  to  get  $250  million  and  we  did,  through  our  subcommittee. 

The  fuU  committee  approved  it,  but  the  budget  committee  cut  it 
back.  That's  just  exactly  what  happens  to  a  lot  of  these  programs 
that  are  hard  for  a  lot  of  people  in  the  Congress  to  conceive  and  to 
agree  on. 

Not  everybody  like  you  and  I  and  many  other  people  engaged  in 
agriculture  realize  just  how  difficult  and  how  great  a  problem  we  ^tce 
here  in  the  future  as  far  as  the  preservation  of  this  land  is  concerned 

Somebody  here  this  afternoon,  right  here  in  this  room,  said  20 
tons  of  topsoil  per  acre  per  year  is  being  lost  and  maybe  he  said  80 
tons,  I  don't  remember  for  sure. 

But  there  are  places  in  this  coimtry  where  there  are  30  to  40  and 
50  tons  of  topsoil  per  acre  per  year  being  lost,  productive  land,  but  it 
can't  last  forever  and  we've  got  the  greatest  opportimity  we've  ever 
had  in  my  lifetime  and  I  suspect  in  the  history  of  this  country  to 
really  put  together  a  program  that  can  be  beneficial  for  future  gen- 
erations. 

With  the  recognition  of  Bed  China  and  all  the  other  markets  we've 
got  opening  up  to  us  today,  we  can  produce  no  end.  We've  got  a  place 
to  seh  it  now,  and  sell  it  at  a  worthwhile  price,  but  we  just  simply 
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are  not  doing  the  job  with  our  soils  that  we  should  be  doing  if  we  ex- 
pect continued — if  we  expect  to  make  money  off  the  land  for  future 
generations.  We  are  going  to  wear  it  out  where  there  will  be  n<rthing 
fcft  for  it 

That's  the  history  of  many  countries  in  the  world  and  I  would  -like 
to  see  us  get  it  stopped  some  way  or  other. 

We  are  going  to  continue  hearings  over  the  areas  as  far  as  both 
farm  credit  and  conservation  is  concerned  and  we  are  not  tiring  to 
write  a  conservation  bill  for  this  year.  We  are  not  even  thinking  of 
approaching  the  idea  of  trying  to  come  up  with  something. 

But  we  do  welcome  the  testimony  of  all  of  you.  We  welcome  the 
suggestions  you  will  pass  on  to  us  from  time  to  time,  because  we  are 
looking  at  a  problem  that's  so  big  and  so  important  that  it's  voing 
to  take  more  than  a  small  subcommittee  on  conservation  credit  to 
come  up  with  all  the  answers. 

So,  we  need  vour  help  and  we  want  your  help.  We've  got  a  dedicated 
group  of  people  that  work  on  that  committee,  on  the  staff,  and  we  will 
try  to  put  something  together  that  will  be  worthwhile. 

I  realize  that  we've  got  enough  agencies  in  the  Agriculture  De- 
partment to  do  the  job,  if  we  can  just  come  forth  with  the  ri|^t 
ideas. 

Secretary  Bergland  has  voiced  a  very  very  strong  opinion  about 
support  for  a  program  of  this  sort.  Mr.  Foley  has  and  all  the  others 
have  on  the  Senate  side.  They've  done  the  same  thing. 

But,  gentlemen  and  ladies,  we've  got  to  come  forward  with  snne 
ideas  that  we  can  sell  to  Congress  and  that  we  can  afford.  That  goes  for 
farm  people,  the  people  who  live  in  States,  the  county  governments 
and  everybody  else  concerned. 

I  don't  believe  the  Federal  Government,  at  the  Federal  level,  can 
carry  the  whole  load. 

Does  anybody  have  any  comment  1 

Mr.  Bark.  I  would  like  to  respond  very  briefly.  State  Representa- 
tive Scott  Barr. 

I  just  eimply  wanted  to  respond  on  behalf  of  the  people  of  not  only 
this  State,  but  there  are  people  here  from  both  Oregon  and  Idalu) 
today  and  so  we  sincerely  express  our  appreciation  for  your  approach 
and  your  attitude  and  recognize  your  knowledge  of  the  subject,  that 
those  of  us  in  the  room  here  today  are  so  dedicated  as  you  have  dem- 
onst  rati>d  you  are  also,  to  this  end,  to  our  mutual  end. 

We  fee]  so  strongly  about  it,  as  you  do,  and  I  just  couldnt  help 
to  think  that  it's  so  appropriate  for  someone  to  respond  in  appre- 
ciation. 

If  anyone  else  wanted  to  mention  anything  more  technical  or  along 
those  lines.  I  didn't  want  this  to  take  the  complexion  of  a  shuto^ 
which  sometimes  it  does,  when  you  say  that.  I  dont  want  that  to 
happen  either. 

Mr.  Jones  of  Tennes.see,  I  appreciate  what  you've  said  very  much. 
It  is  helpful.  It's  a  challenging  job.  It's  something  that  has  got  to  be 
done  by  somebody.  There  is  no  doubt  about  it. 

We  have  sat  here  and  waited  too  long  already.  I'm  so  concerned  about 
where  we  are  going,  because  of  the  great  breakout  we've  out  in  mar- 
kets elsewhere  and  you  can't  stop  a  fanner  from  raising  wheat  or 
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soybeans  or  cotton  or  com  or  anything  else,  when  there's  a  good  profit 
in  it  and  you  can't  blame  him  for  doing  it,  but  there's  got  to  be  a  way, 
just  like  the  man — and  that's  the  reason  I  questioned  him  so  much 
about  those  peas  and  the  wheat  rotation — There's  got  to  be  a  way  to 
control  erosion  and  at  the  same  time  be  able  to  produce.  We  can  do 
it  some  way  or  other  and  we've  got  such  a  varying  amount  of  rainfall 
all  over  this  United  States  of  ours. 

We  have  a  lot  more  in  my  area  than  you  have  and  it  gets  to  be  a 
real  problem.  I  not  only  have  an  erosion  problem,  I  have  a  drainage 
problem  at  times  of  the  year.  We  all  do,  I  guess. 

Mr.  Barr.  I  might  ask,  in  all  the  research  and  activities  -you've 
held  around  over  the  area,  what  are  people  proposing  and  what  is  some 
of  your  thinking  and  your  committee  member's  thinking  about  how 
we  can  get  more  local  and  area  control,  because  we  all  know  that  when 
you  get  a  national  program,  you  start  going  downhill  from  there  on,  if 
it's  administered  from  the  top  level  and  does  not  have  the  necessary 
flexibility  at  the  local  level,  statewide,  countywide,  districtwide,  right 
on  down. 

I  would  think  if  there  is  any  one  obstacle  that  needs  to  be  over- 
come and  be  a  major  part  of  your  new  program,  if  I  might  put  it 
that  way,  for  the  future,  that  might  be  considered  the  one  big  thing. 

Mr.  Jones  of  Tennessee.  I  think  you  are  exactly  right.  There's  no 
doubt  about  it.  You've  got  to  start  at  the  top  to  formulate  the  pro- 
gram, in  order  for  it  to  simmer  on  down  to  the  local  level,  but  by  all 
means,  as  big  as  this  United  States  is,  you  cannot  sit  in  Washington, 
D.C,  and  formulate  a  program  that  will  work  in  every  county  in  the 
United  States  of  America. 

I  think  that's  one  of  the  things  that's  uppermost  in  our  minds  and  the 
minds  of  the  people  we  do  talk  to  out  m  t^e  area  and  that  is  what- 
ever is  done,  there's  got  to  be  enough  flexibility  in  it  that  it's  going  to 
become  a  local  pro-am. 

Mr.  Bads.  But  it's  got  to  have  some  authority.  If  they  don't  have 
the  authority,  it  just  doesn't 

Mr.  Jones  of  Tennessee,  The  truth  of  the  matter  is,  on  some  of  our 
programs  today,  we  have  more  local  authority  than  we  are  using 
and  we  are  being  given  authority  to  use  from  a  State  level  stand- 
point. 

I  can  cite  in  ASCS  a  number  of  programs  and  a  number  of  author- 
ities that  could  be  delegated  to  the  county  committee  if  the  State 
committee  would  do  it,  but  they  won't  alwavs  do  that. 

Mr.  Bark.  And  you  are  thinking  in  the  ASCS  ? 

Mr.  Jones  of  Tennessee,  Ko,  I  just  gave  that  as  an  example.  But 
someone  has  said  todav  here,  that  we've  got  enough  agricultural  agen- 
cies to  do  this  job  and  I  agree. 

But  I  think  the  technical  work  of  any  sort  of  a  conservation  pro-am 
must  be  done  by  SCS.  There  is  no  doubt  about  that.  They've  got 
more  expertise  than  .anybody  in  the  country,  unless  it's  the  Corps  of 
Engineers  and  the  Coi^  of  Engineers  couldn't  do  much  of  a  job  on  a 
farm. 

They  might  do  it  on  channelization  of  a  river,  but  the^  can't  on  a 
farm.  TTien  from  there,  I  think  ASCS  has  got  to  administer  these 
programs.  I  think  the  two  together  can  do  the  job. 
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Mr.  Barb.  Politically,  I  guess  it  has  to  be  this  way,  too. 

Mr.  Jones  of  Tennessee.  I  suppose  it  does.  I  don^  know.  There  may 
be  some  other  answers.  Let  me  ask  these  fellows  over  here  with  the 
staflf.  They've  been  to  everything  I've  been  to. 

Bob,  do  you  and  Wayne  want  to  add  anything  to  thatt  Is  that 
about  right  f  Isn't  that  the  thinking  of  the  majority  of  the  people  that 
the  technical  knowhow  comes  from  SCS  without  a  doubt  f  They've 
got  more  than  anybody  has?  They  havent  got  enough  help  and,  fel- 
lows, I'm  telling  you  there  is  not  much  chance  of  increasing  this  per- 
sonnel right  now.  They've  got  an  awful  tight  string  on  the  personnel 
ceilings  in  nearly  all  of  them.  ASCS,  SCS,  FmHA  and  all  of  them. 

I  don't  look  for  much  relief  there  and  I'm  not  sure  there  ought  to 
be.  If  they  had  to  run  for  their  job  every  2  years,  like  I  have  to  nm 
for  mine,  they  would  work  harder  anyway. 

Bob,  have  I  covered  it  pretty  good?  Some  incentives  have  been 
trusts  funds.  Some  of  them  tax  credits.  Some  have  berai  and  T  dont 
want  to  get  into  it  this  aft«moon,  because  I'm  not  sure  I  think  much  of 
it,  anyway  it  is  to  give  some  advantage  to  some  of  those  participants 
on  the  price  support  basis. 

I'm  not  sure  it  could  be  administered  in  the  first  place.  Yes,  sir. 

Mr.  BioBT.  Then,  Mr.  0iairman,  you  and  others  have  alluded  to 
the  fact  the  whole  country  is  benefited  by  some  of  these  projects. 

I  would  like  to  say  that  I'm  not  a  real  big  producer  in  a  lot  of 
things,  but  when  my  radishes  come  on.  I  notice  in  the  market  place  they 
sell  for  somewhere  near  two  bunches  for  4d  cents;  when  other  farmers 
and  myself  start  putting  out  local  radishes  on  the  market,  I  see  they 
are  down  to  three  bunches  for  29  and  that's  a  great  savings,  over  half  of 
what  they  have  been  paying  for  those  local  radishes  and  tiie  same  hap> 
pens  with  sweet  com,  cucumbers  and  other  small  vegetables  the  public 
has  to  buy. 

So,  I  might  say  I'm  surrounded  by  urban  sprawl.  I  could  sell  out 
for  $30,000  to  $40,000  an  acres,  but  the  people  come  to  my  place  and 
throw  the  produce  away  on  a  lot  of  the  things,  peaches  and  com  I 
dont  really  have  to  sell. 

I  think  the  savings  to  the  community  siirroimding  me  is  more  tjian 
what  I've  ever  received  in  the  small  ACP  projects  I've  been  helped 
twire  with  in  the  past  1.^  vears. 

Yet  those  practicfw  have  enabled  me  to  put  my  ground  under 
sprinkling  and  raise  more  radishes  and  more  green  onions  and  more 
cucumbers  per  acre  than  I  was  previously  doing  and  that  was  just 
one  aspect. 

But.  the  water  savings.  T  had  to  come  around  a  very  sandy  mountain 
at  quite  a  distance  to  bring  that  water  under  pressiire  to  my  farm. 
It  had  been  coming  in  dirt  ditches  that  not.  only  used  the  wat«r  but 
created  swampy  areas  down  below  and  it  created  problems  for  my 
neighbors. 

Now  by  reducing  that  swamp  and  that  seepage,  my  neighbors  en- 
joy produce  at  «  verv  much  smaller  cost  than  tney  would  have, 

Mr.  .Tones  of  Tennessee.  Did  you  say  you  live  in  a  big  dairy  section  ( 

Mr.  RioBT.  Yes,  sir.  we  have  quite,  northern  Utah  is  quite  a  big 
dairv  section. 

Mr.  JoKEB  of  Tennessee.  How  large  is  your  operation  f 
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Mr.  RiflBT.  I  have  100  acres,  but  then  you  ^row  radishes  and  green 
onions  and  stuff  like  that,  it's  a  back  liending  process  and  one  a«re 
is  enough  if  you  are  doing  it  alone. 

But  we  do  have  some  100,  200,  and  500-count  dairy  herds  in  north- 
em  Utah. 

Mr.  Jones  of  Tennessee.  I  was  very  much  interested  in  what  you 
had  to  say  about  the  control  of  the  runoff  there,  because  I  am  aware 
of  the  fact  that  is  almost  an  EPA  requirement  today,  that  the  environ- 
ment must  be  controlled  in  that  reganl. 

It's  a  very  expensive  operation. 

Mr.  RiGBT.  Very  expensive  and  the  farmer  has  little  return  from 
that,  except 

Mr.  Jones  of  Tennessee.  One  question  I  would  like  to  ask  you,  are 
■  yon  in  any  position  to  be  the  recipient  of  any  of  that  deposit  or  not ! 

Mr.  RiQBT.  No ;  I  am  not. 

Mr.  Jones  of  Tennessee.  Is  it  being  usedl  Is  the  collective  disposal 
being  used  for  any  productive  purpose  ? 

Mr.  RioBT.  You  mean  the  manure  ? 

Mr.  JONEB  of  Tennessee.  Yes,  sir. 

Mr.  RiflBT.  Yes,  sir,  this  is  spread  out  on  the  ground  and  normally 
this  farmer  would  probably  spread  a  lot  of  that  out  on  his  ground 
anyway,  but  the  only  thing  is  now,  he's  able  to  do  it  when  he  should 
do  it  and  at  the  proper  time. 

Mr.  JoNEB  of  Tennessee.  And  he  collects  the  runoff,  too? 

Mr.  RiGBY.  The  water  ninoff  is  not  run  into  ponds  and  streams. 

Mr.  Jones  of  Tennessee,  It  prevents  pollution. 

Mr.  RioBY.  This  is  the  reason  we  would  like  to  see  the  farmers  of 
Utah — the  ASCS  program  is  very  effective. 

Mr.  Jones  of  Tennessee.  Very  good.  We  certainly  appreciate  all  of 
the  contribution  that's  been  made  today  and  I  want  to  say  I've  en- 
joyed my  visit  to  Spokane  and  we  will  look  forward  to  doing  this 
again  sometime. 

The  meeting  is  adjourned. 

[Whereupon,  the  subcommittee  recessed  at  4 :45  o'clock  p.m.  and  the 
hearing  was  closed,] 

[Additional  material  submitted  follows :] 

Statement  of  M.  H.  Cobsin,  Bxpobt  Sales  Mahaqeb,  Wenoka  Sales 

Mr.  ChBlrman  and  members  of  the  committee:  Mf  name  Is  M.  H.  Corbln,  Ex- 
port Sales  Manager  at  Wenoka  Sales.  We  are  excluBive  asents  for  nine  o&eidng 
warehouses  who  belong  to  the  Wenatchee-Okanogan  Cooperative  Federation. 
These  warehouses  will  normally  pack  around  Ave  million  cartons  apples  and 
750,000  to  a  mtUiOQ  cartons  pears. 

The  Wenoka  Federation  was  formed  in  1922  and  has  always  been  active  and 
very  Interested  In  the  export  business.  We  will  ezpnrt  around  300.000  to  400,000 
cartons  each  season.  It  has  actively  tried  to  increase  its  export  business  by  seek- 
ing new  markets  and  doing  everything  possible  to  Increase  shipments  to  existing 
markets,  as  It  feels  this  Is  necessary  to  Improve  returns  to  growers  and  at  the 
same  time  help  in  the  balance  of  payments  sltnatlon. 

Under  these  circumstances.  It  recommends  that  the  Farm  Credit  Act  be 
amended  so  that  the  Farm  Credit  Bank,  with  whom  we  have  done  bnstness  for 
many  years,  can  participate  In  the  expected  increase  In  export  sales  by  handling 
letters  of  credit  or  other  funds  Involved  In  the  transaction  of  these  sales. 
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STATEMBWr  OF  K.  J.  CASTER,  SPOKANE  BAIK  FOB  COOPERATIVES 

Hp>  ChairmBn  and  Henbers  of  the  Committee... 

My  name  Is  M.  J.  Carter.   I  an  president  of  the  Spokane  Bank 
for  Cooperatives,  Spokane,  Washington.   The  Bank  serves  an 
area  of  five  states  -  Oregon,  Washington,  Idaho,  Montana  and 
Alaska.  This  area  Is  the  Tttelfth  Fanu  Credit  District.  Th« 
Bank  Is  an  integral  part  of  the  Farm  Credit  System,  including 
the  Federal  Land  Banks  and  the  Federal  Inte mediate  Credit 
Banks.   I  appreciate  your  courtesy  in  pemlttlng  me  to  present 
testimony  concerning  House  of  Representatives  Bill  HR-J|782 
proposing  amendments  to  the  existing  Farm  Credit  Act.  Hy 
emphasis  will  be  on  the  proposed  anendnent  to  loner  the 
requirement  for  fanner  membership  In  cooperatives  eligible 
to  borrow  from  the  Banks  for  Cooperatives.  Presently  the 
requirement  Is  801  farmer  members  for  cooperatives,  except 
rural  utilities  and  the  requirement  for  those  is  70S  farmer 
membership,   nie  proposal  is  to  lower  the  percentage  for  all 
associations  to  60!!. 

At  the  outset,  permit  me  to  observe  that  concerns  are  expressed 
relating  to  this  proposal  prinarlly  In  two  areas.   First,  that 
farmer  control  of  management  of  such  associations  may  be 
eroded  by  lowering  the  percentage;  and  second,  that  expansion 
Of  market  for  the  banks  would  enable  the  banks  to  lend  to 
Oustomera  beyond  the  intended  market  for  the  banks  to  serve 
and  also  the  banks  would  become  competitors  in  markets  now 
adequately  served.   As  the  discussion  Is  developed  these 
concerns  will  be  kept  in  focus. 
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nonfarmera  that  becone  nsmbera  do  member  business  that 
aids  In  meeting  the  company  requirement  of  doing  more 
business  with  members  than  nonmembePs. 

nie  Spokane  Bank  for  Cooperatives,  on  Atigust  1,    1979>  served  246 
borrowing  cooperatives;  of  these,  81  were  classified  as  farm 
supply  companies.  He  have  selected  from  this  group  those 
associations  that,  if  present  population  trends  In  rural  areas 
continue,  might  have  eligibility  problems  in  the  next  deeade. 
In  our  analysis,  35  companies  or  1$%   of  present  supply  company 
borrowers  are  In  this  category.  We  further  conclude  that  eleven 
will  not  have  a  problem,  eight  are  now  marginal  and  16  coaponles 
will  not  qualify  at  the  end  of  10  years.   Interestingly, 
voting  control  is  held  by  farmers  In  each  of  the  companies. 
The  lowest  percentage  of  farmer  voting  members  Is  B2S  and  19 
of  the  companies  have  lOOX  farmer  voting  requirements,   nie 
problem  arises  as  stated  above  in  member  vs.  nonmember 
business.   Nine  of  the  companies  have  a  member  business 
percentage  from  51i   to  59S,  7  from  60S  to  69S  and  the  remaining 
19  from  70K  to  $0%   member  business.   In  the  same  areas  there 
are  three  existing  companies  that  have  recently  applied  for 
financing  but  are  Ineligible  because  the  50%   member  business 
requirement  cannot  be  met,  but  the  need  remains  for  farmers  In. 
the  areas  to  have  the  service. 

The  16  companies  which  we  estimate  will  become  ineligible  in 
the  next  decade  now  have  gross  sales  of  $73,500,000  and  a 
voting  membership  of  37,000. 
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These  companies  are  generally  located  In  areas  of  amall  farms 
and  relatively  high  density  population.  It  is  to  the  benefit 
of  these  rural  cooperative  companies  to  continue  a  volume  of 
business  that  Mill  keep  the  companies  profitable  to  the  benefit 
of  farmers  and  their  neighbors  who  are  rural  residents.  The 
reduction  of  voting  percentage  from  80X  to  60X  would  still 
provide  for  farmer  voting  control  of  the  businesses. 

Qenerally,  the  accommodation  here  would  be  to  those  companies 
noM  doing  business  Mith  the  cooperative  banks  and  those 
farmer  controlled  cooperatives  that  could  qualify  if  menbershlp 
qualification  could  be  lowered  to  6Qt.     Alternate  financing 
Hould  be  provided  by  conventional  commercial  banking  sources  at 
generally  higher  rates  because  of  their  broader  services  and 
usual  limitations  regarding  terrn  and  facility  financing  which 
do  not  meet  the  needs  of  conventional  term  loan  requirements. 
All  of  these  companies  are  now  comfflsrelal  bank  oustoDwrs  for 
other  than  lending  services  and  several  do  short  term  financing 
with  commercial  banks. 

Rural  cooperative  utility  companies  are  a  service  area  for 
the  Banks  for  Cooperatives.  You  may  recall  that  prior  to 
the  existing  1971  Pans  Credit  Act  the  requirement  for  eligi- 
bility to  borrow  from  Banks  for  Cooperatives  was  that  "substantially 
all"  of  the  voting  membership  had  to  be  farmers.   This  llnitatlon 
had  existed  for  many  years  and  In  19T1  was  changed  to  801 
for  conventional  farmer  cooperative  companies  and  70S  for 
rural  sleetrie  companies.  It  was  recognleed  at  that  time 
that  these  rural  electric  utilities  had  characteristics 
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dirferent  Troa  the  conventional  conpanlea.   For  example, 
their  charter  requires  that  they  serve  all  users  In  the 
established  area  desiring  service,  and  that  area  could  and 
generally  does  Include  snaller  conmunltles  or  nonfarmeps, 
industrial  installations,  teaporary  government  construction 
projects,  concentrated  vacation  hone  areas,  etc. 


'Rie  principal  aource  of  borroited  funds  for  these  aonpanlea 
was  the  Rural  Electric  Administration.   Anendments  to  that 
Act  in  the  early  '70'b  changed  someNhat  the  criteria  for 
availability  of  funds  fron  the  Rural  Electric  Administration. 
Included  in  the  changes  were  the  creation  of  an  Insured  loan 
program,  and  in  addition,  the  condition  that  those  conpanlea 
that  did  not  qualify  for  the  special  REC  rate  obtain  up  to 
30S  of  their  financing  from  non  Rural  Electric  Administration 
sources.   Power  Supply  Systems  (Oenerating  and  Transmission 
Cooperatives)  must  obtain  all  of  their  financing  from  non 
Rural  Electric  AdminlBtration  aourcesj  however,  there  la  a 
guarantee  program  for  term  financing.   Most  long-term  financing 
for  these  companies  has  recently  been  provided  by  the  Federal 
Financing  Bank.   Short  term  and  interim  conatructlon  loans 
are  provided  by  the  Banks  for  Cooperatives  and  other  sources 
Including  the  Rural  Utilities  Cooperative  Financing  Corporation. 

In  the  rive  states  of  the  Twelfth  Farm  Credit  District,  there 
are  at  present  111  rural  utility  companies,  including  69  rural 
electric  cooperatlvea  and  Z5   known  cooperative  rural  telephone 
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oonpanles.  Polloitlng  the  change  In  the  Rural  Electric  Adminla- 
tratlon  Act  the  Spokane  Bank  started  offering  its  service  to 
rural  utility  companies.  Since  that  time,  conmltmenta  or 
loans  to  20  of  these  companies  In  the  amount  of  $28  million 
have  been  made.  Loans  outstanding  amount  to  about  $3  million. 
FolloMlng  the  same  procedure  of  analysis  as  with  the  supply 
companies,  we  find  that  of  the  114  existing  rural  utility 
cooperatives,  those  meeting  the  present  lending  requirements 
of  the  Cooperative  Banks  would  be  68.   If  the  same  rural 
population  trends  continued,  only  37  are  estlnated  to  be 
eligible  at  the  end  of  the  next  decade.  However,  if  the 
voting  percentage  were  lowered  to  601,  85  of  these  coBpanles 
appear  to  be  eligible  as  prospective  borrowers  through  the 
next  decade.  All  users  of  rural  electric  companies  are 
members  of  the  association  and  the  member  vs  nonmember 
requirement  In  these  cases  is  not  an  issue.   Hie  eligibility 
determination  would  be  primarily  one  of  farmer  membership 
and  thoss  rural  electrics  serving  over  409  nonfarmers  would 
still  be  ineligible.   Other  sources  of  financing  for  these 
companies  are  primarily  from  the  Rural  Electric  Administration 
and  the  Rural  Utilities  Cooperative  Financing  Corporation. 

As  Indicated  earlier,  even  with  the  60t  voting  requirement 
change  not  all  rural  utilities,  but  65  of  the  lit  companies, 
are  estimated  to  be  eligible  to  borrow  from  the  oooperative 
banks  If  all  chose  to  use  our  financing  services.   Under 
present  voting  requirements,  20  of  the  estimated  68  eligible 
companies  now  use  the  cooperative  bank  services.  Only  one  of 
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these  conpanles  does  all  of  Its  rinanclng  Mlth  the  Bank  for 
Cooperatives.  All  of  the  others  have  additional  credit  lines 
with  the  Rural  Uttllttea  Cooperative  Pinanolng  Corporation, 
the  Rural  Electric  AdHlnlstratlon  or  the  Rural  Telephone 
Bank.   "Die  Bank  for  Cooperatlvea  In  the  Ttrelfth  District 
sees  Its  role  as  an  opportunity  for  these  conpanles  to  have 
a  competitive  source  of  credit  Mhlch  the  companies  may  or 
may  not  use  depending  on  quality  of  service  and  cost  of 
financing. 

It  is  my  view  that  changing  the  farmer  member  voting 
requirement  would  be  of  substantial  benefit  to  the  agricul- 
tural community  generally  and  specifically  to  the  cooperative 
organizations  servlTig  that  community. 
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STATEMENT  OP  DON  E.   HATES,   WICHITA  BANK     FOR  COOPERATIVES 

MR.  aniRHUl  AID  MEMBERS  CF  1BE  SUBXHOTI^,   I  mu  Dan  B.  Hqes, 
Assistant  Vice  President  of  &<pcaX  Sales  oC  Unicn  Bqui^  Oo-Cf»zative 
ElwL^ange   (hereinafter  referred  to  as  lAiicn  Equity]  ■     M/  present  tespoa^ 
sibilities  with  Uniisn  Bquity  make  it  necessary  for  he  to  be  in  ccntact 
each  day  witii  foreign  buyers  desiring  to  purctase  large  quantities  of 
famer-originated  grain  for  ei^xirt.     Earlier  respmsihilities  during 
SI/  tenure  vd.th  lAiicn  Bquity  as  Assistant  Treasurer,  Financial  and 
Statistical  Analysis,   invslved  daily  Eorticipaticn  in  the  transfer  of 
die  funds  initiated  by  tiie  sale  of  thc^e  odmcditiGS  and  rocpiirod  f?1fiwf^ 
contact  and  co-operation  wLtii  the  Farm  Credit  Systoa  thnxx^  the  Hichita 
Bark  for  Co-Cperatives. 

Unicm  ^uil^  is  a  federated  regicnal  grain  co-cperatiwe  organized 
under  the  Co-C{srative  Law  of  the  State  of  Oklahcxa  1937,  and  in  aoaar- 
dance  with  the  Capper-Valstead  kA.     As  a  regional  co-operative,  tkiicn 
Bjuit^  has  292  mgitoer  elevator  co-cperat^ves,  representing  a  total  of 
57S  country  elevators  operating  in  Texae,  Cfclahcna,  Ibnsos,  Colorado, 
Nebraska,  Arkansas,  V^^ining  and  Missouri.     Union  Bjuity  is  owied  by  the 
producers  of  agricultural  camodities  «iK>  are  moifcers  of  the  moifcer 
elevator  orgaiuzaticns  in  the  ei^t  states  naned  above.    At  Biid,  Oiicn 
EC[aity  has  elevates^  totaling  50,000,000  bushels  storage  capacity]  at: 
fOrt  tbrth,  Texais,  storage  Cc^iacity  of  8,500,000  bushels;  anci  an  toipact 
elevator  at  Housiion,  TeitaB,  with  storage  Cc^iacity  of  6,500,000  bushels. 
I  ^predate  this  opportunity  to  present  Unicn  Equity's  views  oonoezning 
HR  4782,  the  Fam  Credit  Act  Aoentoents  of  1979. 

Itie  Farm  Credit  Syaton  provides  mtrcadnately  SSO  bUlion,  or  roughly 
cne-third  of  the  nation's  total  agriculture  credit.     lAiicn  Bguity  lodes 
to  ttie  Farm  Credit  ^stai,  throu^  our  distirict  l»nk  for  oo-operativaa  at 
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Wichita,  Kansas,   to  finance  the  najor  portlcn  of  aax  business  cperaticra. 
In  1978,  Union  Equity  expocted  177,000,000  bushels  of  grain  thcouc^  our 
elevator  at  Houston.    Ihis  included  utieat  repie&CTting  27%  of  the  Hard 
Bed  wintei:  Hieat  that  left  the  United  States  during  197B.     To  finance  the 
aocuiulaticn  of  this  vdIok  of  grain  for  ea^nrt  requires  access  to  a  large 
line  of  credit.    At  present,  «e  are  utilizing  50  to  70%  of  this  line  of 
credit,  depending  en  the  quantity  of  grain  cntaiting  e9i^)ort  that  «e  are 
required  to  finance. 

Unicn  Bquity  has  $7,290,000  of  madaership  stock  in  the  Hichita  Bank 
for  Q>-Ct)eratives ,  and  as  a  major  ouner-stociihalder  of  Qie  Bank,  we  are 
ocnnitted  to  the  Fam  Credit  Systan  of  agriculture  credit.     As  a  najor 
exporter  of  vdieat.  Union  B^ty  is  vitally  interested  in  the  expert 
financing  capability  the  Farm  Credit  Act  Anencknents  of  1979  uould  provide 
our  bank  for  co-cperatives. 

I  have  listed  below  seme  of  Uie  proposed  oxport  financing  provlsicns 
of  the  Farm  Credit  Act  Amentaents  of  1979,  and  stated  reascns  \tiy  these 
proposed  provisicns  uould  greatly  facilitate  the  financing  txansactlcns 
of  borrowing  e^^orting  co-operatives,  thus  enhancing  the  OEfsrtunity  of 
[Inited  States  farcoers  anl  tiieir  cooperatives  to  es^nand  tiieir  ftalflfl  of 
fam  products  £Aux)ad. 

1.     Allow  banks  for  cooperatives  to  make  dejnsits  in  Coceign 
banks  to  eagiedite  pE^ients  and  collections  for  escport 
transacticns. 

nie  p^nent  terms  stipulated  in  nary  grain  sales  to  foreign 
countries  is  by  cash  transfer  to  seller  against  pceaentaticn  of 
shipping  docuii^its  at  the  buyer's  foreign  bank.     If  banks  for 
co-cperatives  had  correspcndent  bank  deposit  and  collection  [oivi- 
leges  as  the  Farm  Credit  Act  AmenAiBnts  of  1979  provide,  and 
could  said  docucents  be  traced  and  controlled  throix)h  banking 
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channels,  pB^nent  dela^  oould  be  shortaied,   since  ixnBdlate 
paynent  oould  be  made  throu^  the  syBton,  rather  than  necesHi- 
tating  the  oo-opetative  ei^nrter  to  be  plagued  by  del^s  caused 
by  the  mails,  cteds,  or  other  nooml  transfers  of  funds.     Sinoe 
one  B^sage  cargo  of  i4)eat  at  current  nartet  values  anounts  to 
approximately  $4,600,000.00,  and  with  interest  cost  at  a  rate  of 
10.9%,  eadi  d^  of  delsv  saved  would  mean  an  apfaxBdnBts  aavings 
of  $1,400.00  to  Oie  co-c^ierative  exporter  and  ultiinately,  to  the 
United  States  farmer.    Also,  the  privilege  of  oorrespctidait  pey- 
ments  and  collection  dejnsits  unuld  pixivide  tlie  exporter  acne 
degree  of  risk  protection,   in  ttut  the  negotiable  .v»-nwiiu 
involved  in  the  sale  could  rEoaln  in  ocxqpetent  banking  hands 
until  pajnait  vos  actually  transfeziod  to  the  baidt  for 
ccroperative's  accouit.     "Oe  Fam  Credit  Act  taodKOtx  of 
1979,  in  authorizing  baidcs  for  ao^3{iecatives  to  nake  deposits 
in  Eorei^  banks  for  payraents  and  collecticns,  voiild  alao  ^dee 
it  possible  and  esqcdits  pcocedires  for  co-o[»rative  barks  -to 
open  bid  and  perfomance  bends,  ttiid)  are  required  en  vany  Saar~ 
eign  sales,     ihese  bid  and  perfomence  boods  could  be  directly 
opened  through  Coeexgn  banks,  rati^r  than  Mitli  igridng  Miwrmwft- 
nents  tlirough  privnte  banking  institutions  as  is  tte  case 
presently,  thiE  KiniBLxing  delays  in  tte  opening  of  ttHse  credits 
and  tlmjfi  enhancing  our  opportuiities  to  participate  in  Use  taidecs« 
Mid  tbetctv  inaraaas  our  outlets  Dor  tbe  dizact  sale  of  D.S. 


AuttKiriae  bvl:  fbr  oo-aperativas  to  hold  cxedit  halwnn»w  bxm 
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As  I  have  noted  in  ny  C^Kning  lenarks,  the  United  States 
grain  export  business  requires  a  very  large  amount  of  credit 
financing  to  cover  tlie  purdiasii^  costs,  storage  chargas,  and 
interest  necessaucy  to  carry  the  co-operative  e^^orter  until 
the  sale  is  made,  the  vessel  Is  loaded,  and  the  final  payment 
transaction  is  coifileted.  As  meet  eiipart  sales  are  made  frcn 
two  to  six  don-Uis  in  advance  of  the  delivery  date,  tt^se  finan- 
cing charges  are  necessary,  even  thou^  it  is  our  (tesire  to  stop 
them  at  the  earliest  possible  ppraent.  If  the  Farm  Credit  Act 
Amaidniaits  of  1979  are  ratified,  they  would  allow  banks  for 
co-^iperatlves  to  be  placed  on  par  with  other  private  banks, 
especially  in  the  area  of  nonetary  transfer,  and  would  make  than 
a  icore  integral  part  of  the  United  States  nmetary  systan.  HLth 
the  authority  of  these  aDenckoents,  a  major  portion  of  the  Ccish 
transactions  of  our  aqxirt  sales  vnuld  then  be  directly  credited 
to  our  bank  for  co-cperatives  frcm  the  originating  bank,  tinis 
enabling  us  to  pa^  off  our  borrowed  principle  and  step  our 
interest  expense  at  the  earliest  possible  mcnent.  Ihe  result: 
a  net  saving  to  the  acr<:perative  esqnrter  and  his  stockholder, 
the  American  fanner.  As  a  case  in  foint:  nai^  payments  under 
credits  originated  even  in  (Aiited  States  private  banks  may  be 
channelled  through  two  or  nnre  different  banks  prior  to  our 
receipt  of  the  funds,  and  incurs  additional  interest  ei^iense, 
particularly  on  weekend  p^m^its,  in  clearinghouse  funds. 
He  have  foml  that,  sin^e  the  present  Farm  Credit  Act  does  not 
allow  banks  for  oo-cperatives  to  hold  credit  balances  frcm  bor^ 
rowers  and  other  banks  to  ncre  efficiently  handle  the  transfer 
of  these  funSs,  it  is  nucb  guidcer,  easier,  and  with  surety  of 
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traitsfer  that  He  iiac^  these  funda  placed  into  a  corre^nnclent 
baric  of  our  '""'i''"-  private  bank  in  &dd,  ddahona,  at  the  first 
pocaible  axxiient.     tfe  thai,   in  turn,  wire  these  funds  bade  out 
throu^  the  Federal  Reserve  ayston  to  our  bank  for  co-cperatives. 
Ihis  long  circle  of  transfer,  therefore,  would  not  be  neoessary, 
pccmdoi  these  araenlnents  are  alloMed  to  pass. 
3.    Authorize  bank  fac  oxiperatiVEs  to  bi^  and  sell  bankers  aooept- 
ances,  idiich  are  shart-tem  financial  ciiligaticzis  particularly 
suited  for  export  trans^^icra. 

As  Unicn  Equity  is  oigaged  in  Qie  narketing,  storage  and 
exporting  of  grain  fbr  our  jiaifaer-ownerB,  and  since  bariters 
acoeptanoes  are  shorb-tem,  negotiable  tine  drafts  to  finance 
exports,  jj^nrts,  shipnents  and  storage  of  stt^ile  goods,  we 
feel  banks  for  co-operatives  should  be  allowed  to  t^ce  part 
in  purcdiaelng  Uiese  acoeptoncea  in  the  sane  nsmer  as  other 
private  banking  institutions  in  the  United  States.     It  is  the 
desire  of  union  B^ty  to  seek  the  best  financing  avenues 
available  at  the  lowest  costs  possible.     It  is  wiUi  this 
thou^t  in  mind  that  ue  have  becone  a  major  stoddnldec  of  the 
HicMta  Bank  tor  OHI^nratives  and  are  comltted  to  the  Fbnn 
Credit  System  of  agriisulture  credit.    Hsuever,  we  h«nn  fbwKl 
that  several  times  In  the  past  few  years,     short-tecn  funds  in 
the  fbon  of  bankers  acceptances  have  been  made  avail<<3le  to  us 
frcn  private  banks  with  less  cost  than  the  posted  rata  at  that 
tine  frcn  the  Fane  Credit  System,  thus  tasking  it  neoessary  for 
us  to  use  that  avenua  of  credit.    Ihis  authorizatlcn,  uhich  the 
Fans  credit  Act  Amendoents  of  1979  provide,  would  make  available 
this  type  of  financing  thn>x)h  the  Fam  Credit  System. 
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Fill  I  liiiw    a£  tiim  dcafts  payAile  ly  fornc|a  b^y■rs  of  agricultural 


In  t±e  aqxxrt  ^ulost  it  Is  >— -f»"Tiii  ^nc  Mid  hocc  ooHon  to 
find  £cireicp:i  buyms  dnBiring  to  purrhiae  gunxtitias  a£  grkin  ai 
cndit  fi3r  pBria^  iBuaUy  GO  to  ISO  days.     It  is  Kt  tliis  point 
tfaRt  CD-cfKTBtive  «g)cglBi»  UBiwUy  find  ttMHOftlms  in  a  guaniby 
as  to  bow  to  ETcnide  tlK  odaquata  fin»Tv-iTig  mwini  in  exdmc  to 
aake  ttn  sale.     Daially,  Me  hove  <nly  tm  chaioas:     ccw  is  to 
carry  t±iat  countxy  fiar  tte  aitiz«  ISO  d^ys  ounalvas,  en  aptri 
Kmwit,   and  ±x  to  the  risks  involwad  «nd  tlie  oUmc  fiiMncing 
□Beds  sBoeBsary  a^inst  our  cf«n  line  of  cxadit.  Me  aitAac 
refrain  froL  mt-jnr;  tbe  sale,  or  we  KVt  turn  to  a  pcivate  bwk 
for  thpir  help  in  pigijiasins  tte  tins  draft  pi^bla  ty  tha  foraign 
bank  in  180  days.     If  Uiis  sok  CffXKtmi^  of  purdMae  of  t^ 
tiiE  draft  mete  aade  available  tteough  tbe  Fa^  Cradit  Syst««, 
aqnrting  (z>-C9»zatiins  would  be  lazi)  a 


e  of  tfaia  type  of  ondit  aalss,  knoHing  Um  cz«dit 
fumidaid  MBS  B^^yjLLad  ty  tlKir  bade  for  ao~c|NE«tivas,  and 
tliat  Me  could  aafaly  figure  oi  a  cc^atitiva  diacouvt  rata. 
For  cac^ple:     tlK  OnmcmKita  of  Chile  *nd  ^m,  who  aoODwitad 
lac  apfKou^ttBly  6.4%  of  tla  total  Itaid  tUntar  Mtaat  aaycgtad 
frm  the  Oiited  States  in  Ox  1378-79  wf^octinq  ywar,  taad  this 

'       type  of  credit  financing  to  acne  octant. 

5.    Allowing  bariiB  for  ac>^[»rativaa  to  ongaga  in  foaral^f  oszwicy 
eacchanges  fca:  tbe  benefit  of  esport  co-cfwrati^w. 

This  provision  uould  allow  banks  for  oo-oparativea  to  pctf 
vide  Bene  degree  of  riA  protection  against  rapid  f luctuationa 
in  Knetary  exdiange  rataa  that  ni^t  occur  batwMn  the  original 
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sale  date  and  the  date  of  p^nent,  provided  the  teds  of  the 
sale  stipulate  that  p^tD^it  is  to  be  made  in  a  buyer's  own 
currency.  Fbllowii^  this  procedure,  oo-operative  exportara  Nould 
be  able  to  leave  the  currency  hedging  in  the  hands  of  their  omr 
banks,  thus  striving  to  minimize  costs  for  the  benefit  of  the 
prinBiy  participant,  the  United  States  farmer.     Recently,  we 
have  seen  one  country,  CcdddDia,  hold  a  lAieat  <"'»»^°'"  and  purcliase 
In  their  own  curroicy. 

Allow  bank  Eoc  oo-cfmrativea  to  nialce  loans  to  asacxriated 
parties  where  there  will  be  siAistantial  benefits  to  exporting 
co-operatives. 

ibe  adcptlon  of  this  provision  of  Oie  Pam  Credit  Act 
ftnentoBits  of  1979  would  possibly  prcmote  »mnii»«l  esiport 
sales  to  countries  desiring  to  b>^  frcn  a  oo-cfierative  OMportar 
on  credit  terms.     Hiia  financing  foxnrision  would  allow  the  baidc 
for  co-operatives  to  make  Oie  determination  of  tlia  credit- 
uorthlness  of  the  foreign  buyer;  handle  all  repaymant  achadulaa, 
insurance  risks,  and  other  financing  details;  then  instructing 
the  exporting  co-^:iperativ«  that  credit  terms  were  arranged. 
Hot  only  would  sales  en  credit  terms  such  as  this  possibly 
retutn  a  slightly  larger  grtns  margin  of  profit,  but  it  would 
at  least  allow  the  oo-«perative  siqxirtar  to  have  ttie  oppsrtxnitv 
to  ccnpetitively  offer  in  the  world  market  in  ordM:  to  try  to  make 
the  sale.     Evoi  thoi^  we  have  not  seoi  ai^  grain  sales  mda 
extending  oradit  of  this  type,  we  have  seai  a  few  inquiries. 
This  provislcn  affbnls  a  good  ainunt  of  pot^tial  for  futuis 
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STATEMENT  OP 

C.  W.  S.  HORHE 

On  b«half  of  Che 

FEDERAL  LAND  BANK  OF  COLUMBIA 

FEDERAL  nrrESHEDIATE  CREDIT  BANK  OF  COLOMBIA 

Mr.  Chairman,  and  mainbara  of  the  aubcosmlEtee,  I  an 
C.  W.  S.  Home,  Prealdent  of  the  Federal  Land  Bank  of  Colmiila 
and  of  the  Federal  IntennedlaCe  Credit  Bank  of  ColuAla.  Thaaa 
tuo  banks  along  with  Che  Colunbla  Bank  for  Cooperaclves  arc 
the  Fam  Credit  Banks  of  Ch«  Third  Fam  Credic  DIbctIcC.  Ha 
serve  the  fanners,  ranchers  and  aquatic  producers  of  the 
Carolinas,  Georgia  and  Florida.  The  coidilned  loans  outstand- 
ing of  the  banks  in  the  Third  Farm  Credic  District  are  la  excaaa 
of  S-%  billion  dollars,  baing  part  of  the  approxiaaCely  SO 
billion  dollars  provided  by  cha  Fans  Credit  System  naciomrlda. 
Hy  objective  la  to  share  with  you  our  banks'  view  concerning 
HR-4782,  known  as  the  Farm  Credic  Act  Amandments  of  1979. 
While  I  am  dlracclng  most  of  my  remarks  at  three  specific  amend- 
ments before  you  concerning  the  aquatic  industry,  I  would  like 
Co  cake  Chis  opporcunlcy  Co  endorse  Che  enClre  bill  ChaC  la 
before  the  Congress.  Itwould  be  repetitious  to  comoient  on  vhac 
others  have  detailed  for  you  and  I  would  only  add  that  I  fully 
support  and  wholeheartedly  reconnend  favorable  conslderacion 
of  Che  endre  bill. 

Hhlla  Che  three  amendments  era  directed  pcimatily  at  the  agri- 
cultural and  aquatic  conouniCies ,  I  believe  chey  will  have  a 
direcC  and  beneficial  Impacc  on  our  country.  These  proposals 
which,  for  convenience,  have  been  numbered  icems  11,  12  and  13 
in  our  working  papers,  are  SecCions  203  and  20S.  Sacclon  303  and 
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Sections  102,  103.  lOS.  107.  108  and  211,  respaccively.  of 
th«  Fam  Credit  Act  AfflendmmitB  of  1979  bill.  We  have  aquatic 
industry  In  each  of  the  CaTollnas,  Georgia  and  Florida. 
NaclonwldG,  of  the  twelve  Farm  Credit  Dlatriccs,  six  sarva 
one  or  more  state*  with  coastal  areas.  This  laBlalation  there- 
fore will  have  a  direct  Impact  upon  half  of  the  Farm  Credit 
System. 

The  aquatic  industry  Is  undergoing  change.  There  are  many 
reasons  ....  one  of  which  was  extending  the  territorial  waters 
to  200  milea.  Another,  tha  Congress  expanded  the  role  of  the 

National  Marine  Fisheries  Institute.   He  have  ready  a  tenta- 
tive memorandum  of  understanding  with  the  NMFI,  and  we  make 
some  loans  which  are  guaranteed  by  the  NMFI.   We  expect  to  con- 
tinue to  utilize  this  guarantee.   The  United  States  is  a  net 
In^orter  of  fish  and  marine  products  at  the  present  time.   With 
the  help  of  government  policy,  we  hope  that  one  change  in  the 
coming  years  will  be  to  become  a  net  exporter.  If  the  aquatic 
industry  should  accomplish  this,  all  Americans  will  benefit  as 
they  now  benefit  from  Che  favorable  balance  of  trade  of  agri- 
cultural products.   We  are  not  ao  presun^tuoua  as  to  maintain 
we  are  responsible  (the  American  farmer  deserves  that  accolade) 
however,  the  Farm  Credit  System  has  made  its  contribution  to 
agriculture  and  will  likewise  assist  the  aquatic  industry. 

Aquatic  loan  authority  was  given  the  Farm  Credit  System  by  Congress 
upon  passage  of  the  Farm-Credit  Act  of  1971.  Public  Law  92-181. 
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Production  Credit  Associations  vera  llmiced  by  that  Act  to 
maximum  loan  maturity  tarms  of  seven  years.  While  this  sevMi 
year  limitation  worked  well  In  many  areas,  it  became  readily 
apparent  that  newer,  better  equipped  vessels,  so  as  to  utilize 
the  200  mile  territorial  waters,  needed  financing  over  a  longer 
term.  In  1978,  the  Congress  passed  the  Allen-Ueaver  Act, 
Public  Low  95-M3,  which  increased  the  seven  year  llaltatlon 
to  a  maximum  fifteen  years  for  aquatic  loans.  Thus,  Congresa 
has  enabled  many  fisherman  and  producers  of  aquatic  products 
to  obtain  credit  over  a  more  reasonable  and  suitable  parted  of 
time. 

In  our  district,  aquatic  loans  by  Production  Credit  Associa- 
tions have  Increased  from  less  than  $5,000,000  in  1974  to  ovar 
$38,000,000  at  the  present  time.  Projections  indicate  a  loan 
volume  of  $120,000,000  by  1983. 

We  feel  that  the  aquatic  Industry  should  be  on  a  par  with  Che 
agricultural  conmunlty.  We  feel  aquatic  harvesters  and  pro- 
ducers should  be  entitled  to  not  only  the  availability  of 
fifteen  year  loans  for  vessels,  but  also  anticlad  to  all  sarvlcas 
provided  by  the  thre*  classes  of  banks  in  our  system.  Proposals 
11,  12  and  13  affecting,  respectively.  Federal  Intermediate 
Credit  Banks,  the  Banks  for  Cooperatives  and  Federal  Land 
Banks,  are  submitted  to  you  to  accomplish  this  purpose. 

Section  203.  called  Proposal  11,  of  the  Farm  Credit  Act  Aatend- 
ments  of  1979,  would  authorize  Federal  Intermediate  Credit 
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Banks  to  dlaeoimt  *qu«tlc  loan*  frov  flnanclns  Instltucloiu 
och«r  Chan  Production  Credit  Ajsoctacloiu .     V*  c«ll  oCh«r 
financial   insclcutlons  OFIi.     Sactloa  2.3  of  tha  Fam  Cradit 
Act  of  1971.   Public  Law  92-i81,   authorises  dlscotmtlng  agri- 
cultural loans  aada  by  OTIi,  but  not  aquatic  loans.     Wa  pro- 
poaa  that  aquatic  loani  by  OFIs  ba  dlacounCed  hf  tha  Fadaral 
Intcmediata  Cradit  Banks  as  a  servica  to  agrlcuttura  and  to 
aquatic   ccnnBunities.      Pam  Cradle  has  an  overall  eoaaltnant   Co 
serve  this  laportant  aagnant  of  our  ecooowr.     This  aethod  of 
financing  could  fill  gaps  whara  Production  Cradit  Associations 
are  not  able  to  fully  neat  the  needs  of  aquatic  borrowers.      In 
sotM  Instances, ProduccloQ  Cradit  Associations  lack  offices  con- 
venient to  coastal  areas.     Our  aquatic  borrowers  aay  have  to 
travel   further  to  arrange  financing.     The  public  may  ba  batter 
served  in  such  instances  through  OPI  dlscowitlng. 

Proposal  12  Is  foimd  in  Section  305  of  the  proposed  Farv  Credit 
A^sndnents.     This  a^mdatent  would  make  clear  that  cooperatives 
which  engage  solely  In  aquatic  buainesa  would  be   fully  eligible 
to  borrow  fro»  Banks    for   Cooperaclvia.      This   anenttaent   is   tech- 
nical in  nature  and  does  not  change  the  substance  of  existing 
provisions  of  the  Para  Credit  Act  of  1971.      Banks   for  Cooperatives 
are.   by  rcaeon  of  their  expertise  In  dealing  with  cooperative 
enterprises.    In  an  excellent  position  to  serve  this  segnant  of 
the   aquatic  industry. 
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Hw third  amendment,  Proposal  13,  I  ulah  to  dlacu«a  would  extend 
Che  lending  authority  of  the  Federal  Land  Banks  to  make  loans , 
secured  hj   first  llena  on  real  estate,  to  coimercial  fiahemen. 
This  would  anable  aquatic  producers  and  harvesters  to  obtain 
long  term  financing  of  their  facllitlea.  Here  again  wa  feel 
aquatic  borrovers  are  entitled  to  ainllar  treatment  aa  agricultural 
borrowers.   Many  producers  own,  or  have  plans  to  own,  proceaalng, 
storage  and  docking  facllitlea.  The  structures  have  long, useful 
lives  and  would  merit  long  tern  financing.  The  need  for  capital 
for  expansion  of  such  facilities  has  Increased  recently.  7ar 
example,  we  have  found  that  fish  formerly  conaidered  as  traah 
fiah  are  now  being  proceaaed  and  marketed.  Much  of  this  type 
catch  is  sold  on  the  export  market ,  which  could  result  in  a 
positive  contribution  to  our  foreign  trade  position. 

In  conclusion,  I  submit  that  thia  ia  naeded  and  beneficial 
legislation.  The  public  interest  will  be  wall  aerved  by 
passags  of  thia  bill. 
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STATEMENT  OF  KENIJETH  P.  KRDEGER,  SPOKAHE  BAIK  FOR  COOPERATIVES 

Mr-  Chairman  and  raembero  of  the  committee... 

My  name  Is  Kenneth  P.  Krueger.   I  am  Vice  President  of  the 
Spokane  Bank  for  Cooperatives  In  charge  of  Credit  and  New 
Business  Dsvelopment.   I  appreciate  this  opportunity  to 
present  testimony  concerning  HR  1782  proposing  amendments  to 
the  Farm  Credit  Act. 

The  Bank  provides  long-  and  short-term  funds  and  financially 
related  services  to  approximately  250  cooperatives  In  the 
states  of  Oregon,  Washington,  Idaho,  Montana,  and  Alaska. 
Because  the  Bank  works  only  with  agricultural  and  aquatic 
cooperatives.  Its  staff  has  developed  a  high  level  of  expertise 
in  the  financial  operation  of  this  type  of  business.   Hie 
Bank  understands  the  philosophies,  capitalization  requirements, 
membership  restrictions,  and  operating  problems  that  are 
peculiar  to  cooperatives.  This  specialization  allows  the 
Bank  to  be  the  best  and  sometimes  the  only  source  of  advice  and 
assistance  to  cooperatives  when  they  are  considering  changes 
In  their  equity  structure,  funds  flow  analysis,  evaluation 
of  market  alternatives.  Industry  comparisons  or  cooperative 
related  Issues.  The   Bank  is  committed  to  be  responsive  to 
the  credit  needs  of  Its  borrowers  and  to  provide  a  full 
range  of  credit  and  financially  related  services  on  a  sound, 
constructive  and  efficient  basis. 

As  owners  of  the  System,  the  Banks'  borrowers  have  periodically 
requested  changes  In  the  servlcbs  provided  by  the  Banks  to 
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adept  to  changing  situations.  Such  is  the  case  with  their 
request  Tor  the  Banks  to  now  provide  export  financing  services. 
With  exception  of  the  grain  trade,  exporting  of  cooperative 
commodltlea  In  the  NorthMest  has  been  relatively  auall  In 
the  past.  However,  because  of  the  Northwest's  proximity  to 
the  Par  East  markets,  companies  are  becoming  Increasingly 
aware  of  the  potential  of  foreign  salea  for  many  Northwest 
products.   Presently,  28  borrowers  of  the  Bank  export  products 
Including  grain,  pea  seed,  -apples,  cherries,  pears,  prunes, 
salmon,  hops,  grass  seed,  and  beans.   In  almost  all  cases, 
these  cooperatives  have  indicated  Interest  In  expanding 
their  export  sales.  A  number  of  companies.  Including  coopera- 
tives selling  fruits,  vegetables  and  poultry  have  indicated 
a  desire  to  also  begin  to  develop  an  export  program,  but 
have  sighted  reasons  such  as  lack  of  market  information, 
unfaralllarlty  with  exporting  procedurea,  lack  of  expertise 
in  documentation,  lack  of  credit  Insurance  or  other  reaaona 
for  failing  to  have  taken  this  step  In  the  past.   The  list 
of  cooperatives  desiring  to  do  more  exporting  Include  large 
cooperatives  as  well  as  many  small  cooperatives.   Some 
have  felt  the  risk  of  such  sales  would  be  too  great  and  have 
been  unaware  that  there  are  methods  to  reduce  that  risk. 


They  would  like  the  Banks  for  Cooperatives  to  be  in  a  position 
to  advise  them  on  the  risks  Involved  and  to  be  able  to  provide 
methods  or  Insurance  to  help  assure  collections.   Insurance 
programs  could  be  made  available  to  guarantee  payment  for 
sales  to  foreign  buyers  in  cases  where  the  seller  had  no 
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specific  ICJiowledga  or  the  crttdiblllty  of  the  buyer  or  was 
unwilling  to  take  the  risk  associated  with  such  a  sale. 
Insurance  Is  alao  available  against  political  risk  or  other 
losses  associated  with  breach  of  contract.  Ihese  various 

insurance  coverages  could  be  obtained  through  the  Ex port/ Import 
Bank  under  a  blanket  policy,  which  would  be  less  costly  to 
Che  exporting  cooperative  than  obtaining  insurance  for  each 
individual  transaction.  'Hie  Banks  for  Cooperatives  might 
also  advise  and  assist  the  cooperative  in  hedging  Ita  currency 
position  rather  than  face  currency  exchange  exposure. 

Many  cooperatives  feel  that  this  Is  an  opportune  tine  to  promote 
foreign  sales  and  they  sight  several  reasons  including: 
1)  Warming  of  relations  with  Mainland  China  which  could 
results  in  substantial  trade  with  that  nation;  3}  Acceptance 
by  countries  like  Japan  of  cherries  and  hopefully  other 
fruit  crops;   3)  Changes  In  diet  patterns  of  foreign  customers 
which  result  in  a  stranger  demand  for  products  such  as  neat, 
feed  grains,  and  fruits;  and  4)  An  expressed  desire  by  some 
foreign  buyers  to  buy  directly  from  our  cooperatives.  As 
cooperatives  seek  to  Increase  their  export  business,  they 
will  need  financial  services  carefully  tailored  to  these 
specialized  requirements. 

A  primary  objective  of  an  expansion  of  agricultural  exports  Is 
to  enhance  the  profitability  of  the  farmers  operation  and  to 
help  return  a  consistent  and  fair  price  for  the  product  he 
produces.   Cooperatives  provide  probably  the  most  effective 
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method  for  the  fannor  to  shars  In  the  profit  of  these  sales. 
As  cooperatives  begtn  to  understand  the  eipopt  market  better 
and  are  given  the  tools  to  racllltate  these  types  or  sales, 
more  Interest  will  be  generated  In  the  foreign  market.  Any 
Increased  export  business  will  also  help  balance  the  national 
trade  deficit  and  hopefully  make  the  farming  Industry  mora 
efficient  as  well  as  requiring  leas  dependence  on  governnent 
support  programs. 

An  Export  Servicing  Program  by  the  Banks  for  Cooperatives 
would  be  of  benefit  to  cooperatives  who  are  already  In  the 
exporting  business,  as  well  as  those  who  might  be  novices. 
A  large  regional  grain  cooperative  in  the  Northwest  must 
often  hand  carry  documents  to  Hew  York  or  Washington  to 
expedite  the  honoring  of  drafts  and  subsequent  transfer  of 
funds  to  the  West  coast.  Hiere  Is  little  Incentive  for  a 
commercial  bank  on  the  East  coast  to  expedite  the  examination 
and  approval  of  documents  for  a  Northwest  client.   However, 
the  travel  expense  and  interest  coats  associated  with  a  two- 
or  three-day  delay  on  a  payment  for  a  shipload  of  grain,  could 
be  quite  substantial  If  the  paperwork  wore  given  the  priority 
that  the  Banks  for  Cooperstlvea  would  place  on  such  a  transaction. 

In  the  past.  Congress  has  made  changes  in  the  Banks  for 
Cooperatives'  charter  to  enable  the  Banks  to  adapt  to  changing 
financial  needs  of  its  borrowing  cooperatives.  As  exports 
are  becoming  increasingly  important  to  the  farmers  of  the 
Northwest,  cooperatives  will  need  assistance  from  their  Bank 
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to   be  eonptttltlv*  In  th«s*  aarlnta.     ni*  Bank  for  Cooparatlves 
naeds   to  b«  able  to  help  ita  faorroMer-a  evaluate  the  risk 
Involved   in  ror-eign  markets  and   provide  nethoda   to  seat   that 
risk,   and  to  b«  able  to  flnanoa  tlie  facilities  to  develop 
foreign   trade. 

We   reapectfully  requeat  the  approval  of  thia  Subceaolttee  end 
the    Congress   for   those  banking  authorities   bo   that   the   Banks   for 
Cooperatives  «a;  continue  to  provide  the  services  needed  by  the 
farmer  and  hia   businesses    in   the  Northwest* 
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at«t«a«it  cf 
Blofcud  r.  Priaa  '       - 

m  b«kttlf  •;  tha 
Brathan  Itataa  Coop.    -    aiehMoa*,  nrgi»U. 

Mr.  Chmlnu  ud  Mabara  of  tba  SvbasMlttoa,  I  •■  Blakard  F. 
Prloa,   BTBla  a»d  Uvaateek  prodiear  aad  lloetad  Uvaotor  froa 
Mujluid  OB  tka  aovthara  Stataa  eooparatlva  Board  of  Mroetvat 
Isoatad  ia  Bloluead,  Tix-ciala.     Bo«th*ra  Stataa  la  pradoalaatal^ 
a  anpplT  and  aarkatias  eboperatlTs,  onod  aad  dlraotOd  by  faxaora 
la  Harrlaad,  Oalaaara,  Tlrslala,  Vaat  Tirfiala  aad  Kaataekr. 
■a  oajoj  a  ••abarafalp  of  3ZO,93^  aaabara,   ashltaltlas  a  total 
velaaa  af  f50B,6OO,O00  terlng  aar  laat  12  aoatka,  aadlac  Jaaa  30. 
1979.    Maah  af  oar  anoaoM  aaa  bo  dlraotly  attrUatad  to  tfco 
aorklaK  ralatloaablp  aitb  tko  Baltiaora  aad  LoalavUla  Baaka 
for  Coeparativoa.     Aa  flaaaolag  naada  of  aar  eooparatlT*  sroa, 
a*  Had  that  aero  tbaa  avar  wa  aaat  ralj  on  tba  Tava  CrOdlt 
Syataaa  to  provlda  th*  aaoaaaarr  aapltal*     For  tbla  raaaea,   I 
appraeiata  tbla  opportnnllr  to  praaant  tba  vtoaa  of  Soatbara 
Btataa  Coeparatlva  eeaaaraiac  tba  Paia  Cradit  lot  laandaant  of 
1979.  HB  4782. 

Hjr  prlwuT  lataraat  la  taatlfriag  la  to  apprlaa  tba  Babooaalttoo 
tbat  faaaara  throng  tbalr  Coeparatlvaot  ara  aeatiaaias  to 
axpaad  tba  dlraet  aarkatlag  appreaob  of  tbalx-  pradaeta* 

Aa  facaarai  «o  ara  proad  of  oar  prodaotloa  raoerda.     Sallka 
aaar  otbar  eoaatriaa  aroaad  tba  aerldf   tb«  Valtod  Btataa  baa 
aa  abaadaaoo  of  food,  partlealarlj  irtkaat  aad  faod  Brolaa.     Baarlj 
oaa  oat  of  oTarr  tbraa  aoraa  of  ^wdaetloa  la  availablo  for  ov 
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In  arlar  tor  «■  to  prosot*  tb«  axpuuioa  of  0>B<  «sriettltMval 
•xperta,  *ad  to  laoroas*  tka  fMraar's  BhAVe  of  tho  boaeflto 
iarlTod  froa  tbooo  trknokotloooi  »o  naad  tka  flnapclal  oarrlsM 
of  tha  Banka  for  Cooparatlvao,  ■U.ob  If  paaaatf  bj  tha  Eavaa, 
tUa  IsgialatleB  «o«ld  all«*>     Althea^  Mwh  of  oar  graiA  v 
produead  la  oar  flva  stato  aroa  la  for  daaoatle  naa,  Baar 
^dllleak'  of  bnabola  ar*  avallablo  for  export*     At  aoaoidarabla 
ooat  to  oar  fazsora,  »a  aaat  praaaatlr  aall  oar  fraln  throvgb 
aaeoad  aad  tblrd  partlaa  la  tha  a^ort  flald* 

Tbara  la  no  qaaatlon  1«  ay  alAd,  If  Coaparatlvaa  ootdd  got  tho 
naoaaaarj  flaanolng  aad  banklas  Booda  that  Xh*  Tmrm  Crodit  let 
Aaaadaenta  of  1979i   KB  V782  eaa  provlAoi  «0  aoold  baaafit  faraari 
aad  sonaiuMrB  allka.     Faraara  vovld  darlTa  additional,  boaafita 
froa  azpandad  aalaa  and  radaead  eoat.     Tho  ooonoay  vonld  ba 
bolatarod  froa  tha  laeraaaad  mxperta  aad  agrionltur*  would 
sontributa  araa  aor*  to  balp  lowar  oar  daflolt  balaAoa  of  pay- 
aanta.     rnrttaaraora,  onr  aeoaealata  tall  «a  that  for  aaah  S1>00 
axportad,  12.00  of  deasatio  aaeaeale  aetlvltT  la  gaaaratad. 
iddltlonallr,  Inaraaaad  grain  axporta  alll  alsnlfloaatly  radnaa 
goramaaet  atoragOi  aaring  taxpajara  thonaanda  of  dollara  la 
agrledtaral  prograa  eoata. 
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Ststlatioa  rvf»l  ttet  9  o«t  af  kvarr  £  fu««ra  ««•  a  OoopcratlT* 
la  aoM*  waj,  rtethar  It  bo  i«  ■Hikatlnc,  ■•rvlo**  or  a^pU*** 
Thaaa  aaaa  tlswraa  c"  os  to  polat  ont  that  onlj  abovt  9*9  %  •'   ■ 
onr  axpertad  grain  la  dlroo'tlr  axportad  b;  rafleoaX  Cooparattvaa. 
■ith  tba  paaoaga  of  tb»  Fava  Gradlt  Act  laandaanta  of  1979, 
BB  kyiZ,  *a  ara  oonfitoat  thara  alll  ba  a  traaanAona  Inaraaao 
In  diroot  Cooparativa  a^ortlag  of  Kraiaa.     I  aak  tbat  jev  «•»• 
aldar  tbia  atatoaaat  aloag  «ltta  othara  aad  tbat  jroa  alll  (Ivo 
a  favorabla  rapert  oa  tba  raxa  Cr'Ait  Aot  Aaandaaata  of  1979i 
BB  4762.     Soatbara  Stataa  Ceoparatlva  of  Uebaoad,  Tirslala 
aad  I|  MLabard  T>  PrleO)  a  taiaar,  appraolata  tba  opportaallr 
to  *alea  tba  Tlava  ao  atatod  abeva.     J  «1U  ba  ilaaaad  ta  appaar 
bafora  tbla  Ceaaittao  la  roapoaaa  to  aaj  qvoatlooa* 


Blobard  r.  Prlaa 

Dlraotor 

Seatbora  Statoa  Cooparatlva,  laoa 

atoaktoa  Dalrj  Fan 
251$  Btoaktoa  Boa< 
Phooalx,  Marjlaad  21131 
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FEDERAL  CONSERVATION  AND  FARM  CREDIT 
ACT  AMENDMENTS 


BATUBXULT,  HOTSKBXK  10,  1979 

HouBiOF  Refbxbkntativzs, 

SCBOOlOCnTEB  ON  CONBESVATION  AND  CbEDIT 

OF  THE  Comirrrra  on  Aoricdltcibe, 

Champaign,  III. 
The  subcommittee  met  at  9 :30  a  jn.  at  the  Champaijen  City  Coimcil 
Chambers,  North  Neal  Street,  Champaign,  111. ;  Htm.  Ed  Jones  (chair- 
man of  the  subcommittee)  presiding. 
Present :  Bepresentative  Madigan. 
Staff  present :  Wayne  A.  Fletcher  and  James  W.  Johnson,  Jr. 

OFEHIHS  THnrATHTB  07  BOV.  ED  T0HE8,  A  REPRESEHTATITE  IH 
C0VOB£S8  FXOK  TEX  STATE  OF  TEHXESSEE 

Mr.  Jones  of  Tennessee.  Good  morning,  ladies  and  gentlemen. 
Congressman  Madigan  will  be  here  shortly.  He  and  I  came  out  to- 
gether, but  he  had  a  job  this  morning  to  do  in  another  town  nearby, 
so  he  will  be  here  shortly. 

I  want  to  tell  you  that  I  am  Congressman  "Ed  Jones,  chairman  of 
the  Subcommittee  on  Conservation  and  Credit,  which  is  a  subcom- 
mittee of  the  full  Committee  on  Agriculture. 

I  am  from  Tennessee  and  represent  the  Seventh  Congressional  Dis- 
trict of  Tennessee. 

I  w&nt  to  welcome  each  witness  and  the  guests  who  are  here  today, 
and  thank  you  for  taking  tie  time  for  being  with  us. 

I  also  want  to  thank  the  city  of  Champaign  for  the  city  council 
chambers  and  the  facilities  that  we  are  going  to  enjoy  here  today. 

I  am  sort  of  happy  to  tell  you  that  today's  hearing  is  the  laist  in  a 
series  of  six  field  hearings  that  we  have  had  in  the  past  several  weeks. 

We  had  to  hold  them  on  weekends,  and  it  has  taken  a  great  deal  of 
travel  as  far  as  subcommittee  members  and  staff  are  concerned  to  get 
them  in. 

But  I  am  happy,  indeed,  to  be  here  in  the  heartland  of  America's 
farm  country. 

Our  reason  for  coming  to  this  area  is  that  we  ^1  we  can  attain 
some  true  facts  from  our  witnesses. 

Many  of  you  are  farmers,  either  farm  connected  or  farm  oriented. 

We  know  that  vou  can  tell  the  subcommittee  first  hand  what  is  on 
the  minds  of  the  farm  people  out  in  the  coimtry. 

We  are  here  primarily  to  get  information  on  the  Farm  Credit  Act 
amendments  which  have  been  proposed  to  update  the  present  law. 
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Many  of  you  will  know  that  I  introduced  the  legislation  seveim] 
months  ago  at  the  request  of  the  governor  of  tiie  Farm  Credit 
Administration. 
The  bill  is  known  as  H.R.  4782. 

In  addition  to  the  information  that  we  hope  to  obtain  on  faaa 
credit,  we  also  hope  to  obtain  information  on  a  sound  and  nationwide 
conservation  program.  We  are  examining  possible  new  incentives  to 
encourage  farmers  to  practice  conservation  farming. 

We  hope  most  of  the  testimony  will  be  confined  to  these  two  areas, 
farm  credit  and  conservation.  If  there  is  any  that  is  not  confined  to 
these  two  areas,  we  will  go  ahead  and  accept  it  anyway. 

Let  me  give  you  the  rules  of  the  hearing. 

You  can  do  one  of  two  things. 

If  you  summarize  your  statement,  the  entire  prepared  statement 
will  still  be  made  a  part  of  the  record,  or  you  can  read  your  statement. 
Whichever  is  more  satisfactory  to  you. 

We  find  that  there  are  many  people  who  prefer  to  summariEe.  And 
then,  if  we  have  the  time,  we  will  get  answers  to  some  questions. 

I  want  to  ask  you  to  be  as  specific  and  as  brief  as  possible,  while 
being  as  thorough  as  you  would  like  to  be. 

Your  entire  testimony,  as  I  have  mentioned,  will  be  made  a  part 
of  the  official  record  of  hearings. 

Witnesses  in  most  cases  wifl  not  be  questioned  as  they  finish  their 
testimony.  There  might  be  some  reason  for  some  question  to  be  ashed, 
but,  normally,  we  do  not  question  witnesses  until  we  have  finished  i 
series  of  hearing  witnesses. 

As  I  said,  I  am  very  happy  indeed  to  be  in  Congressman  Ed  Madi- 
gan's  district. 

Ed  Modigan,  as  you  know,  is  the  ranking  minority  mranber  of  the 
Subcommittee  on  Conservation  and  Credit,  (me  of  the  ranidng  mem- 
bers of  the  full  committee,  and  a  very  very  dear  friend  of  mine,  and  a 
very  able  member  of  the  subcommittee. 

lie  and  I  have  put  together  some  of  the  legislation  that  we  will  he 
proposing  next  week  before  the  House,  and  our  staffs  have  wc»4wd 
closely  together  with  many  things  that  we  have  had  to  do. 

There  are  two  members  of  the  staff  here  today.  We  had  to  leave  one 
in  Washington  to  pet  ready  for  the  Federal  crop  insurance  bill  tiiat 
wilt  be  handled  on  the  floor  of  the  House  next  wee^ 

Wayne  Fletcher  is  the  minority  staff  member  of  the  SubcmnmittM 
on  Consen-ation  and  Credit.  Wayne  is  an  Illinois  citizen. 

The  other  member  of  the  staff  is  Jim  Johnson,  who  is  a  staff  member 
on  the  Committee  on  Agriculture, 

There  are  many  of  you  out  there  that  I  know  perstmally  and  many 
of  you  that  I  have  seen  in  Washington,  so  let's  be  as  casual  as  we  can. 
Get  to  tlie  pcnnt,  and  there  will  be  no  problems  whatsoever. 

I  am  one  of  the  few  members  of  the  Hou.se  Committee  tm  Agricnl- 
tnre  who  actually  lives  on  a  farm,  in  fact,  I  was  farming  last  week. 
I  see  Mr.  Madigan  has  ai-rived,  so  before  I  call  the  first  witness,  Vm 
going  to  ask  Ed  to  welcome  his  constituency. 

By  the  way.  I  think  there  are  rome  here  that  are  not  your  conslita- 
ents*  because'  I  think  some  are  from  Indiana  and  other  States  mlso. 


ly  Google 


So,  the  Honorable  Ed  Madigan,  the  ranlcing  minority  member  of 
the  subcommittee. 

Mr.  Madioan.  Mr.  Chairman,  diank  you. 

At  the  outset,  let  me  apolo^ze  for  "being  a  couple  of  minutes  late. 
I  was  in  a  meeting  trying  to  pick  the  Kepublican  Presidential  delegate 
candidates.  I  would  have  invited  you,  Mr.  Chairman,  but  I  didn't  think 
you  would  be  interested. 

We  do  have  a  good  turnout,  and  that  demonstrates  the  amount  of 
interest  there  is  in  the  farm  credit  systenL  I  note  that  we  have  quite  a 
long  list  of  witnesses,  so  let  me  simply  say  that,  like  the  chairman, 
I  welcome  all  of  you,  and  I  am  pleased  that  you  are  interested  in 
participating  in  the  hearings  this  morning. 

I  suggest  tnat  we  move  along  with  it. 

Mr,  Jones  of  Tennessee.  Thank  you,  Ed. 

I  am  going  to  call  two  witnesses  at  a  time  in  order  to  expedite  this. 
The  first  witness  is  Mr.  Allan  Aves,  the  president  of  the  American 
Soybean  Association,  Washington,  D.C.,  and  the  second  witness  will 
be  Mr.  Virgil  E.  Peterson,  the  executive  vice  president  of  Hoosier 
Energy  Division,  Bloomington,  Ind. 

STATEMEKT  OF  ALLAK  AYES,  PBESISENT,  AHERICAIT  SOYBEAN 
A8S0CIATI0H;  ACCOHFAHIEI)  BT  JEFF  OAIHES,  EXECUTIVE  BI- 
BECTOB  OF  OOVEBNHEKT  RELATIONS 

Mr.  Aves.  Thank  you,  Mr.  Chairman. 

I  have  with  me  Mr.  Jeff  Gaines.  He  is  executive  director  of  Govern- 
ment relations  at  ASA,  St.  Louis. 

Mr.  Chairman,  I  am  Allan  Aves  of  Kirklandj  111.,  and  I  appear  here 
today  in  my  role  as  a  fanner  and  as  president  oi  the  American  Soybean 
Association. 

The  American  Soybean  Association  is  an  international  commodity 
organization  organized  to  assure  the  opportunity  of  a  profitable  soy- 
bean industry. 

ASA  worlw  to  accomplish  these  goals  primarily  by  conducting  pro- 
grams for  market  development  of  soybeans  and  soybean  products  and 
to  elicit  strong  support  for  effective  programs  of  research  and 
education. 

At  present,  ASA  has  foreign  offices  in  Madrid,  Paris,  Brussels, 
Hamburg,  Vienna,  Singapore,  Seoul,  Taipei,  Tokyo,  and  Mexico  City. 

Each  of  these  offices  is  staffed  with  specialists  charged  with  the  objec- 
tive of  expanding  foreign  demand  for  soybean  and  soybean  products. 

Now,  more  than  ever,  the  American  soybean  producer  is  heavily  de- 
l)endent  upon  foreign  markets.  This  year,  American  soybean  producers 
will  harvest  a  record  crop  of  about  2.2  billion  bushels  of  soybeans  and 
about  55  percent  of  that  crop  will  bo  sold  abroad. 

Soybeans  now  represent  America's  largest  cash  crop  a|nd  its  largest 
agricultural  export  commodity  with  an  expected  1979  to  1980  export 
value  of  about  ^billion.  I' 

The  future  points  to  even  larger  soybean  crops  and  the  need  for 
even  larger  foreign  markets. 

It  is  with  this  in  mind  that  I  appear  here  today  to  express  the  sup- 
port of  the  American  Soybean  Association  for  those  provisions  of 
H.R.  4782,  the  Farm  Credit  Act  Amendments  of  1979,  which  would 
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greatly  enable  farmer  coopBratives  to  market  agricultural  commodi- 
ties abroad. 

As  I  have  mentioned,  American  farmers  will,  this  year,  produce  a 
record  crop  of  about2.2  billion  bushels  of  soybeans. 

In  1  year,  the  United  States  has  increased  its  production  of  soy- 
beans b^  an  amount  equaling  the  total  production  of  Brazil,  our  chief 
competitor. 

But  producing  this  huge  crop  is  not  enough  to  assure  success  for  the 
farmer.  The  majority  of  the  soybeans  must  be  sold  to  customers  abroad 
at  a  price  that  will  cover  the  farmer's  production  cost.  And  provide 
him  with  a  reasonable  profit. 

As  U.S.  soybean  production  rises  in  the  future,  every  avenue  to 
increase  export  sales  must  be  utilized  if  we  are  to  maintain  a  viable 
econrany. 

While  I  am  here  todav  to  express  ASA's  support  for  granting  the 
banks  for  cooperatives  the  authority  to  help  finance  export  programs 
for  farmer  cooperatives,  I  do  not  want  to  leave  the  impressiiHi  that 
ASA  is  not  pleased  with  efforts  of  our  major  private  export  firms. 

On  the  contrary,  I  think  that  the  record  will  show  that  the  private 
grain  export  firms  are  the  most  efficient  marketers  in  the  world. 

Compared  to  the  national  grain  marketing  boards  of  Canada  and 
Australia,  the  private  grain  companies  have  provided  American  farm- 
ers, on  the  whole,  with  greater  return  from  their  production  as  a  result 
of  their  long  expenence  in  the  industry. 

The  American  Soybean  Association  values  the  service  provided  by 
the  private  grain  exporters,  but  we  also  feel  that  making  more  tooJs 
available  to  farmer  cooperatives  to  assist  in  their  export  marketing 
activities  can  only  benefit  U.S.  soybean  producers. 

The  United  States  is  currently  seeing  an  increase  in  its  sale  of  agri- 
cultural commodities  to  new  areas  of  the  world,  especially  the  lesser 
developed  countries. 

If  they  are  given  the  avid  assistance  from  the  banks  for  coopera- 
tives, it  IS  likely  that  farmer  cooperatives  will  be  able  to  make  sub- 
stantial sales  in  the  expanding  markets  and  the  result  will  imdoubt- 
edly  be  even  greater  U.S.  exports  than  if  the  cooperatives  had  not 
competed  for  me  markets. 

There  have  been  some  who  have  suggested  the  farmers  of  the  farm 
credit  administration  never  intended  tor  the  system  to  assist  farmsr 
cooperatives  to  the  degree  provided  in  H.R,  4782.  However,  as  was 
pointed  out  bv  Mr.  W.  W.  Gaston,  president  of  Ooldkist,  Inc.,  during 
testimony  before  your  subcommittee  on  October  4,  1979,  the  Farm 
Credit  Act  of  1971  makes  specific  reference  to  the  need  for  the  farm 
credit  system  to  expand  the  credit  and  other  servicea  provided  to 
farmer  cooperatives  m  order  to  allow  them  to  better  serve  their  mem- 
bers' needs  m  a  changing  economy. 

Stronger  overseas  markets  are  among  these  needs,  and  in  order  to 
sustain  these  markets,  while  financial  tools  must  be  made  available  to 
aid  the  farmer  in  reducing  his  risk  to  wide  fluctuations  in  market  price. 

Furthermore,  it  is  important  to  note  that  strong  markets,  through 
reducing  the  farmers'  risk,  also  reduces  the  risk  of  institutions  lending 
to  farmers. 

American  agriculture  is  surely  not  the  same  today  as  it  was  when  the 
farm  credit  system  was  conceived  in  1916.  Nor  is  it  the  same  as  it  wu 
n  1971  when  Congress  passed  the  Farm  Credit  Act 
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In  1916  there  wasn't  even  a  fledgling  soybean  industry  in  the  United 
State& 

A  little  over  half  a  century  lat«r,  in  1971,  the  United  State  produced 
almost  1.2  billion  bushels  of  soybeans  and  sold  about  38  percent  of 
those  to  foreign  customers. 

Now,  only  8  years  later,  American  farmers  have  ahnoet  doubled 
1971  output  and  will  sell  close  to  two-thirds  of  that  prodtiction  abroad. 
What  served  American  farmers  and  their  cooperatives  in  1916  or 
1971  will  not  necessarily  serve  them  today.  If  American  farmers  depend 
upon  international  markets  for  their  incomes,  they  havetao  alternative 
but  to  utilize  international  trading  practices. 

Therefore,  Mr.  Chairman,  on  behalf  of  the  American  Soybean  Asso- 
ciation, I  urge  you  to  support  those  sections  of  H.B.  4782  that  will 
allow  Banks  for  Cooperatives  to  better  assist  fanner  cooperatives  in 
marketing  agricultural  products  abroad. 

The  legislation  can  only  help  to  meet  the  needs  of  the  future. 
Thank  you.  i 

Mr,  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Aves. 
Mr.  Madigan,  you  have  a  question ! 

Mr.  Madigan.  Mr.  Chairman,  I  was  going  to  ask  you  a  procedural 
question. 

I  see  we  have,  for  this  9 :30  hearing,  some  17  certain  witnesses  and 
perhaps  as  many  as  26. 

Is  it  your  intention  to  proceed  through  al!  of  them  and  then  bring 
them  back  to  ask  questions  1 

Mr.  Jones  of  Tennessee.  Yes  in  the  opening  statement,  I  did  say 
that  it  is  possible  we  may  not  be  able  to  question  anybody. 

But,  if  we  have  a  particular  question,  we  will  ask|  the  witness 
after  he  states  his  testimony. 

I  am  afraid  we  will  run  out  of  time. 

Mr.  Madigan.  I  agree  with  you.  I  think  it  would  be  more  important 
for  the  witnesses  to  say  what  they  came  to  say. 
Mr.  Jones  of  Tennessee.  I  thitik  you  are  right. 
The  majority  of  these  witnesses,  we  can  contact  anyway. 
We  appreciate  you  being  here,  and  appreciate  your  statement.  Thank 
you. 

Mr.  AvEs.  Thank  you, 

Mr.  JoNEB  of  Tennessee.  Following  Mr.  Peterson,  there  are  five 
witnesses,  Mr.  Kahle,  Bob  Hester,  James  Finch,  Jay  Skinner,  and  Mr. 
Simeral.  Are  they  here  yet  ? 

Mr.  Jones  of  Tennessee.  We  will  begin  with  Mr.  Finch  after  Mr. 
Peterson  testifies. 

Now,  Mr.  Peterson,  the  executive  vice  president  of  the  Hoosier  En- 
er^  Division.  Bloomington,  Ind. 

We  are  delighted  to  have  you,  and  I  enjoyed  having  a  little  brief 
visit  wit  h  you  a  few  minutes  ago. 

STATEHEirr  OF  TXHaiL  E.  PETERSON,  EXECUTITE  VICE 
FKESIDEirr,  HOOSIEB  ENERGY  DITISIOIT 

Mr.  Peterson.  Mr.  Chairman,  members  of  the  subcommittee,  I 
would  like  to  Hummarize  my  testimony  and  say  that  Hoosier  Energy 
is  a  generating  and  transmission  cooperative  in  southern  Indiana  that 
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serves  the  needs  of  the  distribution  rural  electric  qntems  in  southern 
Indiana  serving  member  consumers  of  about  one-half  million  farmers 
and  ranchers  in  that  area,  rural  in  nature. 

At  the  iiresent  time  we  supply  the  energy  requirements  of  about  over 
2  billion  kilowatt  hours. 

The  farm  credit  system,  and  particularly  the  Banks  for  Coopera- 
tives, are  an  extremely  important  source  of  capital  to  rural  electric 


As  you  know,  the  Federal  Financing  Bank,  through  the  Rural  Elec- 
trification Administration,  supplies  a  good  part  of  our  capital  needs. 
However,  there  are  certain  capital  ne^s  that  can  only  be  met  by  pri- 
vate lending  such  as  BFC,  Banks  for  Cooperatives. 

To  give  you  an  idea  of — at  the  present  time  we  have  under  cchi- 
stniction  in  Indiana  an  energy  resource  of  900,000  kilowatts  of  energy 
capacity,  representing  about  a  $700  million  investment. 

Over  the  last  several  years,  starting  back  in  1975,  we  have  had  in- 
volvements with  the  Banks  for  Cooperatives  that  go  to  financing  a 
$5  million  field  reserve  to  providing  $36  million  in  preconstructirai 
financing. 

At  the  present  time  we  have  arrangements  with  them  for  $200  mil- 
lion worth  of  long-term  financing. 

Our  financing  at  the  present  time  also  includes  $116  million  with  a 
group  of  commercial  banks  providing  short-term  financing  on  pollu- 
tion control  equipment. 

In  addition,  the  Federal  Financing  Bank  is  providing,  for  Uiifi 
particular,  $522  million  for  those  needs. 

So  you  can  see  that  we  rely  very  heavily  on  the  Bank  for  Coopera- 
tives in  this  program. 

The  LBC  B  provide  to  tlie  rural  electric  systems  such  as  ours  a  great 
deal  of  flexibility  in  our  financing  program. 

One  example  that  would  be  of  particular  interest  at  this  time,  to 
supply  the  fuel  needs  for  that  plant,  about  26  million  tons  of  coal  over 
the  next  20  years  will  come  from  a  strip  mine  in  Indiana,  and  about 
26  million  tons  of  that  fuel  will  come  from  Illinois,  just  west  and  Bouth 
of  us  here  in  Champaign. 

But,  to  move  that  fuel  over  into  Indiana  from  that  deep  mine,  is 
going  to  require  about  a  $d  million  investment  on  our  part  in  trans* 
portaticHi  in  Illinois  to  move  that  fuel. 

And,  at  our  board  meeting  this  coming  Monday,  I  am  going  to  have 
a  proposal  there  where  we  would  hope  to  make  a  presentation  to  the 
Louisville  Bank  for  Cooperatives  for  financing  that  type  of  transpor- 
tation need. 

We  feel  that  it  is  imperative  that  the  rural  electric  cooperativee  be 
able  to  retain  the  Bank  for  Cooperatives  as  an  ultimate  source  of 
financing  for  our  needs. 

We  fwl  that  it  is  in  the  best  interest  of  our  consumer  members  who 
are,  basically,  rural  in  nature,  certainly  in  Indiana,  and  rural  in  nature 
across  the  country. 

As  you  know,  at  the  present  time,  there  is  a  70-percent  limitation  as 
far  as  eligibility  requirements. 

Even  though  we  are  in  a  highly  rural  area,  we  find  that,  over  the 
years,  the  migration  of  nonfarm  people  to  rural  areas  is  even  ir-'-- — 
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it  difficult  for  us,  I  think,  in  ^ears  ahead,  to  maintain  that  eligibility. 

So  we  think  it  is  very,  very  important  that  these  farm  credit  amend- 
ments of  197d  pass,  and  particularly  H.  Kes.  4782,  We  feel  that  it  is 
very  imperative  that  we  have  continuous  access  to  a  dependable  source 
of  credit  and  the  flexibility  that  it  gives  rural  electric  cooperatives 
such  as  ours  in  this  financing  market. 

We  strongly  urge  that  you  gentlemen  in  Congress  would  act  favor- 
ably on  H.R.  4782,  because  we  feel  that  it  is  in  the  best  long-term 
interest  of  the  rural  electric  systems  and  the  member  consumers,  and 
millions  of  member  consumers  all  over  the  country  that  are  serving 
the  food  and  fiber  producers  of  this  country. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much  Mr.  Peterson  for 
summarizing  your  statement.  Your  prepared  statement  will  be 
placed  in  the  record. 

[The  prepared  statement  of  Mr.  Peterson  follows :] 


Mr,  Cbainnaa  and  members  at  the  Subcommittee,  vaj  name  Is  Virgil  E. 
Peterson,  BzecutWe  Vice  President  and  General  Manager  of  Hooaler  Energy 
Division  of  IndlauB   Statewide  REC,  Inc.,   Bloomingtbn,  Indiana. 

Hoosier  Energy  Is  a  generating  and  traosmiseloo  tfooperBttve  with  the  re- 
sponsibility to  supply  the  energy  requirements  ot  rural  electric  co(^ierativea  In 
the  southern  half  of  the  state  of  Indiana.  In  April  1970,  Hoosier  Energy 
pleted  its  first  electric  generating  plant  which  has  two  coal  fired  steam  gen- 
eraUng  units  with  a  capacity  ot  approilmately  233,000  kilowatts.  Hooaier  En- 
ergy presently  is  constructing  a  coal  fired,  steam  generating  jdant  which  will 
have  a  total  capacity  of  approximately  980,000  kilowatts.  The  [dant  invest- 
ment for  this  project,  including  related  transmission  facilities,  will  total  $722 
mllllOD. 

Currently,  we  are  providing  approximately  2.1  billion  kllowatt-taours  through 
our  member  distribution  cooperatlvea.  These  member  distribution  cooperatives 
serve  approximately  140,000  homes  and  businesses,  reaching  half  a  million 
consumers  In  southern  Indiana.  It  Is  projected  that  to  m^et  our  members  en- 
ergy needs,  additional  plant  Investments  of  between  $760  tnllUon  to  $7  blUIon 
wiU  be  required  by  1990.  ■ 

Without  question,  these  statlatics  demonstrate  the  capital  (ntenslveness  of  the 
energy  Industry  and  the  need  for  large  amounts  of  capital  for  the  roral  electric 
cooperatives  of  our  country.  Currently,  much  of  the  long  terrn  capital  needs  of 
the  generating  and  transmission  rural  electric  cooperatives  are  being  met  under 
the  Rural  Electrification  Administration's  guaranteed  loaU'  program  which, 
for  the  most  part.  Is  funded  by  the  Federal  Financing  Bank.  However,  there  are 
certain  large  capital  needs  which  must  be  met  by  private  lenders  such  as  the 
Banks  for  Co<^>eratives.  These  important  capital  needs  include'' front-end  financ- 
ing for  the  early  stages  of  energy  projectn  for  environmental  impact  statements, 
analysis  of  alternatives,  feasibility  studies,  land  acquisition,  long  lead  time 
ordering  of  equipment,  financing  of  fuel  supidies  and  fuel  transportation.  Dur- 
ing the  construction  of  a  project.  Interim  construction  loans  may  be  required. 
These  types  of  financial  needs  can  total  {100  million  or  more.  He  ability  of  the 
Banks  for  Cooperatives  to  participate  in  this  type  of  financing,  allows  rnral 
electric  cooperatives  to  maximize  financial  management  which,  in  turn,  can 
save  the  ultimate  member  consiuner  mlltlons  of  dollars. 

Hooaier  Energy  first  obtained  a  $5  million  dollar  loan  frran  the  LoulsvlUe 
Bank  for  Cooperatives  in  March  1975,  to  acquire  certain  valuable  coal  reserves. 
Since  then,  we  have  obtained  several  loans  from  the  Louisville  Bank  for  Co- 
operatives for  our  present  construction  program.  A  (36  million  loan  which 
provided  necessary  preconst ruction  financing  has  been  repaid.  Currently,  the 
Louisville  Bank  for  Cooperatives  is  providing  a  $50  million  construction  Interim 
loan  and  $200  million  of  our  long  term  flnancisK-  A  group  of  commercial  hanks 
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are  presently  prorldtni;  a  short  term  loan  of  |116  mlllioii  for  iKrilntlan  coatnri 
eqni{Hnent.  fSS2  milIl<Mi  Is  being  provided  by  the  Federal  Financing  Bank.  It 
Ig  of  vital  lmportaiu%  Uiat  Rural  Electric  Cooperatives,  such  as  Hooaler,  con- 
tinne  to  bave  access  to  tbe  lending  capabilities  of  the  Banks  for  CooperatlTes. 
The  loans  we  have  with  the  Loniavllle  Bank  for  Cooperatives  Is  pntTidlng 
Hoosier  Eneigy  with  one  of  the  most  flexible  financing  programs  of  any  generat- 
ing and  transnlaaiwi  cooperative  In  the  natlm.  The  flexibility  la  this  finanring 
program  allows  us  to  mazlmize  onr  financial  management  capability  which 
can  save  millions  of  dollars  for  the  member  conenmer  at  the  end  of  the  electric 
line. 

Because  of  our  cooperative's  obligation  to  produce  and  deliver  energy  at 
the  lowest  poeslljle  cost  to  the  members.  It  Is  Imperative  that  the  rural  electric 
cooperatives  bave  access  to  a  dependable  source  of  financing  which  Is  capable 
of  meeting  our  needs.  As  Executive  Vice  President  and  General  Manager  of 
Hoosier  Energy,  1  believe  the  Banks  for  Cooperatives  to  be  an  important  al- 
ternate source  of  dependable  credit  I  can  say  without  questian,  this  feeling  is 
shared  by  many  other  executives  and  directors  of  rural  electric  generating  and 
transmission  cooperatives  across  the  country.  Therefore,  I  welcome  this  op- 
portunity to  present  testimony  In  support  of  H.B.  4782.  It  Is  my  sincere  belief 
that,  in  the  beet  Interest  of  the  hundreds  of  thousands  ot  rural  electric  «»- 
Burners  across  this  nation,  it  la  extremely  Important  that  the  rural  electric 
cooperatives  continue  to  be  eligible  to  borrow  from  the  Banks  for  Cooperatives. 
At  the  present  time,  to  qnali^  as  a  iKirroner  from  the  Banks  for  Cooperatives, 
at  least  70  percent  of  the  voting  stock  of  a  rural  utility  cooperative  must  be 
held  by  farmers.  By  law,  electric  cooperatives  are  required  to  serve  everyone 
in  their  service  areas.  All  users  must  become  members  and  have  the  right  to 
vote  in  the  business  affairs  of  the  cooperative.  This  la  distinctly  different  from 
a  farm  supply  cooperative  which  may  serve  members  and  non-members  alike, 
and  which  has  the  right  to  determine  which  patrons  may  hold  voting  Bto^ 

As  we  all  recognise,  we  are  witnessing  the  continuing  trend  of  the  migrmtlon 
of  non-farm  peoj^e  to  rural  areas.  Because  of  this  continuing  trend,  and  in  li^t 
of  the  fact  that  the  mral  electric  cooperatives  must  provide  electrical  service  to 
these  families  and  must  grant  them  a  voting  membership,  it  Is  becoming  In- 
creasingly difficult  for  many  of  Hoosier  Energy's  member  rural  electric  coop- 
eratives to  meet  the  existing  ellglbtllty  requirements.  For  Hoosier  Energy,  which 
is  a  Division  of  Indiana  SUtewIde  Rural  Blectrlc  Cooperative,  Inc.,  to  qoalUy 
as  a  borrower,  70  percent  of  Indiana's  Bnral  Electric  Cooperatives,  or  approxi- 
mately SO  of  Its  42  distribution  cooperatives,  must  be  able  to  meet  the  Bank's 
eligibility  requirements  under  existing  law.  With  continued  nrtwnlsation  In  tbe 
Indianapolis  area,  as  well  as  in  other  sizable  cities  In  Indiana,  Hiese  dMrlbn- 
tlon  cooperatives  are  finding  it  more  and  more  difficult  to  meet  the  Banks' 
eligibility  requirements.  Consequently,  It  Is  becoming  more  dlfllcult  for  Hooalnr 
Energy  to  maintain  their  eligibility  for  borrowing. 

As  I  previously  indicated,  the  Banks  for  Cooperatives  are  an  extremely  im- 
portant and  vital  source  of  financing  and,  without  reservation,  I  feel  It  Is  Im- 
perative that  we  continue  to  have  access  to  the  capital  markets  thmu|^  the 
Banks  for  Tooperatlves.  The  Banks  for  Cooperatives  have  been  in  existence  for 
well  over  40  years  and  are  a  proven,  dependable  source  of  credit  to  cooperative 
throughout  the  nation.  Through  thia  ayntem,  we  can  obtain  Bnanring  at  a  very 
competitive  rate  and.  in  many  Instances,  at  the  lowest  rate.  If  we  are  to  con- 
tinue to  meet  a  ^gnlflfanl  portion  of  tlila  nation's  encrey  reonlrements  and  the 
energy  requirements  of  the  food  and  fiber  producers  of  this  nation  in  tbe  most 
eoonomical  manner,  we  need  access  to  borrow  capital  from  the  Banks  for  Co- 
opers tlvea. 

I  appreciate  the  opporiunitv  to  present  this  testlmonv  on  hebnif  of  Hoosier 
Energy.  I  strongly  urge  that  Congress  act  favorably  on  H.R.  4782  which.  I  be- 
lieve, is  In  the  best  Interest  of  dU  rural  electric  cooperatives  and  the  mlUtons 
of  member  consumers  across  the  nation. 

Mr.  Jones  of  Tennessee.  Mr.  Peterson,  will  you  remain  just  a  mo- 
ment. Mr.  Madifran  has  a  question  he  would  like  to  ask  you- 

Mr.  Mawoan.  If  I  may  ask  you  just  one  question.  Mr.  Peterson.  What 
is  it  that  you  confoniplate.  doine;  with  this  $9  million  in  IllinoisV 

Mr.  Peterson.  That  would  be  to  improve  rail  facilities. 
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Mr.  Madioan.  To  continue  to  be  operated  over  by  the  same  railroad? 

Mr.  Peterson.  Yes,  sir. 

Mr.  Madigan.  You  would  be  upgrading  track? 

Mr.  Peterson.  Assisting  in  the  financing  of  upgrading  that  trans- 
portation system  to  move  that  fuel,  because  we  have  a  20-year  contract. 

Mr.  Madigan.  And  then  would  you  have  a  signed  contract  with  tJhe 
railroad? 

Mr.  Petebson.  Yes,  we  would. 

Mr.  Madigan.  Guarwiteeiiig  that  they  would  continue  to  provide 
the  service? 

Mr.  Petebson.  Yes,  sir. 

Mr.  Madioan.  Thank  you,  Mr.  Peterson. 

Mr.  Jones  of  Tennessee.  Thank  you  veir  much,  Mr.  Peterson. 

Our  next  witness  is  Mr,  James  Finch  of  West  Lafayette,  Ind. 

STATEHEIIT  OF  JAKES  FINCH,  aSADr  AUS  LIVESTOCK  FAKHER, 
WEST  LAFAYETTE,  INS. 

Mr.  Finch.  Mr.  Chairman,  and  members  of  the  subcommittee,  my 
name  is  Jim  Finch,  I  am  from  West  Lafayette,  Ind.  I  have  a  550-acre 
family  farm  where  I  raise  250  acres  of  com,  250  acres  of  soybeans,  50 
acres  of  wheat,  and  feed  80  head  of  cattle.  We  have  been  involved  with 
the  family  farm  operation  for  30  years.  Presently,  I  serve  on  the 
Lafayette  Cooperative  Elevator  Co.  board  of  directors. 

I  appreciate  the  opportunity  to  appear  before  this  subcommittee 
to  present  my  views  in  support  of  H.R.  4782. 

1  am  testifying  on  the  provision  that  would  allow  the  Banks  for 
Cooperatives  to  become  involved  in  financing  the  export  of  grain  and 
other  agricultural  products. 

This  is  important  to  Indiana  fanners  who  export  approximately 
30  percent  of  their  com,  50  percent  of  their  soybeans,  and  60  percent  of 
their  wheat. 

For  years,  Indiana's  farmers  have  supported  agricultural  coopera- 
tives working  together  to  market  their  products  and  improve  their 
income  by  direct  grain  export. 

I  believe  that  anything  that  improves  the  exporting  of  grain  and 
other  agricultural  products  is  in  the  best  interest  of  this  country, 
since  it  will  aid  our  balance  of  payments. 

However,  for  the  farmers  cooperatives  across  the  Nation  to  compete 
in  the  foreign  marketplace,  we  must  expand  the  Banks  for  Coopera- 
tives' ability  to  finance  agriculture  exports. 

For  over  40  years,  Banks  for  Cooperatives  have  been  the  primary 
lender  to  agriculture  cooperatives  and  have  provided  dependable,  con- 
structive credit  and  sound  counsel  and  advice. 

The  Banks  for  Cooperatives  needs  the  authority  to  develop  inter- 
national financing  for  the  following  reasons : 

1.  Cooperatives  require  the  knowledge  and  assistance  of  their  pri- 
mary lender  to  maximize  rates  on  foreign  sales  of  agricultui-al 
products. 

2.  U.S.  coftperatives  need  financing  alternatives  for  handling  pay- 
ments by  foreign  buyers. 
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3.  International  financing  by  the  Banks  for  Cooperatives  will  help 
family  farmers  by  providing  expanded  export  channels  through  their 
own  cooperatives. 

The  major  authorizations  requested  by  the  Banks  for  Cooperatives 
are: 

1.  Permit  the  Banks  for  Cooperatives  to  make  deposits  in  foreign 
banks.  These  deposits  are  required  to  make  payments  and  collection 
effectively  and  would  establish  effective  correspondent  relationships. 

2.  Enable  the  Banks  for  Cooperatives  to  receive  and  hold  credit 
balances  from  the  banks  and  borrowers. 

It  will  be  essential  for  the  Banks  for  Cooperatives  to  accept  funds 
from  borrowers  and  financial  institutions,  allowing  tiie  efficient  trans- 
fer of  funds  for  the  international  transaction  of  farm  cooperatives. 

B.  The  authority  to  hold  deposits  of  foreign  banks  would  permit  the 
efficient  exchange  of  deposits. 

This  is  a  normal  correspondent  relationship  between  banks  and 
foreign  countries. 

i.  Authorize  the  Banks  for  Cooperatives  to  purchase  and  sell 
bankers  acceptances. 

These  are  important  marketing  instruments  due  to  their  accepta- 
bility and  ease  of  exchange.  This  is  a  normal  practice  in  international 
banking  and  is  needed  by  the  cooperatives. 

5.  Authorize  the  banl^  for  cooperatives  to  purchase  drafts  drawn  on 
domestic  and  foreign  banks  to  speed  up  financing  and  collection  of 
exports. 

6.  Authorize  the  banks  for  cooperatives  to  engage  in  currency 
exchange.  This  marketing  tool  permits  the  borrower  to  cranpleto  trans- 
actions quickly  and  easily. 

I  know  that  you  agree  that  anything  that  improves  our  export  situ- 
ation is  beneficial  to  our  economy;  allowinjj  a  direct  contact  between 
the  cooperative's  marketing  channels  and  the  ultimate  user  increases 
the  profit  of  the  family  farmer.  This,  in  turn,  maintains  the  strength 
of  the  family  farmer  who  has  been  the  backbone  of  American 
agriculture. 

This  request  for  additional  authority  by  the  banks  for  cooperativea 
has  resulted  from  the  need  by  the  agricultural  marketing  cooperatives 
to  better  finance  their  export  transactions. 

I  believe  that  this  proposed  legislation  is  in  the  best  interest  of  the 
American  farmer  and  also  in  the  best  interest  of  this  Nation's  economy. 

I  urge  your  approval. 

Thank  you  very  much  for  providing  me  this  opportunity  to  present 
my  views. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Finch.  A  very 
good  statement,  and  we  appredate  your  coming  here. 

Our  next  witnpss  is  Mr.  Harold  Dodd,  the  president  of  the  IllinoiB 
Farmers  Union,  Springfield,  HI. 

Mr.  Dodd,  welcome,  and  you  may  proceed. 

STATEHEHT  OF  EABOU)  DODD,  FRESTSEHT,  UIHTOIS  7ASMXB8 
UNION 

Mr.  Dono.  Besides  being  president  of  the  Illinois  Fanners  Unicm, 
^'m  mainly  a  farmer. 
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I  do  have  a  1,400-acre  com  and  soybean  farm  at  Loami,  111.  You 
never  heard  of  that,  but  that  is  about  18  miles  southwest  of  Sprinir- 
field,Ill. 

It  seems  as  though  everyone  is  talking  about  the  credit  bill,  and  I 
would  like  to  start  off  by  saying  that  we  are  in  total  support  of  the 
credit  bilL 

But  I  would  like  to,  if  I  may,  talk  a  little  bit  more  about  soil 
conservation. 

Did  I  understand  you  correctly  that  this  would  be  proper  i 

Mr.  JoNEB  of  Tennessee.  You  are  absolutely  right ;  yes. 

We  are  here  for  both  purposes.  We  think  tliat  it  is  rather  incon- 
sistent to  go  out  for  a  hearing  unless  we  try  to  cover  the  waterfront. 

We  have  problems  of  both,  and  legislation  l^at  has  to  be  proposed, 
and  we  try  to  kill  a  couple  of  birds  with  one  shot. 

Mr.  DoDD.  Well,  in  the  first  place,  the  Farmers  Union  has  a  long 
history  of  support  for  the  credit  agency  authorized  by  the  Farm  Credit 
Act  of  1916. 

Farmers  today  know  these  agencies,  such  as  Production  Credit 
Association,  Federal  lending  banks,  and  so  forth,  and  we  have  always 
supported  these  bills  and  are  always  in  support  of  anything  that  m 
anyway  can  improve  them. 

And  we  are  in  total  support  of  H.R.  4782. 

But,  that  having  been  said,  I  do  not  have  a  prepared  statement,  but 
I  would  just  like  to  talk  to  you  for  a  few  minutes,  if  I  may,  about 
some  ideas  that  I  have  about  what  I  think  is  a  major  problem  in  Illi- 
nois, at  least — and  I  have  a  feeling  that  it  is  widespread — and  that  is 
erosion. 

A  few  years  ago,  we  farmers  were  asked  to  plow  everything  up, 
from  fence  to  fence,  by  our  own  U.S.  Department  of  Agriculture.  You 
people  in  Washington  know  that  I  am  not  lying  about  that.  We  were 
urged  to  feed  a  hungry  world,  plow  it  up  from  fence  to  fence.  And 
so  the  farmers  obliged. 

Then  we  created  surpluses  which  depressed  the  prices.  And  so  you 
would  think  that  maybe  we  might  have  a  program  to  take  some  of  those 
acres  out,  but  that  doesn't  seem  to  be  the  case. 

There  is  hillside  after  hillside  being  put  into  row  crop  tiiat  any 
person  knows  shouldn't  be. 

And  our  universities  are  trying  to  teach  us  ways  in  which  we  can 
farm  the  hillsides,  which  is  with  no  till  systems  and  what  have  you. 

But  I  think  that  you  first  have  to  note  that  there  is  a  problem,  and 
the  problem  of  erosion  is  the  principal  cause  of  pollution.  And  so  if 
we  can  stop  erosion  we  will  greatly  enhance  the  chance  of  cleaning 
up  our  water  and  our  sediment  and  all  of  those  things  involved. 

You  have  to  understand  why  the  farmer  is  continuing  to  plow  up 
that  hillside  that  probably  he  knows  better ;  he  knows  that  he  probably 
shouldn't  be  plowing  it  up. 

But  since  he  plowed  it  up,  the  expenses  have  increased  so  greatly  and 
the  taxes  have  mcreased  so  greatly  that  he  simply  cannot  afford  to  put 
it  into  amore  soil -conserving  practice. 

He  has  to  continue  to  put  in  a  row  crop  in  order  to  make  ends  meet. 

Now,  I  have  been  on  the  scene  for  20  years  trying  to  get  agricultural 
appropriations  approved  in  Washington,  D.C.,  and  I  know  that  it  is 
very  mfficult,  and  I  know  that  everyone  knows  that  we  are  about  3  per- 
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cent  of  the  people  and  all  of  those  kind  of  things  which  we  have  thrown 
at  us  all  the  time. 

But  I  think  that  there  is  a  way,  because  I  sat  in  on  20  meetings — 1 1 
month  for  20  months — at  the  EPA,  to  which  thej  had  invited  the 

X' culture  community  to  come  to  have  some  input  on  the  208  pUm, 
•M  would,  hopefuUy,  clean  up  the  water  to  necome  fisdiable  and 
swimmable  by  1983. 

And  I  know  that  erosiwi  is  playing  a  big  part  or  will  play  a  big  part 
in  being  able  to  accomplish  that  208  plan. 

And  since  the  EPA  is  wanting  that  water  cleaned  upj  and  the  great 
American  public  is  wanting  t^e  water  cleaned  up,  and  smce  we  proba- 
bly won't  get  the  necessary  appropriations  to  accomodate  agriculture 
with  what  it  takes  to  stop  the  erosi<m,  I  would  like  to  propose  a  plan 
where  the  EPA  appropriates  the  money  and  let's  the  ACP  put  the 
pn^^ram  in  practice. 

^id  it  is  something  to  the  effect  that  the  first  problem  is  the  farmer 
cant  afford  to  take  it  out  without  some  kind  of  mceutive  payments. 

And  if  the  farmer  received  an  ACP  payment  which  would  make  that 
land  more  nearlv  on  a  net  income  basis  what  he  grows  in  row  crop,  I 
think  this  would  be  the  necessary  enticem«it  for  him  to  take  that  land 
out  of  row  crop  and  stop  it  from  washing  away,  and  stop  polluting 
the  water,  and  all  of  those  kinds  of  things. 

I  try  very  hard  to  stay  away  from  another  a8i}ect  of  that,  because 
that  sounds  very  much  like  a  selfish  interest,  but  if  we  had  this  kind 
of  a  program  in  effect,  it  would  also  take  a  lot  of  the  hillsides  out  of 
row  crop  and  make  the  land  that  is  more  suitable  for  intensive  tilling 
more  profitable. 

And,  with  that,  I  think  I'd  better  stop,  before  I  get  over  my  time. 

Thank  you  very  much  for  the  opportunity  to  come  here  and  present 
our  viewpointa 

Mr.  JoNXs  of  Tennessee,  Thank  you  very  much,  Mr.  Dodd,  that  was 
a  0ood  statement. 

1  most  admit  that  I  am  greatly  concerned  with  the  problem  that  you 
ure  fAlltJTig  about,  as  well  as  our  entire  subcommittee  is. 

We  wiir^p  down  to  Mr.  Byron  Jones  of  Saybrook,  HI.,  for  his 
testimony. 

SIATEHENT  OF  BTBON  £.  70KES,  8T0CKH0LDEB  AKD  XXKBEIl  OB 
BLOOUHOTOH  PROSUCTIOH  CREDIT  ASSOdATIOH,  BLOOMHa- 
TOn,  ILL. 

Mr.  Btbon  Jones.  Thank  you,  Mr.  Chairman,  Mr.  M^ig^n, 

I  will  try  to  summarize  my  written  statement. 

I  am  a  member  and  stocUiolder  of  Bloomington  Production  Credit 
Association  of  the  Sixth  Farm  Credit  District. 

Our  local  association,  on  August  29,  had  $50  million  of  outstanding 
loan  volume. 

I  appreciate  the  opportunity  to  present  my  views  on  HJL  4782. 

My  primary  concern  is  to  mamtain  the  financial  strength  of  the 
agricultural  community. 

We  have  a  very  viable  agricultural  environmoit  that  is  changing 
in  the  growth  of  our  export  marteta 
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We  also  are  making  Eizable  inputs  of  imported  fuel. 

Our  illation  and  price  levels  since  1971,  when  the  most  recent 
Fana  Credit  Act  was  passed,  has  changed  drastically,  as  have  the 
estate  and  inheritance  tax  laws. 

As  a  result,  our  thought  is  that  it  is  necessary  that  we  do  upgrade 
the  necessary  rules  and  regulations  for  the  Farm  Credit  System. 

One  of  those  situations  is,  to  serve  the  world  markets  we  must  allow 
the  banks  of  cooperatives  to  use  the  necessary  machinery  necessary 
to  serve  farmers  and  get  those  products  into  the  world  market. 

ITie  second  factor  is  that  Federal  land  banks  and  PCA's  be  al- 
lowed to  finance  the  processing  and  marketing  activities  within  the 
communities,  so  that  we  can  get  the  products  closer  to  the  consumer. 

One  of  your  primary  objectives  is  to  satisfy  the  consumer  with 
the  best  product  at  the  cheapest  possible  cost,  and  if  we  could  do  this 
processing  and  marketing  doser  to  home,  we  can  get  that  job  done 
with  less  transportation  cost  and  probably  at  a  lower  latwr  cost, 
and  get  these  products  cm  the  market. 

We  need  to  provide  many  of  the  families  of  farmers,  such  as  possibly 
my  son  or  daughter,  with  the  opportunity  to  do  this  processing  close 
to  home,  "niis,  essentially,  promotes  the  family  involvement  within 
agriculture,  which  I  am  sure  you  are  interested  in. 

The  85  percent  limit  on  Federal  land  banks  is  excellent.  I  realize 
that  some  farmers,  especially  in  disaster  areas,  may  have  to  go  above 
that  and  need  the  FmHA  or  the  Small  Business  Administration  to 
support  them  in  the  form  of  ^arantees  in  order  to  continue  to  operate. 

Many  young  farmers,  this  is  the  only  way  they  can  get  started 
farming. 

However,  let's  also  make  sure  that  local  management  of  Federal 
land  bank  and  production  credit  maintain  a  good  sound  strong  system. 

We  need  a  local  cash  flow  in  normal  terms  to  maintain  a  local  com- 
munity with  financial  strength. 

Of  course,  the  Farm  Credit  Administration  has  to  update  its  per- 
sonnel policies  in  order  to  have  good  people  work  with  it. 

PCA's  and  Federal  land  banks  perform  a  number  of  other  services 
for  their  members,  and,  as  I  view  this,  this  is  for  the  total  financial 
strength  of  their  system ;  namely,  to  keep  better  records  and  to  pro- 
vide certain  insurance  services  so  that  their  borrowers  can  maintain 
their  businesses. 

In  the  case  of  some  young  farmers  or  in  the  case  of  some  older  farm- 
ers who  might  be  in  a  serious  position  due  to  drought  or  hail  over  2 
or  3  years,  their  views  and  possibly  their  sight  is  somewhat  narrowed, 
so  that  they  need  the  advice  and  the  counseling  of  their  lending  agent, 
who  is  probably  the  most  well-informed  person  that  can  give  this 
advice  or  service  to  them. 

The  Farm  Credit  System  strength  most  needs  to  serve  an  expanding 
situation  within  our  business. 

Our  needs  have  grown  very  fast  with  inflation,  as  well  as  with  the 
changing  inheritance  and  estate  tax  laws. 

Personally,  our  local  bank  system  cannot  serve  my  needs.  And, 
again,  my  primary  concern  comes  in  financial  strength  of  the  agricul- 
tural community. 
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I  wish  to  have  the  money  markets  of  the  United  States  open  to 
my  usage  so  that  I  can  stay  in  business  with  relatively  low  cost  capital, 
and  have  volume  to  continue  in  business. 

Thank  you. 

[The  prepared  statement  of  Mr.  Byron  Jones  follows :  J 


Mr  Chairman,  my  name  la  Byron  Jones.  I  am  a  stockholder  and  member  ot 
the  BloomlnKton  Production  Credit  Association  wblch  Is  a  portion  ct  tbe  Sixth 
Farm  Credit  District  of  the  Farm  Credit  Sjstem.  Uy  local  assocUdon  had 
$60,000,000,  of  ouutandlng  loan  volume  on  Augast  20,  1979.  I  appreciate  this 
opportunity  to  present  my  views  concerning  H.E.  4782,  the  Farm  Credit  Act  of 
1979. 

PrimAr^  concerns  of  these  amendments  staDold  be  to  maintain  tbe  llns Uriel 
strmigth  of  the  agricultnral  commnnltj.  Many  changes  have  occurred  In  tbe  asri- 
cultural  environment  which  Include  ma]or  growth  of  world  markets  for  oor 
ag  products,  sizable  Imports  of  farm  Inputs  especially  fuel,  tremendous  InflaUcHi 
In  values  of  farm  assets  especially  real  estate,  and  major  changes  In  Inherltenee 
and  estate  tax  laws  pertalnlcg  to  the  transfer  of  farms  from  one  geoeraUon 
to  the  next.  All  of  these  realities  require  the  Farm  Crenllt  System  to  update  It's 
set  of  working  rules  and  relationships.  The  Bank  of  Coopentivee  should  be 
allowed  to  service  the  expanding  foreign  trade.  It  should  be  allowed  to  make 
deposits  in  foreign  banks,  receive  and  hold  credit  balances  from  benke  end 
borrowers,  buy  and  sell  bankers  acceptances,  purchase  time  drafts  peyeUe  by 
foreign  buyers  of  agricultural  products  and  engage  In  currency  exdiange.  Since 
President  Nixon  took  us  olT  the  gold  standard,  these  changes  hsve  been  needed 
as  our  ag  products  have  become  in  essence  a  world  barter  commodity. 

Along  the  same  trend  of  thinking,  Federal  land  Banks  and  Prodnctton 
Credit  Association  should  be  permitted  to  finance  Processing  and  MarfeetiBs 
activities  to  a  greater  degree.  Many  processing  and  marketing  eervlcee  can  be- 
come more  efficient  If  performed  on  a  larger  scale  than  many  small  nnlts. 
Agriculture  production  per  man  has  made  great  strides  daring  my  19  years  of 
farming.  Tbe  next  decade  will  see  even  more  radical  changes  as  we  nee  new 
energy  sources  and  production  technology.  Please  allow  us  the  floanclal  etrsngth 
to  process  and  move  our  products  Into  the  consumer  market  as  elllclMitIr  u 
possthle. 

The  8S-percent  lending  limitation  on  Federal  Land  Banks  Is  ezcdlent  and 
should  be  only  exceeded  as  a  means  of  disaster  support  and  when  guarantees 
could  he  extended  by  Farmers  House  Administration  or  the  Small  Hnsinese 
Administration.  The  financial  strength  of  an  entire  community  Is  beet  eerred 
when  cash  flows  are  promoted  to  revolve  during  normal  time  sequcsices.  Thn% 
drought  or  floods  to  an  area  over  prolonged  periods  must  be  supported  by  a 
larger  area  of  finances. 

However,  without  FHA  guarantees,  many  good  farmers  coold  be  idoeed  ont  dni^ 
Ing  prolonged  periods  of  disaster.  Some  young  fanners  have  started  In  the  past  In 
this  manner.  Their  road  has  not  been  easy,  but  I  am  sure  tbat  ther  leaned 
their  flnanclal  lesson  well. 

The  Farm  Credit  Administration  ahonld  be  allowed  to  update  Its  pollda  in 
regard  to  employee  salaries,  dasslfl cations  and  quallflcatlons  In  order  to  i«taln 
nnil  attrnct  cood  personnel. 

The  P.C.A.'B  and  r.L.B.'8  shonld  be  allowed  to  perform  serrices  that  may 
render  their  members  more  credit  strength.  Many  young  borrower's  bare  not 
bad  the  experience  to  recognise  the  probability  of  risk  loss  due  to  hall,  accident, 
or  death.  Some  elder  members  need  the  advice  and  nse  of  better  recorda.  Insnr- 
ance  and  record  services  need  to  be  ntlUsed  and  promoted  Mierv  tlten  are 
deflrlenrles.  Independent  salesmen  are  not  aware  of  the  hnnlncrrnien'n  or  t%wm- 
er's  flnanclal  management,  but  his  banker  must  be  and  can  be  a  tmAed  adrtsor 
In  areas  of  risk  insurance.  Most  of  these  services  can  be  contracted  from  otbar 
large  companies.  In  most  cases  the  lending  agent  Is  pnAaUj  the  beet  adrleor. 
In  periods  of  atress,  many  fsrmers  have  narrow  vision  and  need  Oie  beM  advka 
available. 
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My  farm  raises  5,000  hogs,  200,000  bushels  of  com,  and  12,000  bn^wls  of  soy- 
beans. Mr  local  banks  cannot  serve  my  Bnanclal  needs  dne  to  tbelr  Inadequate 
size.  Thus  my  concern  for  a  sound  Farm  Credit  System  which  Is  allowed  to  func- 
tion during  the  changes  of  lie  neit  decade. 

In  Bummacy,  my  desire  iB  that  the  amendments  be  adopted  In  order  to  main- 
tain  fiscal  strength  In  the  agricultural  community.  The  Farm  Credit  System 
needs  to  be  able  to  serve  the  expanding  agriculture  needs  and  continue  as  a 
capable  advisor. 

Mr.  Cbalnnan,  thank  yon  for  aUowing  me  to  present  my  views  before  yooi 
subcommittee. 

Mr.  JoNza  of  Tennessee.  Thaak  you  very  much,  Mr.  Jones. 

Would  you  hold  for  just  a  moment?  Mr.  Madigan  has  a  question 
to  ask  you. 

Mr.  Madiqan.  Byron,  one  of  the  criticisms  of  all  of  this  is  that  the 
PCA's,  according  to  some  farmers,  are  not  doing  as  good  a  job  serv- 
icing individual  farmers  as  once  was  the  case.  I  have  heard  that  and 
Air.  Jones  has  heard  that. 

That  seems  to  be  a  geographic  thing,  and  the  complaint  arises  more 
in  some  places  than  it  does  in  other  places. 

But,  if  we  expand  the  authority  of  the  farm  credit  system  to  get 
into  marketing  and  processing,  to  get  into  financing  of  overseas  s^es, 
to  do  these  ditferent  kinds  of  things,  doesn't  that  suggest  to  you  the 
possibility  that  their  interests  willbe  broadened  so  much  tiiat  their 
service  to  the  individual  farmer  might  be  sacrificed  by  all  of  that! 

Mr.  Bykon  Jones.  No;  this  doesn't  bother  me  at  all. 

From  two  methods  of  thought,  that  is  true.  One,  somebody  is  going 
to  finance  these  activities. 

Presently  speaking,  the  larger  banks  are  financing  a  very  good  ex- 
pert system,  yes. 

But,  in  McLean  County  alone,  one  of  our  former  State  directors 
of  agriculture  tried  to  get  together  a  group  of  McLean  County  farm- 
ers, of  which  I  was  a  member,  to  form  a  cooperative  export  McLean 
County  group. 

Our  downfall  came  that  in  order  to  finance  our  export  business,  we 
had  to  put  up  our  land  as  collateral. 

This  is  not  necessarily  true  within  the  normal  way  of  doing  business 
in  order  to  get  those  products  from  McLean  County  into  IJie  world 
market  system. 

Most  of  us  were  not  willing  to  sacrifice  our  production  collateral 
or  our  long-term  collateral  in  order  to  gain  a  few  cents  more  per  bushel 
or  the  freedom  to  market  that  to  a  specialty  product  outlet. 

Mr.  Madioan.  Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Jones.  If  we 
liave  time,  I  have  a  question  too  that  I  would  like  to  direct  to  you,  but 
I  going  to  pass  for  the  moment  and  ask  that  Delmar  Builta  of 
Bellflower,  111.  be  heard. 

STATEMEKT  OP  TELMAB  BUILTA,  McLEAM  COimTY  SEBVICE  CO. 

Mr.  Builta.  Mr.  Chairman  and  members  of  the  subcommittee,  my 
name  is  Delmar  Builta. 

I  operate  a  farm  in  the  Bellflower  area  m  southwestern  McLean 
County. 
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I  currently  am  serving  as  president  of  the  board  of  directors  of 
McLean  County  Service  Co.,  a  farm  supply  and  grain  elevator  co- 
operative with  service  and  storage  facilities  throughout  the  coiUL^. 
I  am  going  to  highlight  portions  of  my  testimony. 
McL^  <>unty  has  some  of  the  best  farmland  m  the  State.  Millions 
of  bushels  of  com  and  soybeans,  as  well  as  cats  and  wheat  are  pro- 
duced here. 

Hke  grain  merchandising  volume  of  McLean  County  Service  Co. 
alone  lua  averaged  w^  over  6  million  bushels  yearly  in  the  past  3 
year& 

There  is  no  doubt  that  farmers  are  vitally  interested  in  what  ha^ 
pens  to  the  grain  after  it  leaves  an  individual  farm,  and  even  after  it 
leaves  their  local  and  their  regional  cooperative. 

When  it  comes  to  market,  one  aspect  that  farmers  are  reading  about 
and  talking  about  more  than  any  other  is  the  area  of  export  sales. 

Farmers  also  are  very  much  aware  of  the  limited  percentage  of  direct 
export  sales  at  their  cooperatives  now  and  they  are  urging  the  cooper- 
atives to  become  more  active  in  pursuing  export  markets. 

They  believe  strong  export  sales  represent  a  means  of  increaang 
their  returns. 

It  is  for  this  reason  that  I  am  here  today.  I  am  familiar  with  the 
basic  provisiwis  of  the  Farm  Credit  Act  amendments  of  1979  or  HJl. 
4782. 

We  feel  the  le^lation  has  considerable  merit  and  are  supportive  of 
it,  but  we  ate  particularly  interested  in  those  provisions  dealing  with 
the  financing  of  exports  by  the  Banks  for  Cooperatives. 

We  do  believe  that  the  legislation's  passage  will  be  further  stimulus 
for  sales. 

The  Bank  for  Cooperatives  in  St,  Louis  is  the  primary  lender  for 
McLean  County,  for  Illinois  Qrain  Co.,  and  also  for  Agn-Trans,  the 
regional  barge  line  that  transports  grain  from  the  midwest  to  the  Gulf 
of  Mexico. 

In  the  cooperative  in  which  I  am  involved,  we  rely  heavily  on  the 
financial  advice  and  counsel  of  the  Bank  for  Cooperatives.  We  are 
close  to  them,  and  they  to  us. 

The  close  working  relationship  between  banks  of  the  BC  system 
would  itself  be  of  major  benefit  to  cooperatives  in  the  bu^ess  of  for- 
eign trade,  since  a  pool  of  knowledge  and  information  would  be  avail- 
able between  banks  and,  therefore,  available  to  cooperative  users. 
I  have  read  recently  that  there  are  objections  to  the  Banks  for  Co- 
operatives getting  into  the  export  financing  business. 

Among  other  things,  it  has  been  said  tnat  the  request  repreaente  a 
whole  new  area  of  artivity  for  the  Bnnks  for  Cooperatives,  an  area 
that  is  risky  and  technical  and  far  afield  from  the  or^nal  thrust  of 
farm  credit  activities. 

Mr.  Chairrnan,  I  agree  with  all  of  these  observations,  but  for  reasons 
that  arc  positive  rather  than  negative  in  nature. 

Yes.  export  financing  is  a  new  area  for  the  Banks  for  Cooperatives. 
But  it  seems  to  me  it  is  in  an  area  in  which  most  farmers  want  the 
primary  lender  to  their  cooperative  onninizations  to  be  involved  as  a 
further  means  of  helping  farmers  help  themseU-es. 

Yes,  exports  sales  is  a  technical  area  that  involves  risks.  All  the  mote 
reason,  in  my  judgment,  why  cooperatives  need  and  want  the  services 
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and  counsel  of  the  financial  institution  that  knows  them  best,  their 
own  Banks  for  Cooperatives. 

And,  yes,  export  financing  obviously  wasn't  considered  a  necessary 
service  when  the  Banks  for  Cooperatives  were  formed. 

So,  from  that  standpoint,  it  is  an  area  that  could  be  described  as  far 
afield  from  the  original  thrust  of  farm  credit  legislation. 

But  then  U.S.  agriculture  today  is  a  far  cry  from  what  it  was  50 
years  ago  too. 

And  I,  for  one,  am  glad  that  our  cooperative  farm  credit  hanks  have 
been  able  to  change,  either  routinely  or  through  actions  of  Congress, 
to  keep  pace  with  this  industry  of  ours. 

Fanners,  and  apparently  many  other  people  both  within  and  out- 
side of  agriculture,  are  convinced  of  the  potential  benefits  of  expanded 
exports  in  the  future. 

And  farmers  want  to  make  sure  that  they  have  the  services  available 
through  their  own  organizations  to  turn  tnis  potential  into  reality. 

As  long  as  agriculture  is  subject  to  change,  the  institutions  that  serve 
it,  are  going  to  have  to  change  or  face  the  prospect  of  withering  on  the 
vine. 

Mr.  Chairman,  I  would  like  to  m^  this  subcommittee's  approval  of 
H.B.  4782,  to  make  sure  our  farm  credit  institutions  can  continue  to 
serve  the  new  and  expanding  needs  of  agriculture  just  as  they  have 
served  agriculture  so  effectively  in  the  past. 

Thank  you. 

[The  prepared  statement  of  Mr.  Builta  follows :] 

Pbepabed  Statement  op  Deluab  Builta,  McLean  Cotjnty  Service  Ca 

Mr.  Cbainnan  and  membera  (A.  the  Subcotnmittee,  m;  name  is  Delmar  Builta. 
I  operate  a  farm  in  the  Bellflower  area  In  smitbeostem  McLean  Countr.  I  cnr- 
reutl;  am  serving  as  presideat  of  Xhe  board  at  directors  of  McLeaD  Couaty  Serv- 
ice Co.,  a  farm  supply  and  grain  elevator  cooperative,  with  service  and  storage 
facilities  located  througbout  the  county. 

In  addition,  I  serve  as  vice  preeident  of  the  board  of  directors  of  FS  Services, 
Inc.,  a  regional  farm  supply  c<N>perative  with  wbioh  oof  local  Is  affiliated,  and 
I  am  on  the  board  of  the  lUlnois  Grain  Co.,  a  regional  grain  marketing  coopera- 
tive. Thus,  while  I  am  speaking  bere  today  on  behalf  of  McLean  Couiaty  Service 
Co.,  my  service  on  the  boards  of  these  oUier  organlzatloiia  has  broadened  my 
practical  experience  in  the  workings  of  tbe  cooperatives  that  I  and  my  fellow 
farmers  own.  My  outlook  on  what  we  as  farmers  face  In  the  future,  and  tbe 
services  we  will  need  from  our  cooperatlTC  organizations  to  keep  our  farming 
operajtlm  economically  healthy  also  has  been  shaped  by  tbis  involvemmt 

McLean  County  has  some  of  the  best  farmland  in  the  state.  Millions  of  bushels 
of  corn  and  Boybeame.  ae  well  as  oats  and  wlieat  are  produced  here.  The  grain 
merchandising  voliune  of  McLean  County  Service  Co.  aloce  has  averaged  well 
over  ^x  million  bushels  yearly  In  tiie  iiast  tbree  years. 

Our  cooperative's  grain  volume  Is  marketed  largely  tbrovgh  Illinois  Grain  Co. 
whose  yearly  volume  Is  In  tbe  300  million  bushel  range. 

It  baa  been  aeld  In  the  past  tiia/t  farmers  generally  are  very  productloo- 
oriented  but  not  really  very  market-conscious.  Tbe  view  was  that  wblle  farmers 
were  quick  ti>  adopt  new  production  technology  to  gain  those  additional  units  of 
output,  marketing  consideraticais  and  investments  were  slighted. 

I  can't  say  today  that  this  situation  bas  been  turned  completely  around,  but 
tilings  certainly  have  changed  considerably.  Tbe  explanation  for  these  idMiiges 
In  emphasis  and  outlook  Is  easy  and  uncomplicated.  Farmers  realise  that  pro- 
duetion  bt  Just  one  part  of  the  bn^nese  equatloD.  To  Increase  their  retnms  on 
their  ever-growing  investments  In  land,  equipment  and  ma<4ilnery,  attention  also 
must  be  given  to  marketing,  ^sed  on  contacts  with  farmers  In  my  home  county 
and  those  In  otBer  parts  of  the  state,  there's  no  doubt  that  fanners  are  vitally 
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interested  In  irtiat  liappens  to  tbeir  grain  after  It  leaves  their  indivldaal  Itiinm 
and  even  after  It  leaves  tbelr  local  and  tiielr  regional  cooperative.  AAd  tbey  bmrt 
followed  up  on  that  Interest  witii  InvestmNits  in  fadUtlea  and  organlsatloiMU  ma.- 
cliiner7  to  get  the  marketing  Job  done.  We  haven't  achieved  all  our  goala  In  tbls 
area  ;et  hut  we've  come  a  long  war  In  tJie  past  Qve  to  ten  years.  And  It's  my 
Judgment  tbat  farmerB  generally  are  determined  to  do  for  themselvea  aa  efleo- 
lively  In  marketing  an  the?  have  done  for  tbemselves  in  providing  for  Tarlons 
BOnrcea  for  Bapplles. 

When  it  comes  to  marketing,  there's  one  aspect  that  farmers  are  reading  aboat 
and  talking  about  more  than  any  other,  and  that  Is  the  area  of  export  aalea. 

Farmers  see  ccvksideraltie  potential  botb  la  expanding  export  Bales  geim^Ilj 
and  in  Increasing  tJielr  own  i^ece  of  the  export  sales  action.  Obviooalj,  cr«ater 
U.S.  export  sales  are  needed  to  offset  our  nation's  pnrduues  o(  overaeaa  fooda, 
partioularlf  petroleum.  And  farmers  are  very  mncb  aware  of  tlie  role  tbat  asri- 
cultnral  sales  have  played  and  are  expected  to  play  In  tbU  regard. 

Farmers  also  are  very  mncti  aware  of  tbe  limited  percentage  of  direct  export 
sales  that  tiieir  cooperatives  now  have.  Farmers  are  urging  their  oooperatlTM  to 
become  more  active  In  pursuing  export  markets,  l^ey  believe  strong  tluit 
export  sales  repreeeot  a  means  of  increaslag  thetr  returns. 

Various  Qgures  I  hare  seen,  point  out  that  direct  exports  of  grain  by  c(K 
operatives  account  for  less  tlmn  10  percent  of  all  export  grain  saUs.  BlDoe 
cooperatives  nnquestionably  have  the  ability  to  handle  grain  as  it  mores  off 
the  farm,  and  have  increased  their  capabilities  to  marlcet  It  through  regional 
cooperatives  and  move  It  to  export  locations,  farmer  co<4)eratlves  In  this  coontry 
should  be  In  the  position  of  taking  a  more  active  role'  in  export  ssles  In  the 
years  ahead.  We  feel  we  have  some  catctiinK  up  to  do  with  cooperatives  in  many 
other  conatrles  la  this  area  ot  activity.  And  based  on  some  world-wide  trade 
meetings  and  dlscuBsioos  dnrlng  the  past  year  or  so,  which  we  have  read  aliotit, 
we  believe  there  are  Foreign  buyers,  including  cooperatives,  ttMt  want  to  do 
business  with  U.S.  cooperatives. 

It's  for  this  reason  that  I  am  here  today.  I  am  familiar  with  the  t>aslc  pro- 
visions of  the  F^rm  Credit  Act  Amendments  of  1B7&  or  HB  4782.  We  teti  the 
legislation  has  eooslderable  merit  and  are  supportive  of  it,  but  we  are  par- 
tlculariy  Interested  in  those  provisions  dealing  with  the  financing  of  export*  by 
the  Banks  for  Cooperatives. 

Now,  it's  true  that  our  local  cooperative  Is  not  going  to  start  Its  own  acttre 
direct  export  sales  efTort  as  a  result  of  this  legislation  being  passed.  We  feel  onr 
own  regional  and  inter- regional  organizations  can  handle  this  activity  on  a  m(K« 
efficient  and  coordinated  basis.  But  we  do  believe  that  the  leglssltlon's  paasago 
will  be  a  further  stimulus  and  tnducMnent  for  export  sales,  Indndlng  thoM  for 
gialn.  And  to  the  extent  thst  cooperstlve  export  sales  are  encouraged,  (annen 
In  HcLean  County  are  going  to  beneQt  because  of  our  involvMuent  and  Inveat- 
ments  In  UUnols  Grain  and  in  Farmers  Export  Co.,  of  whidi  lUlnola  Grain  Is 
part  owner. 

The  Bank  for  Cooperatives  In  St.  Louie  Is  the  primsry  lender  fbr  HcLean 
County,  for  Illinois  Grain  Comiiany  and  also  for  Agri-Trans,  the  raglooal  baiie 
line  that  transport  grain  from  the  Midwest  to  the  Oulf  of  Uexica  In  other  parte 
of  tbe  country,  Bsnks  for  Cooperatives  fill  a  similar  need  for  most  other  co- 
operatives, i'et  when  it  comes  to  handling  the  financing  of  exports,  cooperatlTM 
sre  unsble  to  use  the  services  of  their  primary  lender  ...  the  Banks  for  Oo- 
operattves  that  these  cooperatives  own,  and  which  know  the  cooperattvea  and 
their  operations  better  than  any  other  financial  Institution. 

In  the  cooperatives  in  which  I'm  Invtrived.  we  rriy  heavily  on  the  flnandal 
advice  and  conoael  of  the  Bank  for  Cooperatives.  We  are  close  to  them  and  thw 

I'm  not  a  flnandal  expert  and  certainly  am  not  familiar  with  all  the  tedmlenl 
flnandal  details  Involved  In  foreign  trade.  Few  farmera  are,  but  if  this  Uiid 
of  expertise  were  available  from  the  Banks  for  CooperaUvea,  I'm  coBTlncM! 
more  co<^)eratlve*  would  be  Involved  In  export  sales  and  that  bnnera.  as  mil 
as  tbe  nation  as  a  whole,  would  benefit 

Hie  close  working  relatloojAlp  between  Banks  of  the  BC  system  would  ItaeU 
be  a  major  bneflt  to  cooperaUves  in  the  business  of  foreign  trade  since  a  pool  at 
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knowledge  and  Infonuatlon  would  be  availaUe  between  Banke  and,  therefore, 
available  to  cooperative  users. 

I've  read  recently  that  there  are  objections  to  the  Banks  for  Oooperatlres  get- 
ting into  tbe  export  financing  business.  Ain<»ig  other  things,  It  has  been  said 
that  the  request  r^res^its  a  whole  new  am  of  activity  tor  tbe  Banks  for  Go- 
operatives,  an  area  that's  riskr  and  technical  and  far  afield  from  the  original 
thrust  of  Farm  Credit  aMlvitiee.  Mr.  Chairman,  1  agree  with  all  those  observa* 
tlons.  but  for  reaMRS  that  are  positive  rather  than  negative  in  nature. 

Tes.  export  financing  Is  a  new  area  for  the  Banks  for  Cooperatives.  Bat  It 
seems  to  me  It's  an  area  in  which  most  fanners  want  tbe  primary  lender  to  their 
cooperative  organizations  to  be  Involved  as  a  fnrtlier  means  of  helping  farmers 
belp  themselves. 

Yes,  export  sales  la  a  technical  area  tliat  involves  risk.  All  the  mote  reason,  in 
my  Judgment,  why  cooperatives  need  and  want  the  services  and  counsel  of  (he 
financial  Institution  that  know  them  best .  .  .  their  own  Banks  for  Cooperatives. 

And,  yes,  export  financing  obviously  wasn't  considered  a  necessary  service 
when  the  Banks  for  Cooperatives  were  formed.  So,  from  that  Standpoint,  It  Is  an 
area  that  could  be  described  as  far  afield  from  the  original  thrust  of  Farm  Credit 
legislation.  But  then  U.S.  agriculture  today  is  a  far  cry  from  what  it  was  50  years 
ago,  too.  And  I  for  one  am  glad  that  our  cooperative  Farm  Credit  Banks  have 
been  able  to  change,  dther  routinely  or  through  actions  of  Congress,  to  keep  pace 
with  this  industry  of  ours.  Farmera,  and  apparently  many  other  peo[de  both 
within  and  outside  of  agriculture,  are  convinced  of  tbe  potential  benefits  of 
expanded  exports  in  the  future.  And  farmers  want  to  make  sure  they  have  the 
services  available  through  Qidi  own  organisations  to  turn  this  potential  Into 

As  long  as  agriculture  is  subject  to  change,  the  Institutions  that  serve  it  are 
going  to  hare  to  change  or  face  the  prospect  of  withering  on  the  vine. 

Mr.  Chairman,  I  would  like  to  urge  this  8ul>commit tee's  approval  of  H.R.  4782 
to  make  sure  our  Farm  Credit  institutions  can  continue  to  serve  the  new  and 
expanding  needs  of  agriculture.  Just  as  they  have  served  agriculture  so  effectively 
in  tbe  pasL 

Mr.  .Tones  of  Tennessee.  Thank  you  very  much,  Mr.  Builta. 

We  appreciate  the  time  that  you  have  taken  to  be  here  with  us. 

Kow,  Mr.  Vincent  Kukhle  of  Lucky  Farms  in  Woodville,  Ohio. 

STATEMEUT  07  VINCENT  C.  EAHLE,  LUCET  FABMEBS  INC. 

Mr.  Kahle.  Mr.  Chairman,  members  of  the  subconunittee,  I  am 
Vincent  Kahle,  general  manager  of  Lucky  Farmers  Inc.,  a  position 
I  have  held  for  over  30  years. 

Lucky  Farmers  Inc.  was  originally  located  at  Lucky,  Ohio,  and  is 
presently  headquartered  at  Woodville,  Ohio,  having  nine  elevators 
serving  areas  in  three  Ohio  counties  and  over  5,000  farm  families  and 
other  rural  residents. 

Lucky  Farmers  Inc.  is  a  stockholder  of  the  Louisville  Bank  for 
Cooperatives,  which  bank  has  been  our  banker  since  1950. 

Lucky  Farmers  Inc.  is  also  a  member  of  Ohio  Farmers  Inc.,  Fostoria, 
Ohio,  a  regional  grain  market  cooperative  serving  112  farmer  coopera- 
tives which,  in  turn,  serves  over  50,000  farmer  members. 

Oliio  Farmers  Grain  Corp.  is  a  member  of  Midstates  Terminal, 
Toledo,  Ohio,  which  is  owned  by  three  regional  cooperatives  operating 
in  Indiana,  Ohio,  and  Michigan.  .     .  ,      * 

Midstates  terminals  markets  apitroxunately  66  million  bushels  of 
grain  annually  with  the  major  portion  moved  into  the  export  market. 

It  is  indeed  a  pleasure  for  me  to  have  the  opportunity  to  present 
testimony  in  support  of  H.R.  4782. 
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It  is  my  sincere  belief  that  the  proposed  Farm  Credit  Act  Amend- 
ment of  1979  is  in  the  best  interest  of  the  farm  families  which  are 
served  by  the  cooperatives  with  which  Lucky  Farmers  !bic.  is 
identified. 

I  would  especially  voice  strong  personal  support  of  the  proposed 
amendment  which  would  allow  the  banks  for  cooperatives  to  provide 
financing  and  other  related  services  to  facilitate  more  efficient  and 
effective  exports  of  grain  by  agricultural  cooperativee. 

It  is  certainly  a  fact  that  an  increase  in  our  country's  share  of  the 
firain  export  market  is  of  substantial  benefit  to  our  national  interest. 
If  our  farm  families  can  sell  their  grain  to  a  cooperative  such  as 
Lucky  Fanners  Inc.  and  their  grain  is  exported  through  cooperative 
marketing  channels,  it  should  result  in  additional  net  income  for  them. 

I  know  that  grain  farmers  are  anxious  to  improve  the  marketing 
of  their  production  through  the  expansion  of  trade  in  the  world  mark- 
ets rather  than  to  be  forced  to  participate  in  Government  support 
programs  as  an  altenative. 

Inerefore,  the  proposed  amendent  should  help  improve  the  grain 
exports  and,  at  the  same  time,  benefit  the  American  farm  ftemily  with 
increased  income,  while  at  the  same  time  assisting  in  bringing  our 
national  burden  of  balance  of  payments  into  a  more  nvorable 
situation. 

As  we  consider  the  grain  farmer  selling  his  grain  through  his  coop- 
erative, it  is  not  at  all  unnatural  for  him  to  want  to  continue  to  be 
involved  with  the  final  disposition  of  that  grain,  whether  it  is  moving 
in  the  domestic  or  export  channel. 

Considering  the  local  cooperative  members*  attitude  and  deeire, 
our  grain  export  marketing  cooperatives  therefore  must  have  tlie 
ability  and  capacity  to  deliver  their  farmer  members'  production  to 
the  Ultimate  end  users. 

Under  the  present  circumstances,  they  oftentimes  must  withdraw 
from  the  final  marketing  process  and  turn  the  shipment  over  to  an 
exporter  who  will  deliver  and  collect  for  it  at  its  final  destination 
point. 

With  40  percent  of  the  U.S.  grain  farmers'  production  being  ini- 
tiailv  delivered  to  local  cooperatives,  it  seems  that  a  larger  percentage 
of  tnat  production  shoula  move  through  cooperatives  to  foreign 
market  destinations. 

Our  banks  for  cooperatives  have  done  an  excellent  job  of  financing 
a  cultural  cooperative  throughout  the  Nation  since  the  banks  were 
chartered  in  the  early  1900's. 

Since  financing  is  such  an  important  part  of  exporting  grain,  it  is 
extremely  important  that  the  banks  for  cooperatives  be  permitted, 
through  this  legislation,  to  fulfill  the  needs  oi  cooperatives  exporting 
grain  by  providing  the  financial  services  asRociatea  with  that  activity, 

I  know  of  no  financial  institution  doing  business  with  cooperatives 
that  is  better  qualified  to  provide  the  services  identified  in  H.R.  4783 
than  the  banks  for  cooperatives. 

Their  dependability,  and  also  because  of  their  many  yean  of  ex- 
perience as  lenders,  working  with  cooperatives,  and  particularly  those 
m  the  fields  of  agriculture,  makes  their  situaticm  unique  to  provide 
counsel  and  assistance  to  grain  marketing  cooperatives. 
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Relative  to  the  amendment  of  the  Fann  Credit  Act  of  1979  that 
deals  with  the  eligibility  requirements  of  borrowers,  I  would  urge 
Congress  to  consider  its  passage. 

As  a  stockholder  of  the  Louisville  Bank  for  Cooperatives,  I  believe 
that  it  has  provided  the  necessary  financing  for  its  member  borrowers 
on  a  sound  and  constructive  basis. 

Through  the  years,  the  bank  has  made  a  significant  contribution 
to  the  development  and  growth  of  numerous  cooperatives  in  the  fourth 
farm  credit  district. 

All  of  us  realize  that  there  has  been  a  trend  for  many  years  past, 
and  especially  so  in  highly  industrialized  areas,  that  more  and  more 
city  workers  are  moving  to  rural  America  to  live  and  raise  their 
families. 

It  is  our  experience  that  many  of  those  rural  nonfarm  families  come 
to  the  cooperative  to  buy  supplies  and  obtain  certain  essential  services. 

Due  to  the  continued  increase  in  the  number  of  nonfarm  families 
residing  in  rural  areas  it  is  becoming  more  difficult  for  local  coopera- 
tives to  meet  the  eligibility  rquirements  to  borrow  from  the  banks 
for  cooperatives. 

This  is  particularly  true  with  the  rural  electric  cooperatives. 

Many  of  the  older  farmers  who  have  been  long-term  members  of 
local  cooperatives  have  sold  their  farms  and  are  now  residing  in  or 
near  small  country  towns  or  villages  but  wish  to  continue  their  voting 
because  of  their  financial  and  personal  interest. 

These  members,  as  well  as  their  urban  counterparts,  although  their 
interest  may  be  intense,  make  little  or  no  contrioution  as  producers, 
and  consequently  make  qualification  standards  for  borrowing  most 
difficult  under  present  law. 

I  sincerely  believe  that  the  proposed  amendment  to  the  Farm  Credit 
Act  is  necessary  and  essential  and  in  the  best  interest  of  not  only  the 
farmers  and  rural  residents  of  our  country,  but  the  Nation  as  a  whole. 

Thank  you  very  much  for  the  opportunity  to  present  this  testimony 
in  support  of  H.E.  4782. 

Mr,  Jones  of  Tennessee.  Thank  you,  Mr.  Kahle,  that  was  a  very 
good  statement. 

We  appreciate  the  time  that  you  have  devoted  to  being  with  us 
today. 

Mr.  Bob  Hester,  the  director  of  the  Farm  Credit  Bank  of  Louisville 
is  next,  and  then,  following  Mr.  Hester,  will  be  Mr.  Jay  Skinner,  Dela- 
ware, Ohio. 

STATEHEKT  OF  KOBEBI  F.  HESTER,  SIBECTOB,  FABH  CBEDIT 
BASE  OF  LOUISVnXE 

Mr.  Hesteh.  Mr.  Chairman,  I  thank  you  for  this  opportunity,  and 
I  would  just  like  to  say  that,  in  addition  to  being  director  of  the. 
Fourth  Farm  Credit  System,  I  am  a  full-time  farmer,  and  I  also  have 
had  the  opportunity  to  serve  as  president  of  the  board  of  Landmark 
Inc.,  a  farm  supply  and  grain  cooperative  in  Ohio. 

I  have  been  involved  as  a  director  for  some  25  years  in  different 
cooperative  organizations,  and  I  am  both  a  director  and  a  user  of  the 
system. 
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Our  regional  co-op,  at  the  present  time,  serves  some  65  locals 
throughout  the  State  of  Ohio,  and  some  80,000  farm  members,  so  we 
do  have  quite  a  bit  of  input  in  Ohio. 

I  would  just  like  to  make  a  couple  of  points  here  in  my  testimony 
that  I  think  are  necessary,  that  farmers  do  need  this  type  of  leiris- 
lation.  ^ 

First,  as  was  mentioned  before,  the  grain  that  is  sold  to  the  co-ops 
amounts  to  some  40  to  50  percent,  with  only  10  pereent  of  it  being  sent 
to  the  foreign  markets. 

I  think  this  particular  percentage  has  to  be  increased. 

I  also  feel  that  the  banks  for  cooperatives  can  provide  a  dependable 
source  of  credit.  They  have  a  proven  track  record,  and  I  tMnk  that 
they  can  provide  the  technique  that  we  need  to  have  the  proper 
financing  for  export  facilities. 

I  would  also  like  to  relate  that  I  am  a  100-percent  user  of  the  farm 
supply  co-ops,  both  in  supply  and  in  the  farm  marketing  end.  This  is 
one  reason  that  I  feel  I  need  this  legislation  all  the  more. 

Our  regional  co-op  at  the  present  time  sends  100-car  trains  to  the 
east  coast,  and  we  have  just  completed  building  a  barge  loading  f  atulity 
on  the  Ohio  River. 

So,  when  you  take  these  two  things  into  consideration,  I  think  the 
only  thing  that  I,  as  a  farmer,  really  am  asking  for  is  the  opportunity 
to  take  it  one  step  further,  because  we  do  have  those  kinds  of  bcilities 
at  the  present  time. 

I  think  I,  as  a  farmer,  have  the  right  to  tap  the  profits  between  the 
farm  gate  and  the  ultimate  consumer,  and  I  feel  very  strraigly  about 
that.  And  that  is  the  reason  I  am  so  in  support  of  this  type  of  legiB- 
lation.  This  is  the  type  of  legislation  that  can  help  increase  our  profits. 

I  would  also  like  to  support  the  provisions  in  H.R.  4782  which  would 
change  the  eligibility  requirements  for  cooperatives  to  borrow  from  the 
bank  for  cooperatives. 

As  you  know,  in  rural  electrics,  at  the  present  time  they  have  to  have, 
maintain  70  percent  of  the  voting  rights  by  farmers.  Aiid  this  is  pre- 
senting problems,  because  they  do  have  to  serve  all  the  people  in  the 
area,  regardless  of  whether  they  are  farmers  or  not. 

And  this  does  present  a  problem,  maintaining  that  70  percent  eligi- 
bility. 

And  we  do  have  a  similar  situation  in  supply  and  marketing  co-ops. 
There  is,  at  the  present  time,  80  percent,  and  I  would  like  to  urge  that 
you  give  this  consideration. 

That  completes  the  summary  of  my  statement.  If  yon  have  any  ques- 
tions, I  would  certainly  attempt  to  answer  them  at  this  time. 

Thank  you. 

[The  prepared  statement  of  Mr.  Hester  follows;] 
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STATEMENT  OF  RTWERT  P.  HESTER 
GRAIN  FARMER 


DIRECTOR  OF  THE  LOUISVILLE  BAl«  FOR  COOPERATIVES 
FOURTH  FARM  CREDIT  DISTRICT 
OF  THE  FARM  CREDIT  STSTG* 

Mr.  Chatmum  and  tMmbart  of  tht  Subconnltta*  --  I  m  Robart  P.  ftattr 
from  Tranton,  Ohio.   I  am  a  full  tlma  fanner,  oparatinji  TOO  acrai , 
apeclallilnp  In  Che  production  of  com,  aorbeanB .  and  vheat.  Addl- 
ttonall;,  I  have  a  feeder  cattle  operation,  markaclnp  annroxlmately 
100  head  of  cattle  annuallr.  For  nany  yeara  I  have  haen  Involved  with 
agricultural  cooperatlvee ,  both  e*  a  iiaer  and  a  director,  Includlnii  the 
Farm  Credit  Syatan.   I  preaentlj  aerve  aa  Preddcnt  of  the  Board  of 
Sirectora  of  Landmark,  Inc.,  a  cooneratlva  baaed  In  Columbua,  Ohio. 
lAlch  la  a  fara  Biq>pl7  and  prain  narketln^  cooperative,  having 
65  local*  eerving  approximately  60,000  fermer*  In  the 

atace  of  Ohio.   I  alao  aerve  on  the  Board  of  Directors  of  the  Coooerative 
League  of  the  U.S.A.,  and  am  a  nwmbar  of  the  Board  of  DiractOTi  of  the 
Federal  Land  Bank  Aaaociacion  of  Eaton,  Ohio.  Other  opportunities  to 
serve  cooperativea  include  e  shereholder  represent at iva  on  the  board 
of  C.  F.    Industrie*,  Inc.,  Energy  Cooperetive  Inc.,  end  ea  a  trustee 
on  the  Ohio  Farm  Bureau  Board  of  Directors.   I  have  aervad  aa  a  nenber 
of  the  Executive  Coimiittee  of  the  American  Dairy  Association,  and 
Vice  President  of  the  Clncinnecl  Hilk  Sales  Association.   I  an  currently 
serving  on  the  Board  of  Dlractora  of  Che  Louisville  Bank  for  Cooncratlves 
as  an  elected  representative  of  the  Bank's  member  cooperatives. 

It  is  Indeed  a  pleasure  to  have  this  oneortunlty  to  present  testlmonv 
In  support  of  H.  R.  A7B2.  It  ts  ny  sincere  belief  that  It  Is  extremely 
importent  that  the  Farm  Credit  Act  Amendmenta  of  1979  be  enected  Into 
lav.  I  further  believe  thet  this  proposed  leslsletton  1«  In  the  best 
Interest  of  farmers,  the  agricultural  economy,  and  at  the  aame  time  in 
the  beat  interest  of  the  nation. 
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Included  In  Section  1.1  (a)  of  the  1?71  7ein  Credit  Act  "It  It  declared 
to  be  the  policy  of  the  ConKrco,  recofrnleinR  that  a  prooeroua,  produc- 
tive agrlcultuie  is  esseiitlal  to  a  free  nation  and  laco^izlnp  the  prow- 
Inf-  nead  for  credit  In  mral  areaa,  that  the  farmeT-otmed  coooeraclva 
Faim  Credit  Srstem  be  dealgned  to  accornlish  the  objective  of  Irnrovlnp 
the  Income  and  vell-belng  of  American  faraera  and  ranchers  by  furnlahlnp 
aound,  adequate,  and  constructive  cradlt  and  closely  related  aarvtcBs 
to  them,  their  cooperatives,  and  to  aelected  farm-related  buainesees 
necessary  for  efficient  farm  operations." 

Keeping  in  mind  Che  Intent  of  the  Farm  Credit  Act  of  1971,  I  would  direct 
ay  comments  In  support  of  the  proposed  amendment  in  Title  III  of  the 
I97I  Farm  Credit  Act  vhlch.  If  adontcd,  would  ocratt  the  Ranks  for 
Cooperatives  to  provide  flnanclnf  and  related  services  to  their  borrowing 
cooperative*  to  facilitate  Che  exporting  of  flrain  and  other  apricultural 
products.  By  maximlsinji  our  efforts  in  exportlnp  grain  and  othar  fam 
products  this  will  make  a  significant  contribution  to  our  nation'* 
balance  of  payments. 

Aa  a  farmer  and  a  board  member  of  a  borrowing  eooparetive,  I  recoimiia 
as  you  do  the  *t£niflcance  of  the  agricultural  exnort  narVat  which  1* 
certainly  important  to  both  the  fanner  and  t*  In  the  bast  Incereet  of 
the  nation. 

Parmars  acrosa  the  nation  have  apraad  for  a  lonp  time  that  their  eoooara- 
tives  need  and  ahould  take  a  more  active  and  direct  role  In  markatinr 
thalr  products  to  foreign  buyars .  We  are  all  too  wall  awara  that  anproxi- 
■acaly  40  to  SO  percent  of  the  famter't  praln  is  inltlallT  aold  to  hia 
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cooperative  while  only  10  percent  ot  lest  1»  sold  Co  foreign  huyera 
through  his  cooperative  narketlnf-  orpanlEaclon.   It  mokes  aenee  that 
once  the  farner  narlteta  bla  ^raln  to  a  cooperative,  he  would  exoect  hla 
cooperative  marketing  organization*  to  continue  to  nove  hla  preln 
through  cooperative  markettne  channel*  to  Its  final  deatlnatlon. 
Obviously,  this  should  rtsult  in  providinp  the  fanrar  the  opportunity 
to  maximize  his  net  farm  income.   It  ha*  been  established  that  Important 
criteria  in  merchandising  grain  to  foreign  buyers  Include  belnp  able  to 
provide  large  quantities  of  grain  of  acceptable  auality  and  being  able  to 
offer  financing  and  other  related  services  to  the  oersoectlve  foreign 
buyer.  Without  question,  cooperative*  can  provide  the  ouantlty  and 
quality  of  grain  demanded  by  the  foreign  buyers  and  can  serve  as  a 
dependable  source  of  grain.  However,  to  be  able  to  be  moit  competitive, 
cooperatives  need  support  In  the  way  of  financing  and  related  service* 
from  the  Banks  for  Cooperstlves.  The  Bank*  for  Cooperatives  heve  a 
proven  track  record  of  being  a  deoendable  source  cf  credit  for  their 
cooperative*.   In  addition,  the  Bonk*  for  Cocneratives  provide  ImiortanC 
counsel  and  guidance  much  to  the  benefit  of  the  cooperatives  and  their 
farmer  membera .   In  order  for  their  cooperatives  to  take  a  more  active 
and  direct  role  In  exporting  their  oroduct*  to  foreign  buyers,  the 
cooperaclvea  are  reoueating  chat  the  Banks  for  Cooperative*,  a*  their 
principal  lender,  support  this  effort  by  providing  flnsnclng  and  certain 
other  related  services  to  facilitate  their  exnortlno  effort. 

Consequently,  I  strongly  urge  that  Congress  act  favorably  in  their 
consideration  of  expanding  the  authorltv  of  the  Banka  for  Cooperatives 
to  provide  this  financing  and  related  services. 
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H«]it  I  would  like  to  indicate  my  tuppoit  of  the  pTopoB«d  provitlm  in 
H.  R.  bTBI  which  would  chanpe  Che  eligibility  rcqulrenwnCs  for  >  cooDcra- 
tlve  to  borrow  fron  the  Banks  for  Cooperatlvea .  Fresantl;,  rural  alactrlc 
cooperatives  and  other  utility  cooperatives  reauire  that  70  percent  of 
their  voting  riphts  be  maintained  by   farmers,  producers,  or  harv«ac*ri  of 
•ouatle  products  or  eligible  cooperative  aasoclatlons.  Supoly  and 
marketlnft  cooperatives  are  rsquirsd  under  existing  law  to  have  80  percent 
of  thsir  voting  rights  to  be  held  by  f snoers ,  producers  or  harvesters 
of  aquatic  products  or  cHrlbls  cooperative  assoclsCions.   Since  it  vaa 
the  Intent  of  the  1971  Fang  Credit  Act  that  the  Banks  for  Coopsratlvas 
provide  financing  and  related  service*  to  coooeratlvas  servlnp  arrteulCure 
and  other*  In  rural  America,  it  is  necessary  to  change  the  voting  r«ouira- 
Dant  a*  the  makeup  of  the  rural  population  changes,  providlnr  that  faraar 
control  1*  maintained.   For  the  past  fev;  years  the  Bank*  for  CooDcrativas 
have  been  providing  nnich  needed  alternate  sources  of  financing  for  rural 
slacCrlc  cooparaCivaB ,   It  la  becoming  Increasingly  difficult  for  rural 
electric  cooperatives  to  meet  or  maintain  their  eligibility  to  borrow 
from  the  Bank*  for  Cooperative*.   Thi*  i*  due  to  the  area  coverage  con- 
cept which  simply  means  that  the  rural  electric  cooperatives  ara  raauirad 
to  serve  anyone  living  within  their  territory  and  at  the  tuf*   tlpv  permit 
•11  thair  u*ari  tha  right  to  vote  in  the  affair*  of  their  rural  alactrlc 
cooperative*.  Aa  a  result,  tha  rural  alactrlc  coopatatives  have  no 
control  over  who  is  and  who  is  not  a  voting  member  of  their  orr>i>l(atiaD. 
Other  types  of  egriculture  cooperative*  Including  farm  supply  and  xarkat- 
ing  cooperative*  are  also  having  almilar  sliglbilltT  nroblans  bacauae 
of  tha  incraasad  nuibers  of  non-fsim  fantllle*  moving  to  rural  Aaarica. 
Thaaa  non-farm  famtlias  expect  to  ba  served  by  the  rural  electric 
cooperatives  a*  veil  a*  other  type*  of  cooperatives  providing  certain 
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•upplles,  such  a*  fertlllzar.  (Md.  and  chvnicalB  that  mav  be  used 
on  their  lawn,  pardena,  etc.   Conaequantly,  the  cooneratlves  do  h«va 
an  obligation  to  provide  goods  and  services  for  thaa*  parsons,  alchouidi 
many  times  It  does  create  problou  as  far  as  rialntalnlnp  ellFlblllty  to 
borrow  from  the  Banks  for  Cooperatives. 

It  is  liq>ortant  to  recognize  that  this  changa  In  eligibility  reaulre- 
ments  would  not  In  any  way  violate  the  orlnclple  of  fanner  control  and 
would  allow  the  Banks  for  Cooperatives  to  aarve  these  businesses  within 
the  intent  of  the  1971  FariD  Credit  Act.  Further,  each  board  of  directors 
of  the  Banks  for  Cooperatives  would  have  the  ootlon  of  aattlnp  higher 
eligibility  requirements  within  their  Farm  Credit  dlatrlct  if  appropriate. 

In  suinnary,  as  a  fanner,  I  purchase  tOO  percent  of  my  sunplles  through 
my  farmer  cooperative  and  market  100  percent  of  mr  livestock  and  grain 
through  my  local  and  regional  cooperative.  ^  regional  cooperetlva 
has  just  completed  a  barge  loading  facility  and  all  I'm  asking  for  Is 
to  take  the  grain  one  step  further,  lie  are  constantly  sending  100  car 
trains  to  the  east  coaat  and,  I  feel  I  should  have  tha  right  to  tan  the 
profits  between  the  farm  gate  and  the  ulltlmate  consumer. 

Therefore,  I  believe  strongly  that  it  is  In  the  beat  interest  of  farmers 
end  their  cooeeratlvea  and  the  nation  that  the  protioscd  Farm  Credit 
Amendments  of  1979  receive  favorable  conaldcrstion  by  Congress. 
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Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Hester. 

We  do  appreciate  your  being  here  today,  and  if  we  do  have  the  time 
we  will  call  some  of  you  back  for  some  qeustions. 

Thank  you. 

Mr.  Hester.  Thank  you. 

Mr.  Jones  of  Tennessee.  Mr.  Jay  Skinner  of  Delaware,  Ohio,  we 
are  glad  that  you  are  here,  and  you  may  proceed. 

STATEMENT  OF  JAY  SEHriTES,  OSAIH  PASHEB,  DELAWARE,  OHIO 

Mr.  Skinner*.  Mr.  Chairman,  and  members  of  the  subcommittee,  I 
am  Jay  Skinner  from  Delaware,  Ohio. 

I  am  a  full-time  farmer,  operating  2,200  acres,  including  the  pro- 
duction of  2,000  acres  of  soybeans  and  com. 

We  have  been  involved  in  this  family  fanning  operaticm  for  30 
years. 

I  am  presently  affiliated  with  two  local  agricultural  cooperatives, 
and  I  am  a  director  of  a  locally  owned  bank. 

Also,  I  have  been  director  of  Ohio  Farmers  Grain  Corporation,  Inc., 
since  1968,  and  for  3  years  of  that  time  I  have  served  as  chairman  of 
the  board  of  directors. 

I  have  also  served  3  years  as  a  director  of  Midstat^s  Terminals,  Inc^ 
Toledo,  Ohio. 

Since  the  primary  source  of  income  on  our  family  farm  is  fmn  flie 
production  of  grain,  I  am  vitally  interested  in  any  measures  which  may 
lead  to  increasing  our  net  income,  as  well  as  other  grain  farmers 
throughout  the  Nation. 

Therefore,  I  strongly  support  the  provision  in  the  Farm  Credit  Art 
Amendments  of  1979  which  provides  that  the  banks  for  cooperatives 
expand  their  authority  to  provide  financing  and  related  services  to 
facilitate  the  export  of  grain  and  other  agricultural  products. 

Being  affiliated  with  and  a  strong  supporter  of  agricultural  coopera- 
tives in  Ohio,  it  is  my  firm  conviction,  and  that  of  many  other  farmers 
with  whom  I  have  discussed  these  proposed  amendments,  that  this  leg- 
islation will  enhance  the  position  of  the  Ohio  Farmers  Grain  Corporar 
tion,  Inc.,  and  its  affiliated  organizations,  Mid-States  Terminals,  Inc., 
Toledo,  Ohio,  in  the  exporting  of  grain  produced  in  the  State  of 
Ohio. 

As  I  am  sure  others  have  testiHed,  any  provision  which  would 
enhance  and  improve  the  export  of  agricultural  products  is  un- 
doubtedly in  the  best  interest  of  our  Nation. 

The  proposed  change  in  legislation  permitting  the  banks  for  co- 
operatives to  become  more  involved  in  financing  agricultural  exports 
has  been  the  result  of  a  need  recognized  by  the  grain  fanners  across 
the  country,  which,  in  turn,  have  demonstrated  the  need  on  beh^f 
of  their  grain  marketing  cooperatives  to  request  the  banks  to  obtain 
this  much  needed  legislation. 

I  am  convinced  that  no  one  can  provide  the  service  to  the  economical 
advantage  of  agricultural  producer  and  consumer  as  well  as  our  own 
banks  for  cooperatives. 

They  have  a  proven  track  record  dating  back  to  the  early  lOSO's 
of  providing  wise  and  necessary  counseling. 

The  banlS  for  cooperatives  have  been  instrumental  in  the  growlii 
and  development  of  agricultural  cooperatives,  much  to  the  beneSt  of 
the  family  farmers  located  across  this  Nation. 
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Because  of  increasing  large  investments  needed  to  begin  farming, 
it  has  become  more  difficult  for  a  young  man  to  be  a  farmer.  It  is  very 
important  to  the  farmers  of  this  Nation  that  we  do  whatever  we  can 
to  encourage  and  financially  aid  the  young  beginning  fanner  so  that 
sufficient  amounts  of  food  will  be  produced  for  our  people. 

Therefore,  I  believe  that  these  amendments  would  be  much  help 
in  that  the  banks  for  cooperatives  would  better  serve  him. 

It  doesn't  make  sense  for  exporting  cooperatives  to  be  able  to  obtain 
financing  and  financial  related  services  from  their  banks  for  coopera- 
tives up  to  a  point  and  then  either  obtain  the  necessary  financing  and 
related  services  to  complete  the  transaction  or  to  turn  the  grain  over 
to  someone  else  to  facilitate  the  movement  of  grain  to  its  final  foreign 
destination. 

Cooperatives  involved  in  exporting  of  agricultural  products  need 
their  banks  for  cooperatives  to  establish  correspondent  relationships 
with  foreign  banks  to  be  involved  in  the  purchase  and  sale  of  bankers 
acceptances,  to  engage  in  currency  exchange,  and  certain  other  author- 
ities for  the  benent  of  these  cooperatives  and  the  family  farmer  they 
represent. 

As  I  miderstand  it,  when  the  1971  Farm  Credit  Act  was  adopted, 
it  was  recognized  that  there  would  be  a  need  to  continually  update 
credit  and  other  related  services  being  provided  by  the  Farm  Credit 
System  to  meet  the  clianging  needs  of  agriculture  and  the  Nation's 
agricultural  cooperatives. 

This  l^islative  proposal,  in  my  opinion,  carries  out  the  intent  of 
the  1971  Farm  Credit  Act  and  is  essential  for  the  continued  well  being 
of  the  family  farmer,  as  well  as  being  extremely  beneficial  to  our 
Nation's  economy. 

Therefore,  I  strongly  support  H.R.  4782. 

Mr.  Chairman  and  members  of  the  subcommittee,  thank  you  for 
permitting  me  to  present  my  views  conceming  these  very  important 
and  necessary  amendments  to  the  Farm  Credit  Act. 

Mr.  JoNxs  of  Tennessee.  Thank  you  very  much,  Mr.  Skinner.  A  very 
good  statement  and  we  do  appreciate  the  time  you  have  spent  to  come 
here  today. 

Our  next  witness  is  Mr.  Dean  Simeral,  the  vice  president  of  public 
affairs  of  the  Ohio  Farm  Bureau,  Columbus,  Ohio. 

Mr,  Simeral,  we  are  delighted  that  you  could  be  with  us  today.  You 
may  proceed. 

STATEMEHT  OF  DEAX  W.  SIHEBAL,  VICE  PHESIBENT  FOB  F1TBLIC 
AFPAIBS,  OHIO  FASH  B7BEAV 

Mr.  Simeral.  Thank  you,  Mr.  Chairman,  and  members  of  the 
subcommittee. 

Before  presenting  my  statement,  I  have  been  asked  by  Robert  Cleve- 
land of  the  Ohio  Rural  Electric  Cooperatives  to  convey  for  him  the 
strong  support  of  the  rural  electric  cooperatives  of  Ohio  for  the  60 
percent  eligibility  requirement  as  contained  in  the  bill. 

With  your  permission,  rather  than  elaborating  on  that,  I  will  file 
this  letter  and  its  contents  with  the  committee. 

Mr.  Jones  of  Tennessee.  Without  objection,  it  will  be  made  a  part 
of  the  record. 

[The  letter  referred  to  above  follows:] 
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OHIO  RURAL  ELECTRIC  COOPERATIVES,  INC. 

November  8,  1979 


Dean  W.  Simeral 

Ohio  Farm  Bureau  Federatiofl,  Inc. 

35  East  Chestnut  Street 

P.   0.   Box  479 

Colurbus,  OH       4321E 

Dear  Mr.  Simeral; 

Our  understanding  is  that  you  will  be  testifying  November  10.   1979, 
in  Chanpaign,  Illinois,  regarding  the  eligibility  requirements  to  borrow  funds 
from  the  Banks  for  Cooperatives.     Please  Include  support  for  this  effort  by 
Ohio's  2B  rural  electric  cooperatives  in  your  testiinony. 

Vou  may  transmit  this  letter  to  the  committee  expressing  our  support 
for  the  proposed  BOS  of  fanner  membership  required  for  eligibility  to  borrow 
from  a  Bank  for  Cooperatives.  Presently  the  rural  electric  systems  utilize 
70S.  The  National  Rural  Electric  Cooperative  Association  accepted  at  its 
annual  meeting  in  Houston,  Texas,  this  year  Resolution  D-8  which  suggests  a 
reduction  to  511.  Although  we  are  In  accord  with  our  national  association's 
""       >  in  the  right  direction  and  should 


Sincerely, 

Robert  N.  Cleveland 


RNC/ee 
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NRECA  AnnuBl  Keetlns   1979 


SUBJECT:  Cuaranteed  Loan  Progran 

Public  Low  93-32  provides  R£A  Che  authority  to  guarantee  loans.  Thasa 
loans  are  estimated  to  be  S7-S  billion  during  the  current  fiscal  year,  or 
■bout  851  of  Che  total  REA  loan  piogran.  The  REA  loan  guarantees  are 
unlquel7  advantageoos  In  providing  financing  for  essential  generation  faclli 
ties  for  rural  COnsumefS  vlthout  incurring  any  costs  whatsoever  to  the  govel 
The  loans  ace  largely  supplied  through  a  favorable  agreement  with  the  Pedera 
Pluanclng  Bank  at  market  rates  of  interest  and  represent  no  cost  In  intecesl 
differential  Participation  In  REA  loan  guarantees  hy  the  FfB  is  favorable 
both  to  the  governaent  and  to  rural  electric  aystens  and  should  thus  be  cont 
ued  without  change. 

Coses  resulting  from  loan  defaults  In  REA  guarantees  ara  tero  since  noi> 
have  occurred.  Keither  are  there  costs  resulting  froa  operational  asslstsnc. 
and  sdainlscratlve  coata  are  more  than  offset  by  the  interest  surchacge  ImpO: 
by  the  FFB. 

Therefore,  the  REA  loan  guarantees  provide  financing  for  essential  gen« 
tlon  facilities  in  an  expedient  manner  and  without  cost  Co  Che  U.  5.  govero- 
Dent.  They  should  continue  to  be  made  available  at  adequate  levela  and  with 
statutory  llBltations  and  we  cooimend  the  AdminiatraClon  for  indicating  In  Cb> 
1980  budget  request,   a  realistic  guaranteed   loan  level, 

RESOLUTION  NO.  D-8 
FROM:  Legislative  Comictee 


SUBJECT:  Fan  Credit  Leglslsclon 

He  understand  chat  the  Pam  CredlC  Systaa  Is  considering  nalctng  r 
daClons  to  Congress  for  several  alcersclons  In  the  Fan  Credit  Ace  of   1971, 
Including  a  new  look  at  the  eligibility  requlrenents  to  borrow  from  Che  Bank* 
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Mr.  SiMZRAL.  Thank  you  very  much,  Mr.  Chairman. 

We  appreciate  this  opportunity  to  present  comments  on  a  number 
of  issues  and  provisions  related  to  H.iC  4782,  a  bill  to  amend  the  Farm 
Credit  Act. 

The  Ohio  Farm  Bureau  has  always  been  an  advocate  and  supporter 
of  the  Farm  Credit  System,  including  strong  support  of  the  amend- 
ments to  the  Farm  Credit  Act  of  1971. 

Our  present  policy  is  a,  general  support  policy  that  reads  as  foUows: 

Agriculture  baa  become  a  captlal-lnt^iBiTe  type  of  bnalnesB,  vitb  critical  need* 
for  Inrestmeat. 

We  see  a  need  tor  additional  farmer  Investment  In  forward  integration  proj- 
ects, Including  prmwsslng  of  agricultural  products,  grain  export  facilities  etc. 

We  recommend  the  Federal  Farm  Credit  Sratem  continue  to  provide  credit 
to  meet  the  farmer's  needs,  Including  acquiring  Interest  In  tarmer^wned  tor- 
ward  Integration  projects. 

You  notice  from  the  above  policy  statement  that  we  are  presently  on  record 
in  support  of  one  provision  In  H.R.  4782,  namely,  the  provision  IdentlBed  In  the 
stunmary  of  the  bill  as  prepared  by  the  Congressional  Division  of  the  Farm 
Credit  Administration,  "Finance  processing  and  marketing  activities  of  bona  llde 
farmen." 

This  is  the  only  specific  reference  in  current  policy  to  provisioDS 
in  H.R.  4782. 

The  balance  of  my  comment  will  be  based  on  the  recommendatiaii 
our  policy  development  committee  will  make  to  the  delegates  to  our 
annual  meeting. 

The  delegates  to  our  annual  meeting  will  adopt  Ohio  Farm  Buiean 
policy  and  make  recommendations  to  the  American  Farm  Bureau 
Federation  for  national  policy. 

If  the  delegates  at  our  annual  meeting  adopt  that  which  will  be 
recommended  by  the  policy  development  committee  of  the  Ohio  Fana 
Bureau  Federation,  Inc.,  the  following  policy  relating  to  this  bill, 
H.R.  4782,  will  be  recommended  for  inclusion  in  American  Farm 
Bureau  policy. 

The  Ohio  Farm  Bureau  recommends  support  of  the  following  pro- 
visions of  H.R.  4782 : 

1.  Cooperative  eligibility.  To  lower  the  farmer-member  eligibility 
requirement  to  60  percent  of  voting  members. 

The  need  and  justification  for  this  change  in  current  law  has  been 
adequately  expressed  to  this  and  the  Senate  subcommittees. 

2.  On  the  85  percent  lending  limitation  for  Federal  land  banks,  to 
allow  Federal  land  banks  to  make  loans  in  excess  of  86  percent  of  ap- 
praised value  of  the  real  estate  where  guarantees  are  provided  by  other 
governmental  units. 

We  will  question,  however,  if  the  "in  excess  of  85  percent*'  aboold 
be  permitted  to  go  to  100  percent  for  purchase  of  land. 

8.  On  finance  processing  and  marlieting  activities  of  farmers,  to 
broaden  eligibility  for  financing  by  Federal  land  banks  and  produc- 
tion credit  associations  to  include  processing  and  marketing  activities. 
We  believe  this  idea  originated  in  Ohio,  which  we  have  stated  as  "per- 
mitting Federal  land  banks  and  production  credit  associations  to 
make  loans  to  farmers  for  the  purpose  of  their  investing  in  forward 
integration  projects,  including  processing  of  agricultural  products, 
grain  export  facilities,  etc" 


ly  Google 


727 

i.  On  bank  for  cooperatives  export  finance,  to  authorize  banks  for 
cooperatives  to  finance  agricultural  exports. 

We  believe  that  fanner  cooperatives  should  be  more  actively  and 
directly  involved  in  exporting  our  farm  products. 

In  addition,  we  recognize  the  need  for  various  kinds  of  financing 
of  cooperative  exporting  activities. 

We  believe  the  banks  for  cooperatives  should  be  involved. 

The  Ohio  Farm  Bureau  will  recommend  for  American  Farm  Bureau 
policy  that: 

1.  since  the  subject  of  incorporating  system  service  entities  is  in- 
cluded in  the  bill,  now  is  an  appropriate  time  to  raise  questions  and 
voice  objections  to  any  insurance  activities,  present  or  contemplated, 
that  was  not  intended  when  authorized  by  the  1971  amendments. 

The  legislative  history  of  the  1971  amendments  should  be  studied 
at  appropriate  language  inserted  to  insure  the  legislative  intent  is  fol- 
lowed by  the  system. 

2.  On  loss  sharing,  to  authorize  all  farm  credit  institutions  to  enter 
into  general  loss  sharing  agreements. 

We  recognize  that  capital  preservation  agreements  are  an  important 
means  of  enhancing  the  capital  viability  of  the  system. 

However,  with  new  or  expanded  authorizations,  such  as  aquatic 
business  and  export  financing,  this  provision  needs  careful  review  and 
wording. 

Our  concluding  comment  would  be  that  we  have  been  privileged  to 
review  conBiderahle  testimony  on  this  subject. 

Questions  have  been  raised  about  whether  or  not  certain  langange 
in  the  bill  would  permit  activities  or  action  beyond  that  which  wa^ 
intended. 

Various  supporters  have  responded  to  these  questions  with  "it  is 
not  Our  intent''  or  "that  will  not  be  considered." 

As  a  general  observation,  if  questions  are  raised  about  intent  or 
actual  authorization,  it  is  good  legislative  procedure  to  try  again  to 
develop  language  that  more  clearly  states  intent  or  identifies  what  is 
not  intended  or  authorized.  Thanks  for  this  opportunity,  Mr.  Chair- 
man, to  present  our  views. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Simeral. 

Your  statement  will  be  given  much  consideration. 

Thank  you  very  much. 

The  next  witness  is  Mr.  Glenn  Franklin,  Indiana  Farm  Bureau  Co- 
operative, Indianapolis,  Ind. 

STATEMENT  OF  GtLEim  TBASSUS,  EXECIFTIVE  VICE  FSESISEirr, 
ntSIANA  FARM  BTTBEAU  C00FESATI7E  ASSOCIATION  IHC. 

Mr.  FitANKLiN.  Mr.  Chairman,  and  members  of  the  subcommittee,  I 
am  Glenn  Franklin,  executive  vice  president  of  the  Indiana  Farm 
Bureau  Cooperative  Association,  Inc.,  Indianapolis^  Ind. 

Indiana  Farm  Bureau  Cooperative  Association  is  a  regional  farm 
supply  cooperative  serving  100,000  farmers  through  71  local  member 
cooperatives. 

Indiana  Farm  Bureau  Cooperative  Association  was  formed  in  1927 
as  a  farm  supply  cooperative  and  in  1950  mailed  with  the  Indiana 
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Grain  Cooperative,  thus  becoming  both  a  fam  supply  and  marketing 

*^e^  major  portion  of  Indiana  Farm  Bureau  Cooperative  Aflsocia- 
tion's  supply  business  is  in  petroleum,  fertilizer,  crop  chemicals,  av&- 
stock  and  poultry  feed  and  farm  building  supplies. 
Practically  all  of  its  marketing  volume  is  in  gram. 
During  fiscal  1979,  ending  August  31,  1979,  the  cooperafave  mar- 
keted 183  million  bushels  of  grain,  most  of  which  was  produced  on 
IncUana  farms. 
Of  this  volume,  97  million  bushels  were  sold  for  export. 
The  grain  division  operates  export  grain  facilities  at  Chicago,  DL, 
Baltimore,  Md.,  Louisville,  Ky.,  Cincinnati,  Ohio,  and  Evansvilla, 
Ind. 

In  partnership  with  several  other  regional  farmer  ooopeTaUves, 
the  grain  division  also  exports  grain  through  Mid*States  Terminals 
Inc.^  Toledo  elevator  and  through  Farmers  Export  Grain  Coopera- 
tive's elevator  at  Ama,  La. 

It  is  our  feeling  and  that  of  our  members  end  the  farmers  that  it 
is  imperative  we  operate  these  facilities  to  export  our  farmers'  grain 
and  that  fanners  must  control  their  products  as  long  as  possime  in 
the  marketing  chain. 

The  further  that  control  can  be  extended,  the  more  farmers  wUl 
benefit 

The  need  for  capital  to  conduct  our  exjport  business  is  sabetantisl 

and  makes  us  the  sixth  largest  customer  of  the  bank  for  cooperatives. 

Indiana  Farm  Bureau  Cooperative  Association  Cooperatives  en- 

i'oy  a  one-quarter  billion  dollar  line  of  credit  through  tne  Louisville 
}ank  for  Cooperatives. 

However,  the  bank  for  cooperatives  is  limited  in  its  ability  to  lend 
money  for  export  to  cooperatives. 

For  the  above  reasons,  I  am  pleased  today  to  present  testimony  in 
support  of  H.R.  4782. 

I  believe  that  proposed  Farm  Credit  Act  Amendments  of  1979  will 
permit  tfie  Farm  Credit  System  to  fully  cany  out  Conness*  intent 
when  it  stated  the  following  policies  and  objectives  of  the  Farm  Credit 
System: 

It  Is  declared  to  be  the  policy  of  the  Ooogress  recogaisliig  tbe  grmrtsg  needs 
for  credit  In  rural  America  tbBt  tbe  farmer  owned  cooperative  bum  credit 
system  be  designed  to  accompllsb  the  objective  of  improving  Income  and  wciQ 
beiDK  of  farmers  and  ranchers  by  fumlablng  sonnd,  adequate,  and  conrtructlTe 
credit,  and  closely  related  services  to  them  and  their  coopentUveB. 

One  of  the  ways  by  which  this  intent  of  Ccmgress  can  be  carried 
out  is  through  the  entry  of  the  banks  fot-  cooperatives  into  the  export 
financing  field. 

The  proposed  amendments  of  1979  contain  provisions  which  would 
raable  banks  for  cooperatives  to  do  just  that.  If  passed,  the  amend- 
ments would  have  a  far-ranging  effect  on  our  cooperative,  our  mem- 
bers, and  farmers. 

In  response  to  the  need  to  expand  markets  for  agricultural  products 
for  its  members,  Indian  Farm  Bureau  Cooperative  Associatitm  has 
been  an  exporter  of  grain  for  a  number  of  Tears. 

First,  out  of  our  Chicago  facility;  and  then,  our  exports  were  ^- 
panded  by  the  purchase  of  a  facility  in  Baltimore. 
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We  later  joined  Farmers  Export,  and  either  constructed  or  pur- 
chased river  loading  facilities  along  the  Ohio  Kiver. 

Our  domestic  system  has  developed  to  the  point  that  we  must  now 
turn  to  investment  in  foreign  countries  to  become  more  effective. 

Our  objective  is  to  become  a  dependable  source  of  supply  for  export 
customers. 

And  thereby  help  maintain  good  outlets  for  the  products  we  market 
on  behalf  of  our  members. 

Sales  made  early  in  our  export  efforts  were  on  an  FOB  point  of 
sh^ment  basis. 

However,  as  sales  have  expanded,  different  methods  of  selling  and 
collecting  have  been  utilized  in  order  to  be  competitive  with  other 
exports  and  in  order  to  be  of  the  best  service  to  our  best  export  cus- 
tomers by  providing  different  terms  of  sale.  We  have  been  able  to 
expand  our  export  sales. 

This  has  been  important  to  our  farmer  members  who  have  found 
that  our  ability  to  move  grain  into  export  markets  has  helped  in 
stabilizing  domestic  prices  and  has  provided  additional  service  that 
Indiana  Farm  Bureau  Cooperative  Association  as  a  cooperative  can 
provide  to  its  members. 

We  plan  to  aggressively  seek  to  expand  export  marketing  of  our 
members'  grain.  Our  board  of  directors  feel  it  is  in  the  bwt  interest 
of  our  members  for  Indiana  Farm  Bureau  Cooperative  Association  to 
continue  to  be  aggressive  in  world  trade. 

We  are  committing  additional  assets  to  this  end. 

As  an  example,  Indiana  Farm  Bureau  Cooperative  Association, 
along  with  six  other  Xorth  American  cooperatives,  have  joined  four 
European  cooperatives  in  forming  Intrade,  Inc. 

Intrade,  Inc.  is  in  the  process  of  completing  the  purchase  of  50 
percent  of  a  major  European  commodity  trading  company. 

Through  this  undertaking,  our  goal  is  to  maximize  oar  cooperative's 
position  as  much  as  possible  m  export  marketing. 

This  goal  arises  from  the  efforts  of  U.S.  farm  marketing  coopera- 
tives to  seek  the  best  price  possible  for  their  members. 

The  inflationary  spiral  of  agricultural  input  costs  leaves  farmers 
with  only  two  choices;  increase  production  and  attain  economics  of 
scale  on  their  farms,  or  obtain  a  larger  share  of  the  consumer's  ex- 
penditures for  food  and  fiber. 

Studies  indicate  that  farmer  cooperatives  originate  almost  45  per- 
cent of  U.S.  grain,  but  handle  less  than  10  percent  of  the  export  sale 
level. 

Our  farmer  members  are  asking  us  to  do  a  better  job  in  this  area  by 
increasing  cooppratives'  market  shares  in  the  export  market. 

It  is  our  belief  that  the  bank  for  cooperatives,  given  legislative 
authority,  can  be  a  positive  factor  in  assisting  farmer  cooperatives  in 
expanding  their  share,  of  export  trade. 

Our  Nation's  policy  of  trade  expansion  will  be  supported  by  favor- 
able consideration  of  the  Farm  Credit  Act  Amendments  of  i97&. 

The  export  financing  provisions  are  consistent  with  longstanding 
congressional  intentions  that  banks  or  cooperatives  should  serve 
fully  the  credit  and  financially  related  needs  of  America's  farm  supply 
and  marketing  cooperatives. 
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The  banks  for  cooperatives  have  built  a  strong  e^^rience  base  in 
dealing  with  cooperatives.  Cooperatives  are  moving  into  world  trade 
to  a  greater  extent  each  year  and  need  the  assistance  of  a  cooperative 
banking  system  to  which  they  are  so  closely  tied  to  be  successtuL 

Now  our  member  owned  banks  can  only  carry  our  financing;  to  the 
point  of  export.  It  is  a  logical  eztraision  of  the  bonks  for  cooperatives' 
services  to  loilow  their  member  borrowers  into  international  trade. 

We,  at  Indiana  Farm  Bureau  Ckmperative  Association,  see  opportu- 
nities to  more  rapidly  expand  into  world  trade  if  the  Farm  Credit 
Act  Amendments  of  1979  are  passed. 

We  feel  secure  in  speaking  for  other  cooperatives  engaged  in  the 
export  marketing  of  over  a  dozen  diiferent  TJ.S.  conunodities  to  many 
different  countries  abroad  as  well. 

To  gain  an  effective  ability  to  assist  its  members  in  financing  their 
transactions  in  foreign  trade,  banks  for  cooperatives  need  ut.6  au- 
thority to  establish  correspondent  relationships  with  foreign  banks  to 
expedite  payments  and  collections. 

In  the  case  of  Indiana  Faiin  Bureau  Cooperative,  as  we  rapidly 
expand  our  export  sales,  the  use  of  our  cooperative  banking  ^stem  to 
facilitate  transactions  will  help  us  manage  our  cash  more  etfectively. 

Indiana  Farm  Bureau  Cooperative  Association  and  other  coopera- 
tive firms  have  found  that  the  best  arrangement  for  certain  types 
of  international  ventures  is  through  investment  in  subsidiaries  or  by 
establishing  certain  trade  relational ps. 

Presently,  banks  for  cooperatives  are  prohibited  from  iuigiHt.iiig 
their  members  in  such  cases. 

In  those  cases  where  substantial  benefits  would  result  to  the  co- 
operative from  such  financing,  it  seems  to  us  that  banks  for  coopera- 
tives' participation  should  be  permitted.  Such  authority  would  mmply 
allow  U.S.  cooperatives  to  further  utilize  their  own  banking  system. 

The  purpose  of  my  testimony  is  to  seek  from  Congress  traded  flex- 
ibility for  the  banks  for  cooperatives'  system  which  will  allow  the 
banks  to  better  serve  cooperatives  in  the  export  market. 

I  can  speak  personally  as  to  the  benefits  of  the  cooperative  bank- 
ing system  to  cooperatives.  Looking  ahead,  we  hope  the  subcommittee 
will  see  fit  to  approve  the  proposed  legislation,  giving  new  authorities 
needed  by  banks  for  cooperatives  to  continue  to  effectively  serve  co- 
operatives at  all  levels. 

Indiana  Farm  Bureau  Cooperative  Association  is  grateful  for  this 
opportunity  to  express  its  views  before  this  subcommittee  on  Farm 
Credit  Act  Amendments  of  1979  and  wishes  to  go  on  record  as  be- 
ing in  favor  of  this  proposed  lesfislation. 

Mr.  Chairman,  I  have  a  prior  commitment  for  late  this  aftemotm 
in  northeastern  Indiana. 

I  respectfully  request  an  opportunity,  if  there  are  questions,  to 
answerthem  at  this  time. 

Thank  you,  Mr.  Chairman. 

Mr.  JowEs  of  Tennessee.  Thank  you  very  much.  Mr.  Franklin. 

I  have  only  one  question  that  I  would  like  to  ask. 

In  your  statement,  you  said,  "studies  inclicate  that  fanner  coopera- 
tives originate  almost  45  percent  of  U.S.  grain,  bnt  handle  less  tium 
10  percent  at  the  export  sale  level." 
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The  thing  that  I  am  asking,  is,  are  those  studies  available  to  the 
subcommittee? 

Mr.  Franklin.  Yes,  sir,  those  studies  were  made  by  the — what  was 
formally  called  the  Farmers  Cooperative  Service  of  the  U-S.  Depart- 
ment of  Agriculture. 

Mr.  Jones  of  Tennessee.  Would  you  attempt  to  provide  those  studies 
for  us  in  order  that  that  would  probably  encourage  some  members 
of  the  subcommittee  to  see  the  real  need  for  this  part  of  the  package. 

Mr.  Franklin.  I  would  be  more  than  pleased  to,  and  I  think  I  also 
have  some  data  from  a  survey  that  was  made  by  a  consulting  firm  for 
we  cooperatives  that  are  in  this  joint  cooperative  venture. 

Mr.  Jones  of  Tennessee.  We  would  appreciate  that  material  if  you 
have  it,  and  we'll  make  it  a  part  of  the  record. 

Mr.  Franklin.  May  I  send  them  to  your  attention,  sir! 

Mr.  Jones  of  Tennessee.  Yes,  you  may. 

Mr.  Franklin.  And  how  many  copies  would  you  like? 

Mr,  Jones  of  Tennessee.  One  copy  is  sufficient. 

[Material  follows :] 

Let's  Qet  Om  Okaih  Expobtiiio  Toqetheb  ! 


Economic  factors  Influencing  the  grain  InduBtrjr  have  changed  considerably 
In  the  past  few  years.  Prior  to  1972,  the  level  of  grain  prices  was  largely  deter- 
mined by  the  government.  Prices  were  depressed  by  huge  surpluses  even  though 
60  million  acres  of  land  were  In  retirement.  Millions  of  bushels  of  grain  were 
held  In  storage  by  the  Commodity  Credit  Coriwratlon.  Incomes  of  grain  producers 
were  more  closely  correlated  to  the  loan  value  and  Government  stocks  than  with 
competitive  market  factors. 

Conditions  changed  rapidly  during  1972.  Crop  Allures  due  to  bad  weather  in 
many  parts  of  the  world  created  strong  foreign  demand  almost  overnight.  Sur- 
plus grain  began  to  disappear  and  farm  prices  started  to  rise.  Grain  producers 
responded  to  this  signal  by  increasing  production.  Exports  suddenly  became  the 
prime  determinant  of  the  level  of  prices.  The  value  of  exports  increased  to  more 
than  $21  billion  In  1074  from  about  S7  billion  in  1972.  The  percent  of  U.S.  grain 
production  moving  into  foreign  markets  luci-eased  from  30  percent  in  the  ISWs 
to  more  than  40  percent  today.  In  1873,  we  exported  roughly  76  percent  of  our 
wheat,  55  percent  of  the  soyljeans,  35  percent  of  the  com  and  30  percent 
of  the  milo. 

While  the  high  level  of  exports  of  the  mid-sevpnticB  was  at  least  in  part  due  to 
unfavorable  weather,  It  is  generally  agreed  that  a  long-term  closer  supply  demand 
balance  does  appear  to  be  with  us.  While  varlatloDS  in  export  demand  will  un- 
doubtedly continue  to  exist,  Indications  are  that  grain  exports  will  continue  at 
a  generally  higher  level  and  therefore  remain  a  major  determinant  of  farm 
prices  In  the  future.  U8DA  economists  estimate  that  the  United  States  will  be 
exporting  more  than  3  billion  bushels  of  grain  by  1985.  This  would  triple  what  was 
exported  In  1960  and  double  the  level  of  exports  in  1970. 

With  this  new  situation  emerging,  the  questions  being  asked  are :  Will  pro- 
ducers, through  their  cooperatives,  step  into  the  marketing  picture  as  the  Federal 
Government  role  diminishes?  Should  they  strengthen  their  presence  In  the  export 
market?  What  will  the  export  market  look  like  for  Individual  grains?  Will  the 
market  of  the  future  he  dlfTerent  from  the  present  market?  Who  will  he  our  best 
customers?  IJet's  Brst  look  briefly  at  some  of  these  questions  for  wheat,  feed- 
grains,'  and  soybeans. 

Wheat. — World  demand  for  U.S.  wheat  is  expected  to  exceed  pre-1972  levels 
with  a  good  possibility  of  record  volumes  by  1985.  The  configuration  of  the 

1.  tutley,  and  rye.  Corn  and  sorghum  make  up  over  SO  percent 
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lOBrket  is  expected  to  change  however.  Snttatanttal  demand  rednctloii  In  a  major 
market  for  U.S.  wheat — the  nine  countries  compri^g  the  European  Common 
Uarket^ls  a  distinct  possibility.  Also,  purchases  by  the  U.S.SJl.  are  expected  to 
decline  from  1072  levels.  On  the  other  hand,  two  of  our  largest  customers — Japan 
and  Bast  Asia— should  slgnlfleantly  increase  their  d^nand  for  wheat 

Feedgraing. — Demand  projections  for  feedgralns  show  a  minimum  demand  near 
the  1978  level  and  could  be  at  record  levels  by  1983.  Again,  we  are  faced  with  the 
poHsible  loss  of  the  Common  Market,  presently  our  largest  customer  for  fCed- 
graina.  Exports  to  the  U.S.S.B.  and  the  Peoples  RepnbUc  of  China  (FBC)  are 
also  expected  to  drop  by  1985.  On  the  bright  aide,  there  should  be  a  major  increase 
In  feedgrain  demand  by  Japan,  at  present  oar  second  largest  customer. 

Boyhean*. — The  future  for  soybean  exports  is  encouraging.  USDA  demand  esti- 
mates show  record  export  levels  b;  1985.  No  loss  of  major  U.S.  markets  la  ex- 
pected. Two  of  the  three  largest  Importers  of  U.S.  soybeans,  the  Common  Market 
and  other  Western  European  countries,  will  increase  soybean  demand  from  the 
United  States.  Japan  should  maintain  imports  at  abont  1971  levels,  possible 
declining  markets  in  the  PBC  and  U.S.S.B.  would  have  little  effect  on  total  exports 
because  those  soybean  markets  have  not  been  slgnlflcant  In  the  past. 

COOFEBATIVBS'  POSITION  IN  TBE  QaAIIT  EXPOBT 

Many  grain  merchandising  and  processing  firms  do  some  o  .       _ 

but  a  handful  dominate  the  U.S.  grain  export  Industry.  Five  companies  cnrroitiy 
export  more  than  80  percent  of  the  grain  from  the  United  States.  Three  of  these 
exporters  bad  sales  that  individually  are  four  times  as  large  as  the  combined 
export  sales  of  the  foar  largest  regional  grain  cooperatives. 

The  large  exporters  are  multinational  companies  with  sales  offices  and  proc- 
etiBlng  plants  in  major  regions  of  the  world.  They  can  procure  grain  from  any 
grain  producing  country  in  the  world.  They  are  dlTerslfled  companies  dealing  In 
such  varied  industries  as  leather  goods,  pet  food,  termite  control,  Insurance,  and 
Ashing  fleets.  They  all  have  extensive,  woridwlde  market  InteUlgence  aystents. 
And  they  have  maximum  flexibility  In  terms  of  product  mix,  port  locations,  and 
market  access. 

Not  only  do  these  five  firms  dominate  the  U.S.  grain  exiwrt  industry,  but  they 
also  control  a  signlflcnnt  portion  of  the  total  world  trade  In  grain.  For  example, 
more  than  80  percent  of  the  world's  Import  demand  for  soybeans  is  supplied  by 
rhese  five  companies — with  U.S.  soybeans  alone.  They  also  account  for  smaller, 
hut  significant,  shares  of  the  world  market  in  wheat  and  feedgrolns,  Jnst  with 
groin  produced  in  the  United  States.  More  than  half  of  the  world's  total  imports  of 
grain  is  shipped  from  this  country  by  these  five  companies. 

In  contrast,  cooperative  presence  In  the  grain  export  market  is  barely  notice- 
able. Cooperatives  are  relatively  strong  at  the  local  level,  but  their  market  posi- 
tion deteriorates  rapidly  as  they  move  toward  the  export  market  At  the  local 
level,  cooiieratlves  handle  about  40  percent  of  farm  grain  sales.  Regionala  get 
only  half  the  grain  the  locals  handle.  Cooperatives  place  nine  percent  of  tarm 
sales  la  a  position  to  export  but  directly  ^awrt  only  8  percent*  With  40  percoit 
of  farm  sales  moving  Into  tlie  export  market  tills  amonnta  to  abont  7^  per- 
rent  of  total  grain  exports.  This  represents  the  combined  market  ahare  of  B 
cooperatives  with  the  largest  cooperative  having  a  market  share  of  lesi  Uian 
S  percent. 

Cooperallve.i  actually  orglnate  and  handle  more  grain  than  their  dtiect  export 
share  might  Indicate.  Regional  cooperatives  move  more  than  SS  percoit  of  U.S. 
export  grain  to  a  port  position,  put  14  percent  through  their  own  port  elevator*, 
but  directly  export  only  7^  percent.  This  means  cotqierativea  export  on  a  direct 
liasis  only  30  percent  of  the  grain  they  move  to  a  port  position.  Tlie  other  TQ 
percent  Is  sold  to  other  grain  companies  that  then  merchandise  the  grain  direct 
to  the  consnmlng  world  area. 

Why  do  cooi>eratlTes  turn  over  sneh  a  large  proportion  of  their  grain  to  oth^ 
exporters?  Why  do  cooperatives  sell  85  percent  of  their  wheat  M  percent  of 
their  soybeitns,  and  OS  percent  of  their  feedgralns  to  other  exjMntersT  Hiere  are 
a  number  of  reasons.  Some  regional  (1)  do  not  have  access  to  cooperatiTe  export 
facilities.  (2)  experience  less  risk  as  compared  to  direct  aalea,  (8)  are  nnwUUiic 
to  coordinate  efforts  with  other  cooperatives,  (4)  lack  economies  of  slae,  (S)  lack 

■  Direct  export*  an  ul«s  to  btdxn  barer*  located  and  dolni  baBtaess  to  the  MMraBlBg 
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marlcetiiiK  expertise,  and  (6)  fear  the  unknown  In  selling  direct  to  foreign  bufers. 
Even  tbe  atrong  position  of  cooperatives  at  the  local  level  Is  being  tested  in 
some  areas  of  the  Mideast.  During  the  past  year,  the  construction  of  nine  sub- 
terminal  elevators  with  unit-train  capabtlltlea  have  been  announced  bf  grain  com- 
panies. These  elevators  will  compete  with  both  local  and  regional  grain  cooper- 
atives. The  trend  toward  increased  origination  of  grain  at  the  local  level  by  the 
major  grain  exporters  has  suddenly  been  thmet  upon  the  cooperative  sector.  The 
total  system  approach  to  grain  marketing  is  a  reality  for  the  large  grain  com- 
panies. The  question  is  whether  grain  producers  can  build  their  own  system  tliat 
can  compete  in  the  grain  industry  of  the  future. 

COOPEBATIVEB    COUPABUI   WITH    THE   IKDCBTBT 

For  tlie  portion  of  cooperative  grain  exports  that  are  sold  on  a  direct  basis, 
compaiislons  with  major  grain  exporters  can  be  made  with  regard  to  type  of 
market,  terms  of  delivery,  and  methods  of  estabUahlng  connections. 

Type  of  market. — Exporting  Arms  operate  In  basically  three  types  of  markets : 
The  open  market,  whi<4i  allows  for  negotiation  between  buytfs  and  sellers  and  Is 
typical  of  Western  Europe ;  the  public  tender  market,  which  is  strictly  on  a  bid 
and  acceptance  basis  and  used  when  dealing  with  State  trading  nations  and  the 
private  tender  market  which  la  the  same  as  public  but  bidding  Is  limited  to  a  select 
group  of  aellere.  Moat  cooi)eTatlve  sales  are  made  in  the  open  market.  In  contrast, 
more  than  75  percent  of  the  U.S.  wheat  is  sold  on  a  public  tender  basis.  The  trend 
for  feedgrains  and  soybeans  is  also  toward  a  public  tender  market.  This  trend 
has  serious  implications  for  grain  cooperatives  because  their  participation  in 
tender  markets  has  been  virtually  nil. 

Termt  of  delivery. — These  are  the  conditions  under  which  grain  is  to  be  de- 
livered to  tbe  bnyer.  The  moat  common  terms  are  f.o.t).  (free<m  board)  ship  in  the 
United  States  and  c.l.f.  <cost,  insurance  and  freight)  at  foreign  port.  While  co- 
operatives deliver  almost  exclusively  on  an  f.o.b.  basis,  the  major  exporters  de- 
liver about  40  percent  of  their  wheat  sales  and  60  percent  of  their  feedgrain  and 
soyb^n  sales  on  a  al.f.  basis.  Tbe  remainder  is  delivered  f.o.b.  Cooperatives  sac- 
riflce  flexibility  and  potential  toss  of  sales  because  of  the  financial  risks  Inberent 
in  c.l.f.  sales. 

EttabHthtTH/  connecfton*.— Cooperatives  establish  connections  with  foreign 
buyers  through  commlsidoned  agents.  Major  exporters  have  their  own  overseas 
sales  offices  and  staffs.  Not  only  do  these  offices  serve  as  a  direct  link  betwem 
bnyer  and  seller,  Imt  they  also  pt<ovld«  valuaUe  market  Information  as  a  pert 
of  the  exporters'  worldwide  market  intelligence  systems.  With  cooperatives  not 
having  any  overseas  sales  offices  or  sCatT,  they  lack  the  personal  ctntact  with 
buyers  and  tbe  vital  market  information  that  might  flow  frran  these  <^ces. 

In  summary,  cooperatives'  present  position  In  the  grain  export  maAet  is  obvl- 
onsly  weak.  They  have  a  very  amall  maritct  share ;  tliey  are  not  In  a  position  to 
make  the  type  of  sales  that  wiH  exist  in  tbe  future;  they  lack  flexibility  In  de- 
livery terms,  and  they  lack  overseas  fncUttlee  and  sales  <riBcee.  TItere  are  more 
problems,  and  there  are  reasons  why  Oiese  ptoUmui  ^st 

WHT    CAH'T   COOPIXATIVBB    ETnCLTlVELT   EXPOBT   OaAIH 

The  major  problem  in  cooperative  export  activity  is  fragmentati<(Hi  and  lack  of  . 
coordination  within  the  co(^>eratIve  sector.  Cooperatives  in  general  have  been 
unable  to  translate  their  relatively  strong  local  position  Into  export  marketing 
benefits.  In  many  cases,  regional  cooperatives  have  not  seen  Bt  to  coordinate  ttieir 
efforts  with  neighboring  r^onals.  Some  are  unwiUlng  to  eqnitably  diare  facili- 
ties, nales  agents,  or  market  information.  And  some  simply  refuse  to  change  the 
way  they've  been  doing  business.  The  net  result  Is  a  largdy  uncoordinated  effort 
with  a  few  regional  cooperatives  vying  for  an  export  market  share  that  coUec- 
tlvply  Is  smnller  than  the  Indlvidiial  shares  of  most  competitors. 

Central  to  the  coordination  problem  is  the  question  of  ffharing  export  focilitles. 
Producers  who  have  put  up  their  own  iiard  earned  carti  to  build  an  export  house 
are  flnding  it  difOcult  to  Justify  sharing  these  facilltlen  with  other  producers- 
even  if  It  menns  a  more  efTective  total  joh  of  msrlcetlng.  Smne  producers  have  a 
feeing  that  their  cooperatives  are  a  more  slftnlflcant  (ttctor  in  the  export  hnidness 
than  the  facts  will  sui^iort.  Those  who  bare  created  this  illusioB  have  difficulty 
confronting  their  producers  with  reality. 
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Independent  deciBl(»iB  to  bnlld  additional  facilities  albo  cloud  the  coordination 
Issue.  Some  cooperatives  can  independently  Justify  the  need  for  additional  export 
fadUtles  because  present  facilities  mar  he  oiierating  at  capadtr-  But  tn  many 
casea,  this  Jnstlflcation  results  from  a  fcagmeDted  approach  to  the  export  qaea- 
tlon.  Maybe  the  farmers'  money  is  not  being  put  to  the  beat  use  by  building  new 
export  fncHities.  Perhaps  It  would  be  put  to  better  nse  by  coordinating  eriatlng 
faculties — then  aaaeeaing  the  need  for  new  facilities. 

Kren  more  difficult  to  understand  is  the  situation  where  the  "haves"  are  nn- 
wllllng  to  coordinate  facility  use  with  the  "have-nots"  even  though  the  facilltlea 
are  l)eing  ntiUied  at  a  fraction  of  their  capacity.  Nearly  half  of  the  coopemtlre 
port  facilities  are  presently  underutilized.  Yet,  efForts  to  get  cooperativea  Ui 
cooperate  have  met  with  little  success. 

The  fragmentation  and  coordination  guestloos  do  not  end  with  export  fadlitiea. 
They  extend  to  the  unwillingness  to  share  market  information,  sales  strat^y, 
agents,  and  transportation  equipment.  While  the  economic  rationale  for  refoalng 
to  cooperate  remains  nuclear.  It  is  obvious  that  progress  toward  building  a  total 
cooperative  grain  marketing  system  will  be  stymied  until  such  time  the  coor- 
dination problems  can  be  overcome. 

Another  set  of  problems  arises  from  lack  of  commitment  within  the  cooperative 
sector.  In  large  part,  grain  producers  view  their  local  cooperatives  as  "Jast  an- 
other market"  for  their  grain.  Few  have  a  formal  obligation  through  marketing 
agreements  to  commit  grain  to  their  cooperatives.  Likewise,  local  cooperatlvea  are 
not  obligated  to  deliver  grain  to  the  regional ;  nor  is  the  regional  required  to  de- 
liver grain  to  a  cooperative  export  organisation. 

Lack  of  commitment  at  all  levels  results  In  numerous  problenui  for  grain  mai^ 
ketlng  cooperatives.  Most  relate  to  tbe  fact  that  the  cooperative  cannot  detennlne 
In  advance  how  much  or  what  kind  of  grain  it  will  have  to  merchandise.  Lack  of 
formal  commitment ; 

(1)  Reduces  the  ability  to  enter  Into  increasingly  common  long-term  con- 
tractual arrangements  with  both  domestic  and  foreign  customers. 

(2)  Limits  ability  to  participate  In  large,  one-time  sales. 

(5)  Limits  Information  on  which  to  base  price  decisiona. 
(4)  Hampers  long-term  corporate  planning. 

(6)  Causes   Inefficient    use   of    transportation   equipment  and  ptajica] 
fadUtiea. 

It  must  be  pointed  out,  however,  that  commitment  through  marketing  agree- 
ments, taken  by  thanaelves,  are  of  little  use.  They  must  be  used  in  combination 
with  a  total  marketing  system ;  one  that  Is  correctly  organized  and  coordinated, 
has  adequate  facilities,  and  a  well-conceived  marketing  program.  Having  a  known 
supply  of  groin  to  sell  without  knowing  how  to  sell  It  may  present  more  prob- 
lems thsn  cooperatives  face  now. 

More  and  more  producers  are  beginning  to  recognise  what  marketing  agree 
mcnta  can  do  for  themselves  and  their  cooperatives.  If  and  when  marketlDg 
agreement  programs  are  finally  combined  with  other  needed  changes,  the  coop- 
erative sector  might  truly  t>ecome  a  producers'  marketing  system. 

Before  that  happens,  cooperatives  must  face  up  to  another  critical  problem — 
that  Is,  tbe  absence  of  a  marketing  Information  system.  Reglonals  and  even  fed- 
erations of  reglonals  operste  pretty  much  In  absence  of  a  solid  Information  base. 
Exporting  cooperatives  rely  msinly  on  commission  agents  for  their  tnformstloD 
and  Intplllgence.  This  is  fed  directly  to  the  cooperative's  traders  who  attempt  to 
to  use  It  without  an  economic  analysis  to  evsluate  It  or  analyie  longer-run 
considerations. 

I^ck  of  Information  clearlr  contributes  to  cooperatives  failure  to  adeqnatelj 
Address  the  export  market.  With  little  or  no  Information  coming  from  foreign 
fOTemmenta,  from  overseas  sales  offices,  from  a  competent  economic  stalT,  and 
only  selected  Information  from  competitors,  it  Is  easy  to  see  why  cooperatlvea  (ear 
the  unknown  and  are  unwilling  to  take  on  Increased  risk  of  c.U.  sales  and  ten- 
der  bids. 

One  organisational  problem  that  relates  to  the  fragmentation  question  Is  that 
of  economies  of  stse.  Grain  marketing  is  a  highly  capital  Intensive  indnstty.  It 
takes  a  lot  of  bushels  to  keep  all  the  required  facilities  and  tranaportatton 
equipment  operating  at  capacity  and  therefore  at  lowest  cost  per  bushel.  It  also 
costa  a  lot  of  money  to  hire  and  keep  the  bent  iK>HBihle  management  expertlae, 
sales  and  research  staff,  and  exclusive  agents.  No  one  regional  cooperaHre  has 
Oie  Tolnme  to  auppori  this  level  of  expertise.  Unless  grain  r^onals  can  cooidl- 
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nate  thdr  efforts,  they  will  dther  be  o[»eistlng  lueffldetUi'  or  with  less  than  tbe 
beat  marketing  tal«it. 

Closely  aasodated  with  iHt>bleiiH  of  scale  economieB  are  those  involving  lack 
of  flexibility.  CooperaUvee  lack  flezlbUlty  in  terms  of  trade— 09  percent  of  their 
exports  are  on  a  r.o.b.  basis ;  tbey  lack  flexibility  In  type  of  market — little  par- 
ticipation In  public  or  private  tendera;  and  they  lack  flexibility  in  product 
mix — no  one  cooperative  handles  all  the  major  grains  required  by  foreign  conn- 
tries.  Again,  It  is  not  difflcnlt  to  vianailxe  cooperatlveH  being  shut  out  of  markets 
that  require  a  c.i.f.  sale;  a  bid  on  a  government  tender;  or  delivery  of  both 
wheat  and  feedgralns. 


This  is  a  question  that  can  only  be  decided  by  producers.  Exporting  grain, 
eren  with  the  best  knowledge  available,  is  a  blgh-risk  business.  Cooperative 
exporters  have  done  rathv  well  the  past  3  years  in  terms  of  returns  to  members. 
But  it  is  all  too  easy  to  remember  the  years  when  grain  exports  were  most 
un[»ofltable  for  cooperativefL 

Farmers  might,  however,  seg.  reasons  beside  profits  for  their  cooperatives 
getting  Into  direct  grain  exports  on  a  large  scale.  Since  exports  have  become  the 
major  determinant  of  (arm  prices  for  grain,  a  cooperative  presence  In  the  export 
market  coold  make  domestic  prices  more  responsive  to  changes  In  world  demand 
conditions.  Cooperative  exporters  would  act  as  a  barometer  on  tbe  efficiency  of 
tbe  major  grain  exporters  and  reflect  tbe  eaminga  therefrom  back  to  producers. 
A  side  benefit  of  sucb  InTOlvement  could  be  Improved  Intelligence  on  International 
marketing  and  therefore  more  elTectlve  domestic  grain  merchandising.  Produc- 
ers. A  side  benefit  of  sucb  Involvement  could  be  improved  intelligence  on  inter- 
national marketing  and  therefore  more  effective  domestic  grain  mercbandising. 
Producers  will  have  to  determine  if  these  and  otber  beneflts  are  worth  tlie  risk. 

Farmers  need  to  recognize,  however,  that  the  present  fragmented  cooperative 
approach  to  grain  exports  is  not  in  keeping  with  the  competitive  potential  of 
the  U.S.  grain  producers  in  International  markets.  In  other  words,  prodncera 
and  their  cooperatives  conld  ImiHme  on  what  they  have ;  with  what  the;  hava 


WHAT    ABE     THE    BBQUiaEMEflTB     TO    AnOKEBB     THE    EXPORT     MABKET1 

Emphasis  has  been  placed  on  the  fact  that  the  major  grain  traders  have  rec- 
ognized the  marketing  of  grain  as  a  system — a  system  that  extends  from  pro- 
curement of  grain  In  the  country  to  the  sale  of  grain  to  the  final  customer. 
Cooperatives,  as  yet,  have  not  realized  the  need  for  a  systems  approach  to 
grain  marketing.  Until  they  do,  grain  cooperatives  will  find  their  position  in  the 
grain  Indnstry  slowly,  but  persistently,  eroding. 

So,  what  are  the  requirements  for  the  development  of  a  cooperative  grain 
export  system? 

1.  The  number  one  requirement  la  to  overcome  fragmentation  and  lack  of 
coordination  within  the  cooperative  sector.  This  can  beat  be  accomplished  by 
working  to  establish  a  single  export  organization  for  all  cooperative  grain 
exports.  Such  a  cooperative  would  control  and  coordinate  existing  cooperative 
port  factildea  and  the  flow  of  grain  from  the  interior  to  and  through  those 
facilities  direct  to  foreign  customers.  The  formation  of  such  a  cooperative  does 
not  require  that  existing  regionals  be  merged ;  only  that  their  export  facilities  and 
marketing  expertise  be  combined.  Each  regional  would  retain  their  Identity.  The 
export  cooperative  could  grestly  increase  the  volume  of  grain  exported  without 
adding  to  existing  facilities. 

2.  The  export  cooperative  and  its  member  regionals  need  to  adopt  a  sales 
strategy  pointed  toward  increased  direct  exports.  That  strategy  should  emphasize 
cooperative  strengths— origination  of  grain,  reputaUon  tor  quality  grain,  and  fast 
and  uniform  ahlp  loading.  It  should  emiduLSlze  flexibility— In  terms  of  trade  and 
ability  to  accept  marketing  risks. 

3.  Cooperatives  need  to  establish  an  aggressive,  worldwide  market  Intelligence 
system.  It  should  include  an  Information  gathering  network  to  provide  the  data 
an  economic  analysis  staff  to  Interpret  that  data,  and  a  sales  staff  to  carry  out 
the  dpcfslnna.  Formation  of  export  sales  offices  are  also  a  part  of  that  system. 

4.  A  system  of  marketing  agreements  wUl  need  to  be  developed.  One  advantage 
that  the  cooperative  grain  export  system  can  have  over  the  major  exporters  lies 
In  potentUl  control  over  grain  from  the  time  it  is  produced  until  it  reacbea  tbe 


ly  Google 


736 

barer.  That  potential  can  be  turned  Into  realftr  by  a  ajtMm  of  maricetlns  acna- 
ments.  Such  a  program  would  aeaare  a  supply  of  quality  grain  for  export  and 
allow  maxlmnni  marketing  flezibUity. 

6.  Eacb  regional  ahonld  abare  the  cost  of  dereloplng  and  operating'  tbe  exitort 
syetem  tbrougb  capital  contrtbntione.  Beglonal  sbarea  of  tbat  cost  aboald  be 
proportional  to  volnme  eziwrted.  Contrlbnttons  could  be  In  the  form  of  dtiact 
lnTe.9tme&t,  export  asset  transfers,  and  capital  accumulation  frwn  export  revenaft 

THK  mo  QUKsnon 

Producers  are  increasingly  looking  to  tbelr  cooperatives  to  take  the  leadeiahlp 
in  grain  exports.  It  ia  time  for  those  cooperatives  who  have  their  own  niche  in 
the  Industry  to  look  at  the  entire  picture.  Every  farmer  la  going  to  be  a  part  of 
a  grain  marketing  system.  It's  oidy  a  question  of  whether  It's  golns  to  be  hla 
own  cooperative  system  or  someone  else's.  Today  It  is  someone  else's. 

Mr.  JoNSS  of  Tennessee.  Mr.  Madigan,  do  you  have  any  questionst 

Mr.  Madigan.  No.  I  recognize  that  we  have  a  great  many  witnesses 
to  go,  Mr.  Chairman. 

But  I  would  like  to  ask  Mr.  Franklin  if  we  would  want  him  to  come 
to  hearings  subsequently,  in  Washington,  would  he  be  able  to  do  tliatf 

Mr.  FsANKUN.  Te8,air. 

Mr.  Madigan.  The  reference  you  made  to  several  cooperatives  going 
t<^ther  and  buying  this  half  interest  in  the  European  trading  finn 
may  be  something  that  we  would  want  to  explore  in  the  subcommittee 
hearings,  just  to  see  why  other  things  contamed  in  this  bill  are  neces- 
sary, it  you  have  options  like  that  available  to  you. 

The  <mly  question  is  whether  or  not  you  would  be  available  in  the 
future. 

Mr.  Franklin.  Congressman  Madigan,  the  closing  for  that  venture, 
in  acquiring  this  firm,  is  scheduled  for  November  80, 1979. 

I  would  be  more  than  pleased  at  any  time  it  can  fit  my  schedule — 
and  I  would  be  willing  to  alter  it  if  possible — to  go  anyplace  on  the 
hearing. 

Mr.  Madigan.  Thank  you  very  mnch. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Franklin. 

And  we  will  expect  you  to  be  responsible  for  providing  those  rtudies 
tolls. 

Mr.  Fbanelin.  I  wilt  see  that  they  are  mailed  the  first  of  the  week. 

Mr.  .ToNBs  of  TennepFee.  You  are  excused  for  the  rest  of  ^e  day. 

Mr.  Fbankun.  Thank  you. 

Mr.  JoNXS  of  Tennessee.  Thank  you. 

Mr.  Wayne  Seaman  of  the  West  Central  Cooperative  in  Balston, 
Iowa. 

statekeht  of  watite  seakait,  gereeal  kasaose,  west 
cehtral  coofebahts 

Mr.  Sbakan.  Thank  you. 

Mr.  Chairman,  Congressman  Madigan,  my  name  is  Wayne  Seaman. 

I  am  general  manager  of  West  Central  Cooperative  of  RaJston, 
Iowa. 

Ralston  is  a  farming  community  located  in  West  Central  Iowa,  with 
a  populace  of  90  people. 

West  Central  is  owned  by  3,200  farmers  and  operates  over  a  terri- 
tory 120  miles  east  to  west  and  about  40  miles  north  to  sonth. 
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This  year  we  will  purchase,  store,  c<»i<liti<m,  and  market  approxi* 
matel;  20  million  bushels  of  grain. 

I've  worked  for  this  cooperative  for  23  years  and  I'm  a  native  of  the 
commmiity. 

I  went  to  work  for  the  cooperative  when  I  left  the  family  fann,  and 
my  brother  stiil  farms  the  home  place. 

I  deal  directiy  with  farmers  every  day.  This  is  my  life  and  this  is 
my  career. 

The  board  of  directors  for  West  Central  Cooperative  is  ctMnposed 
completely  of  owner-operators. 

I  am  directly  accountable  to  the  board,  whid]  is  accountable  to  the 
members. 

This  involvement  with  farmers  and  the  grain  business  is  the  reason 
that  I  asked  to  testify  here  today.  Our  members  want  more  direct  ex- 
porting of  theiir  production. 

Every  year  more  and  more  questions  are  asked  at  our  annual  mem- 
berahip  meeting  about  exporting.  The  members  want  to  know  what 
we  are  doing  and  why  we  aren't  doing  more. 

The  answers  to  those  questions  form  the  basis  for  my  testimony  to- 
day, urging  your  support  and  passage  of  the  export  provisions  of  tiie 
Farm  Credit  Amendments  to  the  Farm  Credit  Act  of  1971. 

West  Central  Cooperative  has  attempted  direct  exporting  and  we 
want  to  do  more.  We  have  learned  first  hand  that  exporting  is  a  com- 
plex business  that  demands  a  high  level  of  expertise. 

It  would  be  too  costly  for  individual  local  cooperatives  to  hire  that 
expertise.  However,  we  can  work  together  and  hire  the  necessary  peo- 
ple through  our  regional  cooperatives. 

West  (>ntral  Cooperative  has  sold  soybeans  directly  to  Japanese 
buyers,  delivered  as  far  as  the  west  coast. 

In  addition,  we  have  attempted  direct  sales  to  Taiwan,  after  request 
of  representatives  of  that  country. 

We  learned  a  ^reat  deal  from  our  experience  with  Taiwan. 

After  their  invitation,  we  began  the  process  of  completing  the  pa- 
perwork necessary  in  export  trading. 

Much  of  the  difficulty  arose  from  the  sheer  complexity  of  this  paper- 
work. To  complicate  things  further,  we  were  forced  to  go  outside  of 
the  farm  credit  S}rstem  to  complete  the  financial  arrangements. 

The  banks  for  cooperatives  worked  closely  with  as  far  as  they  could, 
but  in  the  end  we  had  to  turn  to  a  lai^  commercial  bank  for  the  final 
arrangeraentSL 

The  commercial  bank  had  to  become  familiar  with  us  and  our  fi- 
nancial position  before  we  could  proceed.  This  took  additional  time 
that  would  have  not  been  necessairy  if  our  primary  lender,  the  bank 
for  cooperatives,  had  been  authorized  to  complete  the  transaction. 

To  summarize  our  experience,  we  were  invited  to  hid  by  Taiwan, 
and  spent  a  great  deal  of  time  on  the  paperwork  and  financial  arrange- 
ments to  submit  a  bid. 

When  we  arrived  in  Taiwan,  we  found  our  name  was  not  listed  on 
the  bid  ^eet,  wihich  was  d<Hninated  by  the  large  private  grain  tarading 
firms. 

In  reviewing  this  effort,  specifically  tJie  financial  transactions,  I  be- 
lieve two  elements  were  missing:  continuity  and  confidence  between 
ourselves  and  the  commercial  lender  involved. 
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The  lack  of  confidence  stemmed  from  the  fact  that  the  commercial 
lender  is  not  familiar  with  our  operations.  The  majority  of  our  finaQc- 
ing  comes  from  the  banks  for  cooperatives. 

We  are  an  owner  of  that  bajik  which  Congress  established  to  help 
improve  the  income  and  well  being  of  fanners  and  ranchers. 

As  direct  exporting  becomes  a  major  part  of  our  marketing  efforts 
on  behalf  of  our  farmers  and  rancher  members,  it  would  be  most  ad- 
vantageous for  our  farmer-owners  to  let  our  primary  lender,  the  banks 
for  cooperatives,  finance  those  export  transactions. 

Over  the  last  few  years,  we  have  been  visited  frequently  by  numerous 
foreign  agricultural  delegations.  They  are  very  aware  that  in  our 
part  of  Iowa  more  than  80  percent  of  the  grain  moving  off  the  farm 
originates  through  a  cooperative. 

They  also  realize  that  we  can  assure  them  A  top  quality  product  at 
&  fair  market  price. 

Foreign  buyers  are  increasing  their  contact  with  cooperatives.  We 
must  be  ready  to  take  advantage  of  those  direct  sales  opportunities. 

On  the  financial  side,  therefore,  we  want  the  banks  for  cooperatives 
prepared  to  expedite  the  paperwork  and  other  financial  arrangements. 
Because  they  are  familiar  with  our  financial  abilities  and  conditions, 
this  is  a  logical  step  for  the  banks  for  cooperatives. 

We  are  not  asking  them  to  get  involved  in  anything  that  doesn't 
benefit  us  directly. 

As  indicated,  the  primary  purpose  of  the  West  Central  Cooperative 
is  grain  marketing.  As  a  cooperative,  we  are  committed  to  doing  the 
best  possible  job  for  farmers,  and  that  means  maximizing  their  returns. 

Any  business  attempting  an  export  transaction  is  naturally  going 
to  want  to  work  as  closely  as  possible  with  their  primary  leniter  to 
secure  the  appropriate  financial  support. 

As  a  cooperative,  we  depend  on  the  banks  for  cooperatives  as  our 
primary  lender. 

We  believe  this  is  what  Congress  intends  for  their  banks  in  thw 
directive  to  the  Farm  Credit  System  to  extend  sound  and  ctmstructive 
credit  and  related  services  to  farmers,  ranchers,  and  l^eir  cooperatives. 

In  addition  to  export  financial  services,  we  expect  ihe  banks  for 
cooperatives  to  keep  pace  witJi  our  operations  in  other  ways  too. 

For  example,  the  transportation  industry  is  the  primary  foundation 
of  the  grain  merchandising  business.  The  transportation  industry  is 
built  on  lease  financing. 

Leases  give  cooperatives  more  flexibility  in  managing  their  opera- 
tions. Again,  we  feel  it  is  logical  to  establish  clear  authorization  for  the 
banks  for  cooperatives  to  work  with  borrowing  cooperatives  on  leaang 
programs. 

This  will  involve  transactions  with  third  parties,  but  as  the  legisla- 
ture indicates,  only  when  a  borrowing  cooperative  is  tiie  primary  bene- 
ficiary of  the  transaction. 

As  the  Farm  Credit  System  has  gotten  larger,  some  groups  have  be- 
come critical  of  various  aspects  of  their  operationa  I  am  satisfied  Uwt 
the  banks  for  cooperatives  have  grown  tmly  in  proportion  to  the  needs 
of  their  stockholders. 

As  long  as  we  own  the  hanks  and  elect  the  directors,  we  can  be  as- 
sured that  our  financial  needs  will  be  met. 
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I  urge  your  support  of  H.K.  4782. 

This  concludes  my  formal  remarks,  and  I  would  be  happy  to  answer 
questions. 

Mr.  JoNis  of  Tennessee.  Thank  you  very  much,  Mr.  Seaman,  for 
your  statement,  and  we  do  appreciate  your  being  here. 

Mr.  Brophy  is  the  next  witness,  and  he  will  be  followed  by  Mr. 
Harold  A.  Apel  of  Lincoln,  111. 

STATEHEHT  OF  SAH  BKOFET,  ASSISTAHT  VICE  PBESIOENT, 
AOBI-nrDUSTRIES 

Mr.  Bropht.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
am  Dan  Brophy,  assistant  vice  president  with  Agri-Industries,  the 
Ke^on  Grain  Marketing  Cooperative  for  Iowa,  he^quartered  in  Des 
Mouies. 

We  operate  primarily  in  Iowa,  with  some  membership  in  Minnesota 
and  Louisiana.  Our  membership  is  composed  of  350  local  cooperatives, 
which  are  owned  by  more  than  150,000  farmera 

During  1979  we  will  originate  more  than  280  million  bushels  of 
grain  from  our  membera  We  expect  to  exceed  300  million  bushels 
next  year. 

Our  350  cooperative  members  own  at  least  75  percent  of  the  elevator 
storage  and  grain  handling  capacity  in  Iowa. 

The  principal  business  purpose  of  Agri -Industries  is  to  provide  the 
membership  with  alternative  and  competitive  outlets  for  grain  origin- 
ated from  ttieir  farmer/owners. 

This  effort  to  provide  these  competitive  outlets  has  involved  us 
deeply  in  transportation  business,  Agri-Industries  now  leases  more 
than  2,000  hopper  cars  to  help  move  members'  grain.  We  also  own, 
along  with  six  other  regional  cooperatives,  a  share  in  Agri-Trans 
Corp.,  a  large  barge  line  operating  along  the  inland  waterways. 

I  have  worked  in  the  grain  business  for  more  than  6  years,  including 
5  years  with  Continental  Grain  Co.  in  St.  Louis  and  Chicago,  where 
I  was  a  member  of  the  Chicago  Board  of  Trade. 

I  managed  the  trading  and  origination  for  Continental's  export 
elevator  at  Norfolk,  Va.,  and  also  worked  on  the  export  com  trading 
desk  with  Continental  in  New  York. 

I  have  been  with  Agri-Industries  for  a  year  and  a  half,  responsible 
for  soybean  trading  and  managing  and  trading  and  operations  of  our 
Lake  Charles,  La,  export  facilities. 

Agri-Industries  sell  both  direct  to  foreign  buyers  and  to  other  ex- 
porters. We  own  about  35  percent  of  Farmers  Export  Co.,  the  largest 
cooperative-owned  and  the  fourth  largest  U.S.  exporter. 

About  15  percent  of  our  grain  moves  through  Farmers  Export 
facilities. 

Allow  me  to  come  directly  to  the  point  in  explaining  Agri- 
Industries'  support  for  the  legislation  before  you. 

First,  I  would  point  out  that  over  90  percent  of  our  operating 
Snancing  comes  from  the  banks  for  cooperatives  system. 

As  with  any  business,  Agri-Industries  is  concerned  that  its  financing 
requirements  and  day-to-day  operating  funds  come  from  a  banking 
source  that  knows  our  business  and  with  whom  we  have  had  a  long 
and  stable  relationship. 
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As  our  business  grows,  especially  into  exports  where  single  trans- 
actions miglit  involve  $10  to  $iW  million  and  where  m&rket  risks  to 
Agri- Industries  become  correspondingly  larger,  we  have  C4Miie  to 
depend  even  more  upon  a  long-standing  and  stable  banking 
relationship. 

Obviously,  we  have  this  type  of  relationship  with  the  banks  for 
cooperatives. 

We  have  every  reason  to  expect  a  greater  degree  of  service  and 
cooperation  from  the  banks  for  cooperatives  than  we  would  expect 
fr(Hn  any  other  banking  source.  We  feel  there  is  a  legitimate  place  for 
the  banks  for  cooperatives  in  hnancing  our  expoitmg  activities,  and 
we  are  strongly  in  favor  of  this  enabling  legislation  for  that  reason. 

Second,  this  legislation  would  pei-mit  the  banks  for  coopei-ativcs  to 
participate  as  an  equity  lender  in  certain  transactions  involving  direct 
benefits  to  its  cooperative  borrowers. 

We  at  Agri- Industries  see  an  immediate  and  significant  benefit  to 
the  entire  cooperative  system  from  this  provision  of  the  legislation. 

In  the  past,  for  instance,  our  long-term  hnancing  commitments  on 
rail  car  leases  have  come  from  sources  outside  the  cooperative  system. 
Inherently,  we  have  had  no  objection  to  turning  to  tliese  sources. 

However,  two  problems  have  continually  arisen  in  these  transac- 
tions which  have  not  turned  to  our  good. 

First,  we  have  encountered  inordinate  delays  in  completing  the 
transactions  as  our  equity  lenders,  who  are  uniamiliar  with  cooper- 
atives, spent  needless  and  endless  weeks  familiarizing  themselves 
with  agri-industries  and  our  business. 

More  than  once,  the  direct  I'esult  has  been  tlie  financing  was  ar- 
ranged later  than  planned  at  more  costly  rates. 

Had  we  been  able  to  turn  to  the  Banks  for  Cooperatives  as  an  al- 
ternative source  of  Hnancing,  we  know  delays  would  have  been 
minimal.  To  be  frank,  I  would  compare  our  situation  in  these  deals 
with  the  situation  of  anyone  here  today  who  tried  to  borrow  money 
for  a  new  car  from  the  bank  in  the  next  town  instead  of  from  tlie 
bank  next  door  who  you  have  been  doing  business  with  for  80  yeaiB. 

The  second  problem  in  these  equity  transactions,  obviously,  has 
been  that  we  have  not  been  able  to  turn  to  another  lender,  in  this 
case  our  own  banker,  for  a  competitive  rate  quote,  and  thus  we  have 
been  excluded  from  even  attempting  to  arrange  financing  through  a 
large  sector  of  the  national  banking  community. 

The  goal  of  my  company,  like  any  ousiness,  is  to  maximize  returns 
to  our  owners,  in  this  case  150,000  farmers  in  key  agricultural  pro- 
ducing areas  of  this  country. 

The  entire  cooperative  system  is  integrated  in  such  a  way  as  to  en- 
courage every  cooperative  to  do  business  with  fellow  cooperatives. 

This  integration,  logically,  should  extend  to  the  banking  sector, 

garticularly  because  the  cooperative  borrowers  from  tlie  &nk  for 
ooperatives  own  their  lender.  The  management  of  my  company 
strongly  feels  that  there  should  be  as  few  legislative  impediments  as 
possible  which  hinder  cooperatives  doing  business  with  one  an(ri;her; 
and,  as  I  have  pointed  out,  we  feel  this  is  doubly  important  in  the 
area  of  export  hnancing  and  equity  lending. 

It  is  for  these  reasons  we  ask  for  approval  of  H.R.  478S. 
I  would  be  happy  to  answer  any  questions  you  might  have. 
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Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Brophy,  for 
a  good  statement,  and  we  do  appreciate  your  presence  here. 

1  am  going  to  yield  at  this  point  to  my  colleague,  Mr.  Madigan,  in 
whom's  district  we  are,  for  the  purpose  of  an  introduction. 

Mr.  Madioan.  Mr.  Chairman,  Harold  Apel,  like  several  other  peo- 
ple in  this  room,  have  been  very  good  friends  of  mine. 

Harold  is  responsible  for  me  being  a  cosponsor  of  tliis  bill. 

He  came  to  my  office  in  Lincoln  some  time  ago  and  said  the  farm 
credit  system  had  this  little  bill  with  these  few  amendments  that 
he  wanted  me  to  oosponsor.  And  I  did. 

But  now  we  are  out  here  trying  to  get  all  of  you  to  tell  us  how  to 
answer  the  questions  that  are  coming  up  in  the  Capitol  about  these  28 
dilferent  provisions,  so  we  certainly  appreciate  you  and  all  the  other 
witnesses  coming  here  this  morning. 

STATEHEHT  OJ  HASOLD  A  APEL,  LIHCOLN,  HL. 

Mr.  Afeu  Thank  you. 

Hon.  Edward  Madigan,  I  appreciate  those  comments,  and  you  just 
beat  me  to  the  draw.  We  haven  t  said  good  morning  yet. 

We  both  were  bom  and  raised  in  Logan  County  and  grew  up  there 
in  kind  of  a  hard-working  way. 

I  would  have  to  say  ICdward  grev  from  the  ground  up,  the  same  as 
I  did. 

We  both  had  to  work  hard  for  where  we  are  today. 

He  represented  us  in  Springfield  in  the  House  of  Representatives 
for  a  number  of  years,  where  1  felt  he  did  very  well  for  all  of  us,  not 
only  the  farmers,  but  he  represented  the  people. 

They  are  the  kind  of  people  we  like  to  see  in  Springfield  and 
Washington.  We  feel  he  is  domg  the  same  thing  there  today- 
He  started  as  a  tazicab  operator  in  IJncoln,  and  worked  oard.  Hia 
father  was  behind  him.  He  was  in  politics  also.  The  two  together  put 
together  a  real  good  team. 

He  is  the  only  one  operating  in  this  team  now,  and  I  feel  he  is  doing 
a  good  job  for  tne  citizens  of  this  district. 

Mr.  Madioan.  Can  I  make  sure  that  everybody  from  the  press  got 
that  down ! 

Mr.  Afel.  I  am  sony  to  take  up  the  extra  time,  but  I  couldnt  help 
but  mention  it. 

And  it  is  indeed  a  pleasure  to  have  Bepresentative  J(me8  here  in 
this  district  also. 

So,  with  those  comments,  I  will  try  to  make  a  few  of  my  own  BS  a 
farmery  and  also  as  vice  chairman  of  the  Federal  Land  Bank  Asso- 
ciation of  Springfield-Lincoln. 

I  appreciate  uiis  opportunity  to  express  my  views  concerning  H.B. 
4782,  the  Farm  Credit  Act  Amendments  of  1979. 

I  live  on  an  880-acre  farm,  which  we  own,  with  my  wife,  Rosemary 
and  four  children,  in  Logan  County,  HI. 

We  started  fanning  in  1944  on  a  180-acre  rented  farm. 

We  purchased  our  first  180-acre  farm  in  1947.  That  was  when  we 
first  became  acquainted  with  the  Federal  land  bank,  and  had  loans 
continuously  with  them  since  1947. 

The  Federal  Land  Bank  of  the  Sixth  Farm  Credit  District  in  1947 
had  $83  million  in  loans  outstanding  and,  of  that  amount,  $10  million 
was  loaned  in  new  money  tiiat  year. 
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As  of  1978,  the  Federal  land  bank  had  $2.7  billion  in  loans  out- 
standing, of  which  $595  million  was  new  money  loaned  in   1978. 
All  the  bank's  loan  officers  that  we  have  dealt  with  on  loans  for  land 
have  kept  our  farming  business  on  a  safe  and  sound  financial  basis. 
We  have  grown  in  size  and  volume  because  of  the  good  loans  from 
the  Federal  land  bai^. 

The  Farm  Credit  Act  was  passed  in  1916  and  you  can  see  the  bene- 
fits the  farmers  have  had  from  this  piece  of  legislation.  It  has  helped 
the  economic  growth  of  our  country. 

There  are  some  good  points  of  the  Federal  land  bank  system  I 
would  like  to  stress. 

It  had  the  money  available  to  farmers  for  loans  when  they  needed 
it. 

Since  1944,  the  farmers  have  owned  all  the  stock  of  the  bank,  and 
since  that  time  it  has  not  cost  the  tax  payers  1  cent.  That  is  important 
to  rem^nber. 
We  believe  it  has  preserved  the  family  farm. 

The  Federal  land  bank  has  made  sound  loans  through  the  years 
with  very  few  foreclosures,  always  giving  the  farmer  several  chances 
to  recover. 

The  Federal  land  bank  board  of  directors  are  all  farmen,  the 
people  who  know  what  farmers'  money  needs  are. 

Although  I  am  a  director  of  a  federal  land  bank  association,  I 
appear  here  in  my  capacity  as  a  farmer,  to  urge  your  support  toward 
the  passage  of  this  legislation. 

As  a  director,  I  am  willing  to  support  legislation  that  will  help  the 
fanning  business.  I  would  lue  to  focus  attention  on  a  couple  of  items 
in  this  bill  which  I  believe  are  particularly  important : 

I  am  concerned  about  a  possible  decrease  in  the  opportunity  for 
land  banks  to  service  the  credit  needs  of  young  farmers  and  the  lack 
of  authoritv  for  the  banks  for  cooperatives  to  finance  the  exporting 
activities  of  farm  cooperatives. 

The  first  concern  relates  to  the  continuity  of  agriculture  in  the 
future. 
The  second  relates  to  the  stability  of  commodity  prices. 
The  Federal  land  banks  finance  young  fanners  through  a  co- 
ordinated land  program  with  Farmers  Home  Administration,  be- 
cause the  credit  needs  of  voung  farmers  generally  exceed  the  loan 
authorities  of  Federal  land  banks,  which  are  limited  to  86  percent 
of  the  appraised  value  of  the  security. 

These  coordinated  loans  involve  the  Federal  land  bank  fumish- 
ing  a  part  of  the  credit  needs  and  Farmers  Home  Administration 
furnishing  the  remainder  under  its  direct  lending  authority. 
.  However,  it  is  my  understanding  that  Farmers  Home  Administra- 
tion will  be  placing  greater  reliance  on  its  guaranteed  loan  proerani 
in  the  future.  ^ 

With  the  guaranteed  loan  program,  the  private  lender  has  to  furn- 
ish the  full  credit  need.  These  needs  will  generally  exceed  Federal 
land  bank  loan  authonty,  thereby  eliminating  land  bank  asmsUnoe 
to  young  fanners. 

I  strongly  support  the  elimination  of  the  8S-petcent  loan  limiUtion 
where  there  is  a  goyemmenUl  guarantee,  because  1  believe  Federal 
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land  banks  should  have  the  opportunity  to  service  the  credit  needs  of 
young  farmers.  But,  even  more,  1  believe  that  the  young  farmer  should 
have  the  advantages  that  come  with  a  Federal  land  bank  loan. 

Most  importantly,  they  get  the  benefit  of  the  expertise  of  the  land 
bank  system  in  deabng  with  long-term  loans. 

And,  second,  they  get  the  sensitive  and  responsive  loan  servicing 
which  yoimg  fannei-s  may  need  in  periods  of  economic  stress  a^ 
adversity. 

One  could  argue  that  these  loans  are  more  risky,  but  we  have  had 
no  more  foreclosures  with  young  farmers  than  we  do  with  the  older 
farmera 

I  believe  that  the  advantages  of  encouraging  a  new  generation  of 
farmers  far  outweigh  the  risks. 

Another  part  of  the  legislative  package  which  I  strongly  support 
is  that  legislative  amendment  which  would  authorize  the  bank  for 
cooperatives  to  engage  in  international  financing  activities  on  behalf 
of  U.S.  farm  cooperatives  engaged  in  international  trade. 

This  would  fill  in  a  gap  in  the  service  that  the  bank  for  cooperatives 
can  provide  which  currently  is  limited  to  financing  the  movement  of 
commodities  to  the  American  ports. 

We,  in  the  United  States  need  cooperative  banks  for  overseas  ship- 
ments. Canada,  GJermany,  and  Australia  have  cooperative  banks  for 
this  purpose. 

At  the  present  time,  cooperative  grain  elevators  only  ship  7  percent 
of  all  gram  that  leaves  this  country. 

As  a  farmer,  what  I  receive  for  my  crop  is  dependent  on  foreign 
markets  as  well  as  the  home  market.  I  believe  that  since  the  America 
farmer  is  so  dependent  on  foreign  markets,  the  American  farmer 
should  have  greater  contact  with  those  foreign  markets. 

This  is  best  achieved  through  the  American  farmers'  cooperative 
organizations. 

I  believe  the  bank  for  cooperatives  should  not  only  be  able  to 
finance  the  movement  of  commodities  intended  for  international  trade 
to  the  American  ports,  but  also  overseas.  This  is  merely  a  logical  ex- 
tension of  authorities  the  bank  for  cooperatives  already  has,  and  al- 
lows the  American  farmer  to  have  a  greater  say  in  the  movement  of 
1  Its  produce  into  international  trade. 

I  do  know  the  impact  the  foreign  markets  have  on  my  prices,  and  I 
filso  know  that  working  through  cooperatives  has  always  been  im- 
portant to  my  own  welfare  as  &  farmer. 

I  am  convinced  that  more  direct  farmer  contact  with  international 
trade  through  his  own  cooperative  would  benefit  both  the  Anierican 
farmer  and  the  public  in  general.  The  American  farmers'  income 
sliould  be  higher  through  foreign  trade  and  the  general  public  could 
gain  from  the  favorable  impact  such  trade  has  on  our  balance-of-pay- 
ment  problem.  ,  ■     i   j  a  ■ 

Although  T  have  specifically  mentioned  only  two  items  includedin 
the  present  legislative  package,  I  fully  support  the  full  legislative 
package,  because  T  believe  it  fills  some  areas  in  which  expertise  has 
shown  the  Farm  Credit  Act  of  1971  to  be  deficient. 

I  would  also  like  to  make  some  brief  comments  on  an  issue  that  is 
not  part  of  the  le^slative  package,  but  which  is  surfacing  because 
of  the  influence  of  outside  sources;  namely,  the  insurance  industry. 
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I  understand  that  some  attempt  is  bein^  made  b;  the  insuruia 
industry  to  limit  the  activities  of  farm  credit  institutions  in  this  area. 
I  want  to  go  on  record  as  being  opposed  to  an;  such  attempt  to  change 
the  current  authorities  of  the  farm  credit  system  in  this  an*  and  to 
urge  that  the  members  of  this  subcommittee  ought  to  oppose  any  such 
attempt. 

The  current  insurance  activities  of  farm  credit  institutioiis  in  the 
Sixth  Farm  Credit  District  are  limited  to  the  Federal  land  bank  of- 
fering mortgage  life  insurance  and  disability  income  insurance  and  the 
Production  Credit  Associations  offering  credit  life  insuranc:e,  disabil- 
ity income  insurance,  crop  hail  insurance  and,  in  only  a  few  assoda- 
lions,  property  insurance.  These  programs  have  been  offered  becsuse 
there  has  been  a  demonstrated  need  in  these  areas.  As  a  matter  of 
fact,  the  Farm  Credit  Administration  regulations  require  a  spedfic 
finding  that  there  is  a  need  for  the  service  before  it  can  be  offered. 
Through  the  years,  farmers  have  been  notoriously  underinsured  and 
these  programs  are  designed  to  give  them  an  opportunity  to  conect 
any  imbalance  that  might  exist.  These  programs  are  merely  a  minor 
part  of  the  operation  ot  the  Farm  Credit  institutions  and  are  offered 
to  the  borrowers  as  an  additional  service.  All  of  the  insurance  pro- 
grams are  in  some  way  loan-related.  It  appears  to  me  that  any  attacks 
by  the  insurance  industry  on  the  authorities  of  the  farm  credit  in- 
stitutions constitute  an  attempt  to  limit  competition  in  this  area. 
Whatever  competition  farm  credit  institutions  are  able  to  create 
should  spur  the  insurance  industry  to  do  a  better  job  in  serrinff  Amer- 
ican farmers'  insurance  needs.  It  appears  to  me  that  stimulating  com- 
petition would  have  a  much  more  beneficial  effect  than  trying  to  limit 
It  by  removing  the  farm  credit  institutions'  authorities  to  ^er  theao 
types  of  services,  even  in  their  quite  limited  way. 

I  support  the  removal  of  the  85-percent  limitation  when  making 
guaranteed  loans.  The  reason  why  I  say  this,  I  have  seen  it  in  onr  own 
associations,  these  young  farmers  have  these  guaranteed  loans,  and 
we  have  never  had  a  foreclosure  in  our  association. 

And  we  feel  we  should  give  these  young  fanners  a  chance. 

And,  also,  it  has  happened  in  my  own  personal  family. 

I  have  three  schis,  and  two  of  them  have  bou^t  their  first  tract  of 
land. 

One  was  out  of  college  2  years,  and  the  other  one  was  in  collie, 
graduating  the  year  they  purchased  this  land. 

But  their  father  happened  to  be  in  the  FmHA  at  this  time.  I  sap- 
ported  them  with  no  money. 

And,  in  this  past  6  years,  one  of  them  has  repaid  all  the  numey, 
and  the  other  one  is  on  t)ie  way  to  repaying  about  three-fourths. 

These  young  farmers  have  a  better  education  than  I  have  to  go  out 
into  the  world  and  to  know  what  to  do  in  the  times  we  are  living  in. 
And  I  feel  we  should  give  these  young  farmers  an  opportunity  to  do 
these  things,  even  though  the  law  says  we  can  only  go  to  85  percent 
at  the  present  time. 

So  I  support  that  we  eliminate  this  8S  percent,  becaaae  our  records 
have  shown,  and  they  are  clean,  that  we  have  gotten  no  young  fumei 
in  trouble  doing  these  things,  in  making  these  loans. 

And,  in  conclusion,  we  need  the  bank  for  cooperatives  to  make  lowis 
for  exporting  commodities. 
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I  oppose  the  efforts  of  the  insurance  industry  to  limit  the  Fann 
Credit  Institution  from  selling  insurance  to  stockholders. 

Thank  you  for  letting  me  m&e  these  comments  as  a  farmer  and  also 
as  a  stockholder  of  the  Federal  Land  Bank  Association. 

Mr.  Jones  of  Trauiessee.  Thank  you  very  much,  Mr.  Apel. 

It  was  a  very  good  statement,  and  I  want  to  say  this,  since  we  are 
talking  about  your  Congressman  and  my  colleague,  Ed  Madigan. 

I  don't  have  to  tell  you  or  anybody  else  here,  he  is  doing  a  real  job 
in  Washington  for  agriculture. 

The  Sumnnunittee  on  Conservation  and  Credit  never  meets  but 
what  he  is  there.  He  is  the  most  dependable  member  of  the  subcom- 
mittee— other  than  the  chairman — uiat  we  have  <hi  the  aubccMmnittee 

I  believe  you  will  agree  with  that. 

But  I'm  delighted  to  have  been  out  here  several  times  with  him. 

He  has  also  been  in  my  district,  and  we  have  worked  very  closely  on  a 
Qiimber  of  issues  that  pertained  to  farm  people. 

And  eve^body  in  this  room  probably  knows  he  belongs  to  one  party 
and  I  another,  but  that  has  nothing  to  do  with  our  attitude  toward 
what  fann  people  need. 

Mr.  Apel.  Thank  you,  Bepresentative  Jones,  and  we  are  glad  to  hear 
that 

I  have  never  been  to  Washington,  D.C.,  myself.  My  wife  and  I  have 
talked  about  coming  out  there,  but  we  have  never  made  it  yet. 

But  we  have  worked  hard  to  get  Mr.  Madigan  into  Wa^ington,  and 
I  feel  sure  the  words  you  said  are  true. 

My  daughter  and  his  daughter  campaigned  in  the  last  election,  and 
they  worked  hard. 

And  we  appreciate  that  he  is  out  there.  And  we  feel  sure  he  is  doing 
a  good  job  for  us. 

Thank  you. 

Mr,  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Apel. 

Our  next  witness  is  Bobin  D.  Luunan  of  Franklin  Grove,  HI.  Mr. 
Lnhman,  you  mayproceed. 

Mr.  Lahman.  Thank  you,  Mr.  Jones. 

I  have  brought  a  statement  from  two  other  people  who  were  not  able 
to  be  here. 

Both  of  them  served  as  district  directors  of  the  Sixth  Farm  Credit 
District  in  St.  Louis ;  Glenn  Webb  and  Hilmer  Albrecht,  who  is  chair- 
man of  the  Central  Bank  of  Co-ops. 

I  will  summarize  and  file  my  prepared  statement  with  these  two 
statements  for  the  record. 

Mr.  Jones  of  Tennessee.  All  right. 

Without  objection,  they  will  be  placed  in  the  record  after  your 
summation. 

Mr.  Lahman.  Fine.  Thank  you. 

STATEHERT  OF  KOBIN  LAHUAIT,  TRAJIKLZN  OBOTE,  ILL. 

Mr.  Lahman.  Now,  I  am  Bobin  Lahman  from  Franklin  Grove,  HI. 
That  is  up  in  Lee  County. 

Mr.  Jones,  I  think  you  should  be  aware  that  there  is  more  to  Illinois 
than  Mr.  Madipan's  area,  that  we  are  up  there  in  God's  country,  where 
the  ground  is  white  this  morning  and  the  com  isnt  picked. 
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Mr.  JoKBB  of  Tennessee.  Mr.  Lahman,  I  am  aware  of  the  fact  that 
Illinois  is  a  great  agricultural  State,  great  in  many,  many  ways. 

Mr.  Lahuan.  Thank  you. 

I  certainly  appreciate  this  opportunity  to  give  my  views  on  H^ 
4782,  the  Farm  Credit  Act  Amendments  of  1979. 

I  am  a  farmer  and  a  user  of  the  farm  credit  system.  I  guess  yoa 
would  say  I  am  a  debtor,  as  most  of  us  in  this  room  are  who  are  associ- 
ated  with  the  farm  credit  system. 

A  year  ago  I  was  elected  to  the  Sixth  Farm  Credit  District  Board 
of  St.  Louis,  representing  the  production  credit  system. 

I  think  that  we  are  all  aware  of  that  Credit  Act  of  1971  which  made 
great  strides  in  our  credit  system.  However,  with  the  dynamic  changes 
that  have  taken  place  in  agriculture,  we  feel  that  at  this  time  there  are 
some  improvements  that  are  needed  and  we  hope  that  the  Farm  Credit 
Act  Amendment  of  1979  will  give  these  improvements. 

1  think  you  are  well  aware  that  this  is  not  a  complete  overhaul  of 
the  system,  but  an  updating  of  it  so  it  will  be  more  efficient  and  a  better 
system,  because  of  the  changes  in  farmers'  needs. 

I  think  that  it  is  well  to  point  out  that  there  is  no  Federal  money 
involved  in  the  farm  credit  system  anywhere,  and  these  28  amend- 
ments that  you  are  looking  at  will  not  cost  the  American  taxpayer  any 
money. 

And  I  want  you  to  know  that  I  support  fully  the  Farm  Credit  Act 
Amendments  of  1979;  however,  I  would  like  to  specifically  address 
myself  to  just  one  portion  of  this  act,  and  that  is  the  area  that  would 
allow  PCA's  and  the  Federal  land  bank  to  finance  processing  and 
marketing  activities  as  they  relate  to  farm  operations. 

Under  the  present  authority,  borrowers  are  expanding  into  market- 
ing and  processing  for  their  neighbors  and  themselves  to  have  other 
sources  of  financing,  and  this  results  in  split  financing,  which  all  of  us 
are  aware  is  not  good  for  either  the  lender  or  the  borrower. 

Sufficient  financing  should  be  provided  for  processing  and  market- 
ing activities  to  allow  farmers  to  construct  efficient  facilities,  and  this 
often  means  that  they  will  overbuild,  that  they  will  build  more  than 
they  actually  need  for  themselves. 

But  under  the  persent  law,  they  are  not  able  to  finance  this  through 
the  PCA  and  land  bank  systems,  if  it  is  over  and  above  their  own 
production. 

Mr.  Madigan,  last  Saturday  I  was  trying  to  get  to  Cerro  Gordo, 
and  I  got  off  Highway  74  at  Le  Roy,  and  I  wandered  through  the 
country. 

I  don't  think  you  can  get  there  from  Le  Roy,  but  I  went  down  some 
cowpaths  that  in  Lee  County  would  be  gravel,  but  in  your  district  they 
arc  blacktopped.  And  I  want  to  commend  you  on  that. 

Mr.  Madioan.  That  is  prompt  payment  of  taxes. 

Mr.  Lahman.  But  I  was  very  impressed,  as  I  drove  through  that 
very  rich  agricultural  area,  of  the  new  facilities  that  have  been  con- 
structed, primarily  for  farm  storage,  and  I  imagine  many  of  these  are 
to  a  greater  extent  than  just  for  farm  use.  _ 

I  am  sure  he  is  storing  some  grain  and  marketing  some  grain  for 
some  of  his  neighbors.  And  this  is  a  provision  of  the  bill  that  we  would 
like  to  have  chuiged. 
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And  I  want  to  share  with  you  an  example  of  what  happened  to  me 
as  a  borrower  of  the  production  credit  system  a  number  of  years  ago. 

We  were  involved,  as  a  sideline,  in  a  feed  and  fertilizer  business, 
and  we  wantfid  to  expand  our  on-farm  storage  facility  but  make  it 
big  enough  to  provide  storage  for  our  neighlwrs  and  customers,  and 
also  to  build  feed  mill  processing. 

I  went  to  my  local  production  credit,  and  they  said,  "No,  this  won't 
be  possible  because  this  is  bordered  on  commercialism." 

And  so  then,  conseijuently,  I  had  to  go  out  to  other  sources. 

And  this  is  a  provision  of  the  bill  that  we  feel  is  vitally  important. 

And  I  think,  as  you  look  at  the  specialized  agriculture  that  we  are 
having — vegetable  crops,  livestock  production  and  all  the  various 
crops — that  this  is  a  very,  very  vitaf  area.  And  I  hope  that  you  will 
look  favorably  at  this. 

And  I  think  you  are  aware  that  the  district  farm  credit  boards 
will  have  control  of  the  put-through.  In  other  words,  it  is  goin^  to 
be  farmers  who  are  going  to  build  these  marketing  and  processing 
facilities,  and  the  district  boards  will  control  what  the  throughput 
has  to  be  from  the  individual  members. 

The  export  issue  lias  been  touched  on  quite  well,  and  I  don't  think 
I  need  to  mention  that  any  further,  but  as  an  Illinois  farmer,  where 
so  much  of  our  crops  are  exported,  I  am  vitally  interested  in  that  area. 

Now,  I  think  I  would  like  to  mention  an  area  that  is  not  part  of 
the  amendment.  It  is  an  area  that  Mr.  Jones  may  not  react  favorably 
to,  but  I  want  to,  at  least,  express  my  feelings. 

And  that  is  on  the  area  of  maturity  of  production  credit  loans. 

There  has  been  a  movement  indicating  a  desire  to  extend  interme- 
diate term  loans  to  a  period  of  10  years. 

As  a  farmer.  PCA  board  member,  I  have  seen  many  items  that 
have  a  useful  life  of  much  more  than  7  years  be  financed  through 
production  credit,  and  the  farmers  were  able  to  work  out  a  satis- 
factory system  of  getting  this  financing. 

So  I  would  encourage  that  we  don't  change  this,  that  we  stick  with 
our  7-year  maturity  at  this  time,  and  if  we  need  longer  terms,  use  the 
land  bank  for  those. 

Let  me  say  again,  I  support  the  Farm  Credit  Act  of  1979  in  its 
entirety.  Tliese  amendments  will  strengthen  the  Farm  Credit  System. 

And  changes  in  these  amendments  by  special  interest  groups  would 
only  serve  to  erode  the  strength  of  the  amendments  and  not  be  in 
the  best  interests  of  the  American  farmer. 

Remember  that  the  impact  of  these  amendments  will  not  cost  the 
taxpayer  any  money,  but  will  help  the  American  family  farmer  do  a 
better  job  of  feeding  the  world. 

Thank  you  for  letting  me  share  my  views. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Lahman.  We 
appreciate  your  remarks  and  we  will  note  very  much  what  you  said. 

[The  prepared  statements  of  Mr.  Lahmari,  Mr.  Webb,  and  Mr. 
Albrecht  follow :] 
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F»K  OBOT  Kt  MBOenS  CT  1579 
CXWFUSI,   nUNOIS 
a  10,  1979 


He.  CbalxuBa  and  ■"fpi^ir''"  of  On  StAxxxoBlttM,  I  ao  RcUn  D,  Ttilwi.  >  faiair 
£EiXi  Ptsiklln  a»ve,  lUimlj.     I  on  alao  a  nufaa:  of  tte  Board  of  Uzaeteca 
of  ma  Sixth  FBnn  Cndlt  Ustzlct,  vhici)  Includea  Arkaaaas,  Tn4nn<«  Bid 
Hiaaourl.     I  afimclata  tMs  ocporttnit?  to  giva  i^  vIm  ontwamlng  BR  47B2, 
tbe  Fam  Qndlt  Act  AMntaects  of  U79. 

I  m  hactt  tod^  in  m/  rola  ■■  a  fomar  and  as  a  ""''—•  and  uaar  of  tla  Faoi 
Cradit  iywUm.    Aa  a  famar,  I  tacnyilaa  tbat  the  availability  of  ondlt  im 
oaamtlal  to  oDdam  faonlitg  qp^ntlina  «ud  that  tha  banica  viltJtln  Om  FaiB 
Cradit  ayatan  haw  oonaistantly  [oxwldad  tUla  cxadlt  awdlablllty  to  Om 
fam  ce^Biilty  and  aipaclAlly  tthan  otfaac  a«dlt  aouEasa  ban  drlad  19.    Al- 
though Om  Fans  Cradlt  Act  of  1971  noda  gnat  atrldaa  in  enating  ttaa  timm- 
wck  naoa— ly  to  fulfill  tha  cndlt  oaada  of  faanara,  I  baliaw  ttwt  Om 
Pam  Ondit  /ct  taaadants  of  1979  will  furUnr  atnngthn  nd  l^pcov*  caiadit 
srailabllity  Ecc  daaarving  faaHca.     It  ^wuld  ba  atraaaad  that  tjw  tax^juaad 
laglslaticn  ia  not  a  co^ilAte  omrhaul  of  the  Fbisb  Cradit  ayat^t  bot  is 
naraly  ai  updating  of  tha  aystop  to  onat  ^hm  c^iBigitiig  cndlt  aaada  o£  fanaES 
in  a  ^^MKic  agElcultucal  aocncaiy.     Ttia  Fbso  Cradit  Act  ftianftianta  of  1979 
asa  naoaaaaty  ia  cedar  to  Inauxv  chat  wj^^^^^'*^^   Ifrndiftj  hMps  paoa  i4Ltlt 
tha  gnwinq  naada  of  faman  and  thair  coc]|MiBtlv«a.     I'a  wra  yon  all  ara 
BHaia  that  tfaata  haa  baai  no  FedaiBl  naiay  In  our  aocpacativi  ccadit  ayatai 
for  mm  thm  10  yaara.     And  fimbnocm,  ncna  of  tlM  2B  —iJnMttJ  will 
laqulxa  mxf  ywauwrt  nanay. 

Althou^  I  mtC90t±  tha  raxm  Cradit  Act  JnandDnta  of  1979  in  thalr  antivatr,  X 
will  ba  ^aaklag  today  prlmzily  on  tfwt  portim  wliicii  will  aUcw  ftotactlcn 
Oadlt  kaaodaticxia  and  Urn  Padaral  Land  Bank  SyatMi  bo  fliiBK:a  iiimwatiij  wd 
■ukating  activitiaa  diroctly  ralatad  to  fam  Cfiaraticna.    Ihla  wold  "■'»"i 
Ki  i^icnant  cradit  naad  la  ttaat  it  would  [cavlda  ^in"nrin7  to  faiaKK  uto  im- 
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sire  to  acquire  bntar  pcoossslng  and  natketli^  fnclHtie*.     Uider  the  eadst- 
Ing  authofity.  Pa  «td  Land  Bank  bcazmcra  ite  gncpanetert  into  E^ooesslng  and 
tmketlng  ao  ob  to  indude  the  pza6acta  of  their  neigMnTB  hod  to  i«ly  cxi  other 
sources  of  financing.     Itiia  ceaultad  In  aplit  finnxdng  tbid)  generally  is  not 
beat  for  either  the  ixaxamr  or  tbe  lender.     Ttw  cuEzent  lading  authcci^  pre- 
vsRta  the  ccnsolidaticn  of  audi  ccedlt  fcr  a  PCIl  or  Land  Bank  borxouer  involwd 
in  marketing  ani  pcocesaing  activities.     Becauee  farmers  are  Incraaalngly  In- 
volved in  aadi  activities,  it  la  ij^crtmt  to  taericKi  asiicultura  tltat  tills 
credit  iwed  be  fulfilled.     Hie  ptagcmea  MnandhMRt  will  pcovlde  the  authority 
to  naet  this  need  through  the  Fam  Cndit  Systai  Wildt  la  alnoet  mique  in  its 
prowQ  ability  to  provide  agrlmltural  oedit  In  the  lomta  needed  regatdlees 

5uf£icl«it  financing  mist  be  provided  for  the  proceseing  and  OBiiceting  activi- 
ti«s  of  Carmen  to  &llcw  tham  to  ccnstruct  effldsnt  faclUtlse.     Iliis  oftm 
meois  that  the  facilities  erected  nuot  hove  the  c^iaclty  bo  hmdle  fam  prod- 
ucts in  exoess  of  that  ^/hidx  the  fanner  ie  producing  ao  that  the  famer-bar" 
rawer  will  also  provide  nnrketing  and  EKoceaaing  for  naic^dxcli^  Caxners.     Let 
[He  use  nyself  as  si  exmpla  of  haw  this  maAima.t  fdc  sroossslng  and  naiketlj^ 
facilities  could  have  helped.     Several  yvara  ago  MS  built  a  grain  drying  facil- 
ity and  a  feed  prooeasing  facility.     It  wes  built  fco'  oy  uee  bub  hbb  cr  a  l^zge 
eno(^  Sdde  so  that  ve  stored  grain  and  processed  feed  for  our  nei^birB.     I 

venture.     If  this  modnait  In  the  1579  Faaa  Credit  Act  Ind  ben  law  mb  could 
ham  used  PCA  or  Federal  Uati  Bank  fmls  tat  the  flnmclng.     If  this  loan 
author!^  is  granted,  I  have  beai  assured  that  the  District  Fam  Credit  Boards 
inder  tbe  si^iervisicn  of  the  Farm  Credit  AitalnistrBtlcn,  vould  provide  guide- 
lines for  this  type  of  financing.     In  fact,  ue  have  already  made  preliminary 

The  io^crtanoe  of  farm  es^corts  not  only  to  Anerlcan  ^riculture  but  bo  tlM 
u.  s.  eccmrv  in  general  la,  I  bellvws  a  wall  isiderstood  and  gonaEal^  ae- 
cq>ted  fact.     To  this  Ulimis  farmer,  it  is  of  the  highest  infiortatoe  ml 

q  wtu^ii  can  reasoiobly  be  dene  to  mpand  or  to  make  the  export  progm 
3  feasible  is  deserving  of  the  sifport  of  this  ooniilbtee.     He  famers 
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Ehroogh  ttw  Baoki  for  CCcpnaCliM  ^tdeb  do  noc  ta<«  Ob  aMiKsi^  a 
gc—ML  l«w  topiavlila  tlw  full  tmgt  at  flnirlng  a 


granting  of  aULtiaial  loai  utlscltiaa  Id  tto  P«a  Oadlt  q^Btai  hL^  nanit 
In  ^^^i^nj  lotfk  fiKds  naadid  for  agdcoltssal  pvcdactlcn  bali^  dlv^Etad  IbId 

naiy  dac»dta  of  «ac)icl«nca  hn«  pcrnvt  ttat  tha  Ta^  rrmSit  Sgwb^  i»  tlM 
flnast  plaoa  of  f  Inmcial  tnchlnary  wcc  dm«lcped  for  ECovldiiig  loai  fiada 
to  agdeultuca.    I  baliara  thac  ow  aaticd  of  cfctatning  flnda,  lAlcb  Cinqcaaa 
iMW  ao  tdaaly  ptovUid,  will  nmtlii»  to  ba  rtila  to  pEovUta  cba  mxtag  dHcrv- 
Ing  faoara  naadi  mi  that  prooasalng  «id  aadnetlng  Oi^x  ac  olanad)  ara  aa 
lapaftt  In  gattlng  food  en  tiw  Uibla  aa  tha  r""**^*""  of  ^npa  cr  '*fr1nj 
of  Uvaatodc.    If  ua  do  gat  a  'aqueaze*,  aa  ««  did  briefly  In  ISGG,  I  « 
□cnf  idont  that  our  ayat^  haa  Uia  oaqsrlnoa  and  Mladtv  ti 
naiciAl  raaourcaa  wiaaly. 

I  wuld  alao  UIca  to  o 
part  of  tha  ram  Qradlt  Jtct  ItaM^Hita.     Spadfioally,  dlBcnaxLcna  Iwve  ba«i 
had  ccncBQili^  tlia  langtJi  of  tiis  tama  of  loaoa  T^^fc^^^  ijy  nnductloi  Qsdlt 
Aaaodaticna  to  psat  tJia  Intannadiata  tan  cradit  oaada  of  fan^ra.    Sma 
uculd  changa  praavit  lav  fzcai  tim  pgaaMt  aenMu  yaar  Uiitltstiai  to  tan  jiMia 
Itia  IntaoBBdlata  oadlt  naaJa  nat  ^  fooAKtlai  Oadit  Aaaoclatlata  oauaUy 
«ntail  loan*  aacund  by  ooUataral  ttilch  haa  a  dodhI  ll£a  avactn^  of  7 
yaaza  or  laaa.     I<^  am  ae^arianoa  aa  a  EoiBar  Pa  board  wmtmi:  baa  ban  tttft 
ttMae  altuatlczia  Involving  tha  finndnq  of  hMi^  pawduftioi  agiiUiil,  wlUi 
Icngar  uaaful  llv«a  can  ba  mdvd  dot  In  a  rfartirwl  My.    MditicnaUy,  Jnq 
tKB  crodlt  naada  biycnd  that  avalUEOa  txxm  FOa  on  ba  adaipiataly  aat  t^ 
tha  Padaral  land  Bsika.    I  aaa  no  naad  Cac  av  cbMiga  In  U»  Imi  In  tlda  c«- 
gard. 
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tttonticn  hM  alao  bwn  focuMd  en  tte  limarjwicm  nn)BBtliig  actlvltlM  of  aegaif 
Izatiow  within  the  Psm  Cdedlt  v*tai-    Hhm  liwuEnca  aervloaa  nor  twing 
pmrLdBd  vithin  the  Sixth  ?aiD  QMdlt  Uttrlct  ora  linltad  te  sltUBtiens  iilMre 
tbece  Is  a  pacific  finding  thst  -Uwca  la  «  bjiujiw.  naad  fee  sucti  mevIom. 

V^  a£B  dB£initely  loon  calAted,  i*«^^i'  pjw^-jfHpB^-ff^  i9  vtrlctjy  volmtuy* 
I  tm  oHare  of  attadcB  ty  inaucaica  pecpla  en  tinaa  Faaa  Ondit  pasgcmm.  It 
^ipears  to  na  that  t■^^*  la  o&Eely  a  aalf-flBEVljig  ji^  li^^  to  Hp^T  fT^lYlfli^^^^'^ 
aid  in  do  vay  liimcta  itself  ta  the  Inteceets  a£  the  pereme  aerved:  the  fam- 
ofa*  I  *f^iM  like  to  be  ^le  to  ^^Tij-irftiff  to  honra  a  fiypfli'^ir  i-i^i-v^j^  o^  ^'^^^fin^ 
atii«  Fam  Credit  9^et«n,  as  Omgreae  has  alxea^  pctiiriJad. 

b  closing,  I  would  ^(aln  liJce  to  stnas  tiiBt  I  at^put  the  FaiB  Ondit  Jk% 
Anadnenta  oC  1979  In  their  oitlxmv.    The  wwhMits  Eonvida  a  marna  b> 
atraigthcn  the  Fbisb  Oedit  systm.    A^  chwqee  to  Uwee  ^Hndtaenta  leaiill  lnj 
f nil  the  actlcna  of  t°^''  intuLeaL  groi^ie  mold  aene  <nly  to  erode  the 
Btmqth  of  the  —  «>wHa  «)d  w»Id  not  be  In  tbi  beet  Intenat  of  ABKlcm 
Canura.    Aleo,  I  would  again  like  to  stsaae  the  Iqpcctanoe  oC  that  porttoa 
of  the  aDentaeots  es^Bxlijig  the  Cinmcdiq  svallittila  fee  the  rr^tnaalnj  and 
maiteting  activities  of  Faiaers.     It  ia  ii^acbnt  ttw:  yai  to  r— Ler  tiist 
the  Eoactnnt  of  the  m»i>wiU  wilX  nob  c»st  Oe  AbkIcsi  tsj^^W^  "V 
TwfMy  but  'J*!!  h^ip  the  Jtaeddcm  fa&ily  ^^y^r**  do  a  |w*ff*r  j^  of  fsadijiQ 
the  world.     IlHaik  jcu  for  the  qapofHwIly  to  adqjwass  qr  vl«Ma  bsfive  tbts 
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of   the   Farm  Crt 


;   the  states    of   Arfc- 


I    serve   also  on    the   boards   of  directors   of   FS   Services,  I-nc,   a    regloi 

farm  supply   cooperative;    Illinois    Grain   Co.,   a   regional  grain  aarketli 

cooperative;    and   the    Illinois   Fruit   Growers    Exchange,   a  cooperative 
marketing  much   of  the   fruit   groxn    In   Southern    Illinois. 


The  board  of 
actively  Invc 
amend   the   Fai 


ors   of   the   Fara   Credit  Sankj   of   St.    Louis   has   batn 

nd   Interested   In   develoDDient  of   the   legislation    to 

Credit  Act  of   1971.      We  have   discussed  the    legislation 

I.    and  endorse    It  as    Introduced.      We  have   been  aaare   of 

e  many  and   varied    interests   of   farmers   and  coopera- 


lons  xhlch  1  believe  are  particularly  Important 
Iress    Chose  briefly   In   this    statement. 

-St  the  section  dealing  with  cooperative  ellgi- 
[  firmly  believe  In  the  principle  of  farmer  con- 
tlves  which   serve   rural    ftnerlca.      AUhough   the 
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ijority  of  business   dona  by  aost    farner  cooperitives    is  Hlth   and    for 

from  urban    to   rural    areas.      This    Is  especially   true   In   the   case 
III    electrics,   although   It  applies   also   to  some   farm  supply  and 
types   of  cooperatives    In  our  district.      The   fact   that  a  coopera- 

services   are  being   used  by  nore  non-farmers   should  not   prevent 
gdnization    fron  having  access   to  BC   financing  as    long  as    the 
P^e  of   farmer  control    is   maintained.      I    feel    the  combination  of 

rinciple.      It  also    provides    for   fleiibility   in  applying   it   under 


giving   Banks    for   Cooperatives   authority   to  engage    in    financial    trs 


:ompl  ish    the  goaV-of   i 


>ady   own   or   centre 
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stantial    export   capsciCy.      In  my  Judgment,    farmers   are  Hilling   to  make 
additional    commitments    to  expand   these   facilities   and  capabilities    be- 


idudl   farms,   the  agricultura 


have.  Granted  the  existing  avail 
from  comnercia:  banks.  I  feel  los 
Banks    for   Cooperatives    offering    5 


ictivitles.      The  autliorities    sought 


ity   of   these    financing  s 


to    interestec 


i   their  own   Banks    for  Coo 


)eratives    to   use 
already    is    fami 


late   anrl   timely 
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of   their   farmer -member 


The    third   and    final    section    I   oould  like   to  dis 
tion   of  the  status   of   Farn  Credit   lending  actlv 


lith    rates   higher  than    10   percent  per  year.    TKe   Farm  Credit 
:utlons   believe    that   their   lending   rates   on    loans    to  Ark- 

ing   to    that  effect    in   the   Farm  Credit   Act  of   1971   has   dtc- 
>U5   approach,   especially  when   tens   of  <ii11ions   of  dollars 


tnt  costs   of  m 


I  funds  to  Arkan< 
ind.  the  threat. 
.    of   dollars    in    1 


*ho   own    it,    or   failing   1 
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,   the  choice  Is  Jua 


Regardless   of  one's   personal    vIbms   on    the   tpplication  of  state   usury 
law:,    1    believe   a   self-evident   cdse   could   be  made   that  usury  (tatut«s 
are    m-advised   and   unnecessary   In   a   user  organization,   such  as    the 
Bank    for   Cooperdti ves ,    as    well    as    other   Farm   Credit   Banks    and   Aisoc- 


ts   proof  of  this   statenent,    the   primary   concern  now  expressed  by    farners 
ind  cooperative   organizations   that    I'm   familiar  Mith   is   not  how  Buch 
their   loan   noney    is   going   to   cost,   but  whether  or  not  credit  ■ill    ba 
available   through   their  Farm  Credit   lending   institutions.   . 

[    an  aware  of  efforts    in   the   U.S.    Congress    to   provide  a    temporary    llft- 

inly    temporary   and  appllcabla  only   to  ons   geographic  area.      The  nec- 
essary  answer   for   the   long-run    is   contained   in   the   H.R.    478?   provision 
clarifying   the   fact   that   Farm  Credit   System  lending    is   not   subject  to 


I   am  convinced   that   these   provisions   and  others   contained  In  H.R.    47SZ 

Farm  Credit   System  to   provide   improved   service   to   farners   Snd   their  co- 
operatives   in    the    1980s.      If  the   Farm  Credit   System  is    to  meet  agricul- 

tion  must   be   started.      Congressional    approval    of  this    legislation 
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Statement  of 

Hllacr  E.  AlbiechC,  Chalniaii 
□n  behalf  of  the 
Central  Bank  far  Cooperattves 
of  the  Pam  Credit  Syacem 
Mr.  Chalman,  1  am  HiliKr  E.  Albrecht  of  Sparta.  Illinois.   Currently 
I  an  serving  as  Chairman  of  the  Board  of  Directors  of  the  Central  Bank  for 
Coopcrntivfs.  Denver,  Colorado,  and  also  an  a  director  of  the  Fam  Credit 
Banks  of  St.  Louis  which  provide  credit  acrvices  lor  farmers  and  their 
cooperatives  in  Illinois,  Missouri,  and  Arkansas.   For  37  years.  I  was 
managot  of  Randolph  Service  Conpany,  a  local  cooperative  serving  its  farmer- 
owners.   1  have  devoted  most  of  my  adult  life  to  the  work  of  farmer  cooperativ 
and  hope  that  I  have  aooe  understanding  of  faroeTs  and  their  copperative 
business  organizations. 

1  would  like  10  comment  on  the  need  for  the  provisions  In  the  Farm 
Credit  Act  Amendments  legislation  that  would  enable  the  Banks  for  Cooperatives 
to  effectively  provide  cooperatives  with  Interna tioofll  banking  eervices 

Mr.  Chairman,  as  you  know,  the  Federal  Government  haa  been  calling 
on  American  businesses  to  become  more  active  and  effective  in  marketing  U.S. 
products  abroad  so  that  we  can  Improve  our  negative  balance  of  paymenta. 
Famer  boards  of  directors  of  cooperatives  have  responded  by  seeking  out  how 

Farmers  arc  continually  hearlns  how  much  of  our  fam  production  Is  sold 
overseas  and  they  have  been  asking  who  It  Is  that  is  selling  their  products. 
Tlxey  have  learned  that  a  few  international  trading  flms  serve  as  middle 
ncn  in  selHne  90  percent  of  their  farm  exports  and  they  are  asking  their 

their  products  around  the  world.  They  want  their  cooperatives  to  help  boost 
total  farm  exports  and  to  assure  that  they  are  receiving  their  fair  return 
on  their  products  sold  Co  foreign  buyers. 


D,g,t,..=  b:,  Google 


to  ihcsG  cleat  ditcctlves.   Cooperatives  ate  acquiting  cxpott  facilities. 

that  has  strved  then  so  construe cively  fot  46  yeals,  to  asslat  uith  the 
finaniial  aspects  of  their  foreign  business.   I  refer,  of  course,  to 
the  Banlcs  for  Coop  era  elves. 

The  Banks  foe  Cooperatives  verc  chartered  by  the  Congress  In  1933 
to  finance  and  foster  successful  developsent  of  cooperative  buslneasea 
that  wD-jld  benefit  faniers.  Cooperatives,  today,  are  seeking  to  develop 
ejiport  sales  to  benefit  both  farmers  and  the  Sation.  They  need  thelc 
B»n"iis  for  Cooperatives  Co  counsel  end  assist  thea  as  they  enter  this  new. 

The  uotld  laay  have  grown  siuller  in  recent  years  do  to  jet  travel 

in  which  to  do  business.  The  U.S.  business  that  wants  to  sell  products 
overseas  Is  faced  uith  a  tangle  of  regulacions,  currencies,  shipping 
problems,  etc..  that  present  pToblens  that  ate  almost  iaposslble  for  a 
busincssc;in  to  solve  on  his  own.  We  have  to  seek  out  potential  buyers  and 
verify  their  Inicgrity.  We  have  to  study  the  country  we're  selling  In  and 
evaluate  the  political  tealltics,  import  restrictions,  paynont  terms  and 

manager  would  turn  to  his  banker  for  a  source  of  Information  and  .jt''''i<^e  Juic 
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A  bank,  In  assisting  ulth  eKport  transact  Ions, 
basically  grants  credit  and  facilitates  the  collection  of  psynenta.  The 
whole  tango  of  services  is  for  more  complex,  but  these  are  the  basic 
services  that  a  bank  provides  an  exporter. 

Fanner  cooperatives  are  looking  to  their  Banks  for  Cooperatives  to 
become  almost  a  partner  In  approachins  the  compleiltlcB  of  International 
trade.  This  Is  what  commereial  banks  do  for  their  largo,  preferred 
customers.   Coinnercial  banks  provide  trade  advisory  services  Co  lead  U.S. 
corporations  to  potential  customers.  They  provide  large  anounts  of 
Information  on  the  uholc  range  of  exporting  rules,  regulations  and 
procedures.   They  even  provide  members  of  their  staff  experienced  in 

Uhen  a  snle  has  been  accomplished,  the  commercial  bank  moves  in  to 
assist  ulth  the  collection  service,  to  transfer  back  the  funds  paid  by  the 
foreign  buyer.   In  this  regard,  the  International  bank  sends  instructions 
on  how  the  funds  are  to  be  collected  and  sent.   It  advises  and  assists 

Blninlze  Che  risk  for  the  exporter. 

These  arc  only  examples  of  Che  kinds  of  ceehnlcal  assistance  on  the 
financial  side  of  export  Cransaclions  that  the  cooperatives  need  from 
their  Banks  fot  Cooperatives.  And  for  the  Banks  for  Cooperatives  to  be 
able  to  organize  and  offer  effective,  efficient  service,  they  need  the 
saiuu  gencr.il  authorities  to  participate  In  International  hanking  as  are 
Included  in  the  Farm  Credit  Act  Amendments  bill. 
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Some  Individuals  night  ask  If  Innernatlonal  banking  Bervlces  friM 

conoercUl  banks  aren't  also  available  to  cooperatives.  They  aro  for 
the  large  cooperatives.   Snaller  cooperatives,  houever,  are  unfaolllor 

Even  the  laiger  exporting  cooperatives,  for  the  most  pare,  soil  their 
coonodltlcs  today  at  a  U.S.  port,  often  to  the  major  international 

In  ways  that  will  Involve  a  mlninuni  of  risk  but  maximize  Che  return  to  the 
taraer. 

The  real  point  la  that  the  Banks  for  Cooperatives  were  astabllahed 
for  the  purpose  of  fostering  the  successful  business  development  of 
famer  cooperatives.  Cooperatives,  today,  are  accepting  the  challenge  of 
developing  exports  and  they  need  their  bank  to  assist  them.  Also,  it 
should  be  noted  that  farmers,  through  their  cooperatives,  have  more  than 
SaOO  Billion  invested  in  their  Banks  for  Cooperatives  and  it  is  reaaonable 
for  then  to  ask  that  their  banks  expand  services  to  serve  cooperatives. 
expanding  needs. 

The  suchoricles  we  are  asking  for  do  not  require  any  financial 
support  from  the  Federal  Governnenc.  They  are  the  same  general  international 
banking  authorities  that  comnerclal  banks  have  been  grontcd.  They  will 
•aable  the  Fam  Credit  System  to  become  a  key  participant  In  building 
the  capabilities  of  this  Nation  to  effectively  sell  its  products  .iround 
the  world. 

For  these  rtiisons,  wo  believe  thia  is  cons t rue clvi',  timely  Icf.islatlon 
that  offers  much  benefit  for  farnets  and  the  general  economy.  Ue  ask 
your  Subcoamlttee  to  act  on  it  favorably  and  rcconmend  It  for  psA^age  by 
the  Congress. 

Thank  you  for  giving  me  this  opportunity  to  express  ay  support  for 
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Mr.  Jones  of  Tennessee.  Mr.  Lemmerman,  first  vice  president  of  the 
Illinois  Bankers  Association,  is  the  next  witness, 

STATEMENT  OF  J.  D.  (JACK)  LEMMEEMAN,  FIEST  VICE  FEESIDEITT, 
ILLIHOIS  BAKXESS  A8S0CIATI0H 

Mr.  Lemmerman.  Thank  you,  Mr.  Chairman  and  Congressman 
Madigan. 

I  am  Jack  D.  Lemmerman,  president  of  the  National  Bank  of  Mon- 
moutli,  III.,  and  first  vice  president  of  the  Illinois  Bankers  Association. 

My  bank  has  $43  million  in  assets  and  is  in  a  predominantly  agri- 
cultural community  of  11,000  people. 

The  Illinois  Bankers  Association  is  a  trade  association  with  a 
membership  of  1,015  of  the  1,251  banks  in  the  State  of  Illinois. 

I  am  also  a  member  of  the  government  relations  council  of  the  Amer- 
ican Bankers  Association.  This  testimony  parallels  that  of  the  Ameri- 
can Bankers  Association  given  for  a  corresponding  subcommittee  of 
the  U.S.  Senate. 

I  appreciate  this  opportunity  to  present  the  association's  views  on 
a  number  of  issues  and  provision  related  to  H.R.  4782,  a  bill  to  amend 
the  Farm  Credit  Act  of  1971. 

What  we  have  before  us  is  a  significant  piece  of  legislation.  Tlie 
law  that  emerges  will  have  an  important  bearing  on  whether  the  farmer 
of  the  future,  like  the  farmer  of  today,  will  have  two  or  more  types  of 
strong  financial  institutions  bidding  vigorously  for  his  credit  business. 

This  Iee:islation  could  have  a  profound  impact  on  the  competitive 
climate  that  will  prevail  for  agricultural  lending  in  the  future. 

The  Illinois  Bankers  Association  believes  the  current  proposed 
package  of  amendments  would  give  the  Cooperative  Farm  Credit 
System  further  authority  to  provide  financial  resources  outside  the 
farm  sector  and  would  be  an  additional  encroachment  on  the  private 
sector,  including  the  commercial  banking  system. 

The  amendments  also  expand  the  inequities  already  existing  be- 
tween the  operations  of  private  lenders  and  the  CFCS,  thereby  induc- 
ing the  competition  between  CFCS  and  other  lenders. 

Thus,  the  Illinois  Bankers  Association  broadly  and  basically  op- 
poses those  amendments  which  would  result  in  OFCS  encroachment 
into  nonfarm  lending  activities. 

Obviously,  this  bill  covers  an  extensive  range  of  topics,  embodying 
a  series  of  complex  issues.  Some  of  these  topics  involve  interrelated 
issues,  while  others  are  independent  subjects. 

In  order  to  expedite  the  presentation,  it  is  my  intention  to  sum- 
marize the  statement  of  the  Illinois  Bankers  Association,  commenting 
on  some  provisions  of  the  bill  in  specific  detail,  while  generalizing 
others. 

It  would  be  appreciated  that  my  written  statement,  which  I  have 
left  with  you,  will  be  entered  on  the  record  of  this  hearing  in  its 
entirety. 

Mr.  Jones  of  Tennessee.  Without  objection,  it  will  become  a  part 
of  the  record. 

Mr.  Lemmerman.  Agriculture  is  America's  largest  single  industry, 
with  assets  totalling  $820  billion,  equivalent  to  approximately  60  per- 
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cent  of  all  capital  assets  of  manufacturing  corporationfi  in  the  United 
States. 

All  phases  of  agriculture  still  employ  the  largest  ntunher  of  pe<^le 
of  all  industries,  and  agriculture  is  the  country's  most  effective  orefttor 
of  new  wealth. 

Banks  are  deeply  interested  in  the  iu;ricnltural  sector,  so  much  so 
that  banks  hold  over  $36.8  billion  of  ninn  debts,  28  percent  of  the 
total,  estimated  to  be  $132  billion. 

Two-thirds  of  the  Nation's  fuU-serrice  banks  are  in  communities 
of  less  than  25,000  people.  In  fact,  half  of  these  banks  are  in  towns 
with  fewer  than  5,000  residents. 

According  to  the  latest  estimates,  nearly  60  percent  of  these  C(na- 
munity  banks  listed  agriculture  as  the  single  most  important  souroe 
of  income  for  their  communities. 

The  hanking  community  recogni2es  that  the  CFCS  plays  an  im- 
portant  role  in  providing  agricultural  credit.  We  support  those  amend- 
ments  which  modernize  CFCS  methods  and  procedures,  enabling  it 
to  serve  any  needs  of  a  chiuiging  agriculture. 

However,  we  oppose  the  new  authorities  this  legislation  would  grant 
that  provide  new  directions  while  special  treatment  under  the  present 
law  remains. 

Thus,  our  testimony  will  be  limited  to  those  amendments  we  believe 
would  reduce  competition  with  the  private  sector  by  granting  imdue 
competitive  advantage  of  CFCS  member  institutions. 

The  proposed  legislation  would  reduce  from  80  percent  to  60  per- 
cent the  requirement  that  voting  members  of  cooperatives  borrowing 
from  banks  for  cooperatives,  BCfs,  be  farmers. 

However,  the  legislation  before  us  does  not  state  the  criteria  used 
to  qualify  one  as  a  farmer.  We,  therefore,  feel  that  the  word  "farmer" 
should  be  properly  defined  in  the  lanmiage  of  the  bill. 

Various  puolications,  such  as  the  U.S.  Department  of  Agriculture 
Statistical  I3ulletin  No.  609  of  July  1978,  state  that  mamr  fanners  earn 
a  high  percentage  of  their  annual  income  from  oj^farm  sources. 

Mr.  C«iairman,  since  the  Farm  Credit  Administration  deems  it 
desirable,  and  we  agree,  that  farmers  continue  to  ccHitrol  eligible  co- 
operatives, a  clear-cut  definition  of  who  a  farmer  is  would  be  necessary. 

The  continuing  erosion  in  the  number  of  full-time  fanners  has  led 
to  fewer  farmers  running  bigger  operations  each  year. 

This  proposal  would  broaden  the  eligibility  criteria  for  rural  elec- 
tric and  other  cooperatives  to  enable  the  EC's  to  serve  an  even  wider 
range  of  credit  needs  in  rural  and  suburban  America. 

We  believe  there  should  be  no  further  liberalization  of  the  farmer- 
member  eligibility  requirements  for  financing. 

The  present  18-percent  standard — 17  percent  for  rural  electric  co- 
operatives— allows  a  cooperative  eligible  for  EC's  financing  to  have 
a  sutffitential  number  of  its  membership  supported  by  nonfarm  income, 
either  as  parttime  or  nonf  armer  members. 

Is  our  oelieve  that,  if  an  agricultural  community  truly  needs  a  co- 
operative, there  will  be  enough  farm  constituents  available  to  support 
it  on  its  current  base  of  farm  to  nonfarm  memberships. 

Commenting  on  the  increase  in  Federal  land  banks'  85-percent  loan 

value  lending  limitation,  this  proposal  would  allow  FLB's  to  make 

e  loans  in  excess  of  85  percent  of  the  appraised  value  of  the 


ly  Google 


763 

property,  secnring  the  loan  when  guarantees  are  provided  by  Gov- 
ernment agencies. 

Bankers  imdenitand  the  reasons  for  this  proposed  change,  allowing 
FLB's,  Uirough  Government  guarantee  loans,  to  assist  low  equity 
borrowers. 

We  are  concerned  that  abuse  could  result  in  excesrave  extensions  of 
credit,  causing  long-term  cash  Sow  problems  for  borrowers. 

These  circumstances  would  contribute  to  aetious  inflationary  pres- 
sures on  land  prices. 

We,  therefore,  recommend  that  very  t^ht  limitations  be  placed  on 
the  authority  allowing  lending  in  excess  of  85  percent. 

Additional  provisions  of  me  bill  would  permit  the  Federal  land 
banks  and  production  credit  associations  to  finance  processing  and 
marketing  activities  for  farmers. 

Although  we  imderstand  that  the  authority  is  not  intended  to  oualify 
any  new  borrowers,  it  does  provide  new  authority  to  finance  off-farm 
businesses  in  which  a  substantial  portion  of  the  product  processed  and/ 
or  marketed  is  not  produced  by  the  borrower. 

Presently,  Federal  land  banks  and  production  credit  associations 
are  limited  to  financing  on- farm  activities. 

We  believe  this  guideline  should  be  continued,  since  it  provides  a 
reasonable  control  to  qualified  borrowers. 

H.R.  4782  would  exempt  the  CFCS  for  State-imposed  interest  rates 
limitations ;  that  is,  usury  laira. 

This  is  a  gross  inequity  for  othea-  institutional  lenders,  particularly 
in  periods  of  high  interest  rates  such  as  we  are  now  experiencing. 

In  those  States  have  restricted  usury  rates,  the  present  environment 
would  permit  the  penetration  into  the  agricultural  loan  market  by  the 
CFCS,  without  any  competitive  ability  on  the  part  of  private  lenders 
to  serve  the  market,  and  would  permit  a  windfall  increase  in  the  share 
of  market  for  CFCS. 

Smaller  c<HnmerciaI  banks  cannot  profitably  make  loans  when  the 
usury  ceiling  is  imder  the  market  rate. 

In  many  parts  of  rural  America,  the  CFCS  effectively  sets  the 
ceilings  on  farm  credit  granted  by  institutional  lenders  in  the  area. 

In  i>eriods  such  as  the  present,  with  the  banks'  cost  of  funds  rising, 
often  much  higher  than  the  local  usury  rate  and  lending  rates  of  local 
CFCS  units,  the  local  banks  find  their  sources  of  deposits  drying  up 
because  of  competitive  money  rates  for  alternative  investments. 

This  competition  for  local  funds  is  exacerbated  by  the  one-quarter 
of  1  percent  differential  that  the  savings  and  loan  institutions  enjoy. 

Additional,  with  our  system  of  communications  and  information, 
even  local  potential  depositors  have  access  to  money  markets  in  the 
money  sectors,  and  capital  often  flows  away  from  the  small  community 
to  the  money  centers. 

All  of  this  resulte  in  a  shortage  of  capitel  available  to  the  commercial 
banks. 

When  this  is  coupled  with  restrictive  usury  rates  and  the  competition 
from  the  CFCS,  which  believes  itself  to  be  exempt  from  usury  rates 
and  has  the  ability  to  fund  its  orni  requirements  on  a  favorable  basis 
from  national  money  sources,  it  becomes  extremely  diflicult  for  local 
banks  to  compete. 
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Am/  tRfA- 1*&)^  im  n&K  'T('.^  t£uviH  &«  "jax^f&ii  sa  smcSaur  inlbff  te- 
sts AlUUw'  iinrj^t.  ^iiLi-ii.vf^itiKtsviTiii:  saol^ 

•MiJyflft  (ill*  f»n^A^y  %!'^~-1i  CFOr*  "a  amwf.  ui  rjuaa^ai^  iu»&. 

^aOiy  v^fk  tint:  CFC^  a»  ttrrrciijp  fknwn:  Prondm^  iwahwiiiy  far 
Vvitcrski  UuA  i^utia  %/i  fa^nKZfau:  tn  birm  kdoa  wvtfti  «aBnueRadl 

fttA^jV. '.Krtif^j)d:«  iu>  <mumi#ra*I  baiJs  Old  o^^ 

n'*:  Mhrrt-.  f.}M:  foiF)  'nvr.p^ct'KifiL  m>  [iwtf  u  il  » Isir  and  cqnialile. 
tk  Um  ^ja«c  w«^  Uf  CMiarft  tbftt  fAmMTS  will  ffiAcinot  to  icceiiv  tpiaSStj 
FttdUif^iiii  **mf»A  uA  that  v/ueasatm  will  ttcehrc  p)od  [injJiieHa  tt 

B«nt»  im|ifj<«r(«l  tiM  ifmaalum  of  the  CFCS  daring  tlir  cuij-  put 

ItitUM.  th«-.  Vj*nlcin£  indnatry  has  momnised  ifar  repaTinait  of 
<i(/¥»;mtfi*!Tit  c«piul  ^jt  the  iiysbnn  and  has  not  opvaetd  thangts  in 
fanri  ^rriidit  Uwn  whkn  wtm  iwinired  from  time  to  time. 

iUtwKv»r,  mtt  \M:hf.vt:  the  CFCH  hai  piugresBed  in  scope  for  bepmd 
thf  mtt^t'irfUit  i'fT  wYiwh  it  was  created. 

llu!  Tllini'^tii  Tlankftnc  Ai«ociatii-m  belier«s  the  proposed  package  of 
AtnKtAtnttntu  WAuld  givR  the  CFCS  farther  aatbority  to  lend  and 
fir'ivi'l".  tA\it:r  t^rvtt*s  imUAiiH  the  farm  sector  and  would  he  an  addi* 
tiima)  MiCTOa'rhinent  on  the  private  sector,  inclnding  the  oommennal 
iiatiUingKyiftttm. 

'lliitD,  thft  rilinoin  Bsnkeni  Anociation  basically  onposes  those  pro- 
jitm-^l  arfien<]rn«ntfi  which  would  resalt  in  the  CFCS  moving  further 
frmn  it><  fsnn  lendinf;  nsponsibitities  into  nonfann  activities,  and 
at,  thf.  Hnrrift  time  incrpssing  its  ineqaitable  competitive  advantages. 

'Vhf.  fllinob  Bankers  AsBocialion  is  gntefal  for  the  opportunity  to 
fxprirm  itH  vit;ws.  Although  the  written  testimcmy  has  been  smn- 
fFiarixMt,  f  will  be  pleased  to  expand  farther  on  any  part  of  the  bill 
tii«  Mt\i'-fnrtmittm:  requeato. 

Mr.  JtmrM  of  Tennesnee.  Thank  you,  Mr.  Lenimerman,  for  som- 
ninrl7.inf(yourKt.ftt«ment. 

fTh*^  (troimnul  Htatement  of  Mr.  Lemmerman  follows:] 
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President  of  Tl 
of  Th*  niinoi 


wid  !■  in  ■  predoainjintly  fe£riculturil  coaBu 
Ulinoia  Binkan  Miociation  i*  ■  trade  aiso 
lois  of  the  IZSl  bank*  in  th*  state  of  Illin 

Kny  parallalg  that  of  the  AMriom  Bwkan 

I  apfinDiate  thia  opportunity  to  prai 
'oviaiona  relatad  to 
■c  have  before  ua 


Credit  *ct  of  I 


faraer  of  the  fu 
types  of  atrong  fi 


the  taaocti 
I.  4TU, 
a  aignifi 


like  the  fanvr  uf  today,  will  have 


vt  Farm  credit  Syatea  (crcS)  further  author!^ 
lide  the  fam  lector  and  muld  be  an  additional 
InGluding  the  ecBBareial  banklnt  lyateB.  The 
ea  already  eilating  betHeen  th*  operationa 
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kILy  4ppos«3  those 


I  ihc  lll-.na-.i  IvJun  AHueisEian  bnaCjr  aid 


G  Aiffisaltia  ■■  M*  is  Cte  ji 


mt  AobjcGts.     Ca  « 

mulljcct   :n   mm  teciming  net 
groar.nc  A£rimltur«l  industry. 


Africoltiir*  :i  Aaann'i  tartnt  alaalc   IndBUy.  wich  ■■■■u  totalise 


eaploy  the  lATgeit 


!il  Statei.     «I1  pi 

if  all  iRAii*ri*s,  and  acricaltor*  ii  du 
■«•  oeaith.     Bwha  an  dHpIy  iBtn«>Cad  ia 
:bat  b«ki  hold  tmr  SM.l  billian  at  Trnwrn 

>  be  tliz  billioi 


fact,  hair  af  cha 
u  th*  lincla  BMt 
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S  plsys  ui  iBporUnt  role 


legiiULion  Muld  t 


1.  Cp€>pBrativ>  Bligibili^.     The  propoeed  legisletion  tmuld  reduce  froa  SOK  to 
Am  tbe  requireaent  that  voting  aeiibert  of  oaoperetiveB  borming  fro«  taoka 
for  Cooparativee  (BCa)  be  tarmtn.     Homver,  the  legiBlatian  before  ua  doea 
not  itate  the  criteria  used  to  qualify  one  bb  ■  farwer.     We,  therefors, 
feel  that  the  word  "faraer"  should  be  properly  defined  in  the  lansuafe 
of  the  bill.     VariouB  publicatione.  such  as  the  United  Statca  Departaient 
of  Agriculture  Statistical  Bulletin  No.   609  of  July  lITS,  state  that 
Bany  faraen  earn  a  high  percentage  of  their  annual  inoo**  fro*  off-fam 

cnoperativeB,  a  cleaT^-cut  definition  of  aho  a  farsar  is  tnuld  be  neoesaaiy. 

The  continuing  eroaioa  in  the  niabcr  cif  full-ttae  faraera  haa  led  to 
fewer  farBers  naming  bigger  operations  each  year.     Thia  propoaal  mnild 
broaden  the  eligibility  criteria  for  rural  electric  and  ether  oooperativM 
to  enable  tlie  BCb  to  serve  an  even  aider  range  of  credit  nceda  in  rural 
and  luburban  Aserica.     He  believe  there  ahould  be  no  further  llberalltstion 
of  the  farr— eriier  eligibility  requiroKnt  for  flnanoing.     The  preaent  SOS 
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BJnfl   fid  Mrketina  A 


on-fan  ■nbenhip*. 


This  propoiAl  »uld  pvi^it  Fedentl  L«nd  Binia  {FLBs}  uid  Production 
Crsdit  AHOciaCioni  (PCAs)  to  finuice  procaiiing  and  wrkstin)  activitia 
for  fanan.     Although  we  undcratuid  thii  auChoritiy  ia  not  intandad  Co 

iff-fara  buaintfscs  in  xtitch  a  substantial  portion  of  tha  produat  pro- 
c«d  by  Uh  borroiccr.  In  19T1, 
*  financing  to  on-fara  activitia 


d  and/or  narketed  is  nol  that  p 


■a  balicva  thii  gui< 
able  control  aa  to  i 
opaning  tha  door  to  aeri< 


ould  l> 


Dvldei  . 


a  violations  of  the  intent  of  the  Ian.     For 
rge  proceaaora  and  Barketara,  auch  as  in 
California,  iiho  are  also  gronara.     Although  involved  in  faia  production, 

Ppoceaaing  and  aarketing  activitiea  of  auch  organiutiont  abould  net  b* 
entitled  to  PCA  and  FLB  finanoing.  We  believe  proceaaing  and  wrkating 
need*  are  being  net  adaquataly  thmueh  eiisting  lervicea  provided  tlimugh 
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Biinkfc  for  Coopgrativca  Ej<port  Finmcina,     One  of  the  a^or  iBond- 
■anti  propDMd  muld  ■uthoriza  ttw  BCb  to  handl*  thg  finwioing  and 
rel«t«d  Mrvielng  Amationi  of  fmrwr  coopentiv«i'  dirvct  foralcn 
salsi  of  oo^udities,  or  purohaies  froa  fonign  mouroai  of  !<»■■  oasdMl 
to  conduct  thair  oiRi  Doopantivca  oparation*.     To  aeeoapli*h  this  dill 
rsquin  tha  oBtafalishaBnt  of  corraipondent  rotatlonahlpa  tfitti  ^IpTOpri- 
■te  fonign  bank*,  U.S.  banka,  and/or  th*lr  faroign  branchoa.     IM«i{H- 
rocal  asratsantB  in  thaaa  eorrcapondant  rvlationahipa  muld  oovar  tha 
iaauanoe,  raccipt,  and  guarantee  of  latterB  of  vrodit.  bankora'   aocapt- 
ancaa,  tiae  dnfta;  alao  obtaining  cradit  reporta  on  buyare  antaring  into 

This  propoBBl  ia  aaong  tha  loait  palatidile  froa  our  point  of  vim. 
tt  Boca*  to  u*  that  thoae  truiautiona  can  be  huidlMl  efficiently  and 
sffsctively  1^  U.S.  Boney  eantar  and  regional  coaaercial  banka.     He 
■Duld  nnt  to  soe  juetification  a<  to  ahy,   if  lettara  of  cradit  an 

■ercial  banking  syatca,  including  doaeitic  U.S.  banka  and  tlieir  doaeatio 
and  foreign  oomspondanta ,  have  had  no  problea*  in  handling  the  latter 
of  credit  needa  of  ooaaodity  buyera  and  aellera.     The  preaant  gjqKrt 
credit  aystea  haa  flilly  auppoitcd  tha  rapid  inereaae  in  fan  ooaaodity 
cxporta  <froa  SB  billion  to  ViZ  billion  ainoa  ISTll  anjoyad  by  thla 
countiy. 

U.S.  cooperatives.     U.S.  coaaercial  banks  have  only  a  vary  Halted  author- 
ity to  aahe  investaenta  in  non-bank-omed  entities.     This  is  another 
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F   -Jm    n.tt.r  C',^pf..1iv«  ■i4-.aBtafic  be:B(  piwnAM  ti 


th'Ald  be   V,  p*rB;  -.  a  fc«-.-.*r   :n*rsnt:on  «r  fwcticni  brmiM  lis  Kb 
wnl  U.S.  (.'.aHf-ial   bwJu  raM^i    Uun  ts  ^d  aMitigna;  firii  iil 
•<rvi<.*»  iiKh  ■•  jat*rTd>i«i>l  credit. 

Iimrwt  »■•.««■     H.«.   4TI2  WMld  cuvt  Uh  crcs  fna  ■t»t«-i^niii 
■BtaitBt  rate  >IBita).l'>n>i   that  i>.  uiuni  Im.     Ihi*  is  a  ■»■■  utaqsilr 


iMv  tJi*  ■(ricultural   loan  aarket  by  the  O'CS  withnit  aiqr  es^atitiv 
ability  '>n  ttii  part  Df  private  lender*  to  aerva  tba  aarkat  and  aaold 

L-'HaiKXIaJ   bankn  'Vi  not  pruritably  aake  loana  tihan  tiie  uaucy  ccilia 


eradi'   Rranlod  by   InaliLutional   lenders  in  the  area.     In  peri«lB 
i.ha  pre'-unl,   Hith  bankn'   coat  of  Tunda  riaing,   uftao  aieh  hiehar 
a  Inual   uiiury  rate  and   lendinl  ratci  uf  local  CPCS  unita,   the 
anba  find   thi-ir  auurvca  of  dapaailx  diying  tfi  becauaa  nt  eoapeti- 
niiy  aark''!    i-kIh   I'lr  altrrnative   invctitacnt*.     Thi*  coapctltion 
■  I   PundB   In  eucerbated  by  the  on*-i)uartar  percsnt  dirferential 
e  aavinK"  and   hian  iiiki  iLui  innH  enjoy. 
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Additionally,  xith  our  lyitca  of  ooBniniettlana  otd  inforaattoB, 
even  loeal  potential  dapositara  h«ir«  bcccib  to  Boney  aarkati  In  tho 
■oney  ontsrs.  and  capital  oftan  flam  any  froa  Ule  awill  e««unity 
to  the  Bonay  centara.     «11  thia  rmult*  in  a  ahoptaga  of  B^ital  avail- 
able to  the  coaMi-ieal  buik*.     HhiD  tliia  ia  coiq>led  with  raatriotlve 
usury  ratu  wid  the  eo^etitien  froa  tha  Crcs  (iihlch  balievea  itself  to 


■entB  an  ■  favorabla  h 
ahould  Join  banking  and  a 


and  haa  the  ability  to  fund  Ita  otn  require 

oal  banks  to  ooapete.     He  bellave  tfia  CFCS 
ek  nlief  in  thia  ana  fop  all  landera  and 


«eipts  Qf 

3    fro 

m  all  fed. 

ral  and 

eroaa  ineq 

ity. 

E>a,.tiDn 

»  for  c 

Bdvantaggs, 

and  c 

ontribut. 

to  the 

and  other 

endor 

a.     Again 

■ebel 

d  seek  reli 

f  in 

this  area 

for  all 

aaek  its  om  special  en^itlons.     Any  luoh  relief  fop  the  CFCS 
e  coiqiled  to  siBilar  relief  fop  all  other  lenderi,  ineluding 


Credit  3yate 


tions  in  the  cfCS  eurpenLIy  hold  a  very  substantial  proportion 
total  aBount  of  fara  credit  outstanding;  ISl  billion  for  Bld- 
9TS.     With  the  proposed  changes  to  the  Fara  Credit  Aot  of  IITI, 
t  of  these  inHtitutions  is  likely  to  further  expand.     Rovweri 
nstitutions  currently  pay  little  or  no  Federal  inoo«e  tarns, 


„  Google 


■griculturkl  lender*.  Than  appurs  to  b<  no  currant  bwim  for  eootin- 
uing  tiiia  present  tax  adventige  to  tiieae  etrong  and  eteble  liutitutieoe. 
A1«D,  the  CFC3  ebould  aake  ■  reuoiuble  contribution  to  the  coat  ot 

The  tas  atructure  of  the  crcs  ii  quite  coqilex.     FLBe,  FLBAa,  and  FIC 

corporate  incoae  tax  rataa,  but  are  allowed  aubatantial  tax  dadoctioiu 
for  prnviaiana  for  loan  loaaea  titaich  haar  no  relationahip  to  aotuat  or 
antiaipatBd  loaaea,     BCa  are  subject  to  federal  inco«  tax,  but  pay  a 
noainal  corporate  Incoae  tax  due  to  the  cooperative  fora  of  organlaa- 
tion  nhieh  align  a  deduction  for  "qualified"  patronage  refimla.     Ttwaa 
are  rofanda  lo  the  fen  of  cath  (at  laaat  20  percent),  allocation  of 
■amiDS*,  and  itock  paid  to  their  uaber  cDoparativas.     The  tax  on  Uiaaa 
dividend*  are  paid  by  aeaber  cooperatives  or  in  turn  paased  on  to  their 
fam  Benbera. 

Other  equitable  conaiderationa  wuld  call  for  a  teninatlen  of  the 
exeaptlon*  accorded  to  PLBa,  FLB*a  and  FtCBa.     Federal  IBtersediate 

IcgiBlation  Mould  clarify  the  pomr  of  FLBs  and  FLBAa  to  pay  patrcnaf* 
refunda.     If  theic  inetituticna  reaain  tax  cicapt,  it  ii  uniaportant 
that  their  patronage  refunda  do  not  qualify  for  an  ineoae  tax  doductioa, 
J>B  a  reault,  FLBi,  FLBAa,  and  FICBa  lan  aake  payHnt  of  non-qnallfyii« 
pativnage  rafunda  to  their  Beaberi  upon  uhich  they  da  not  have  to  par 
tax.     If  the  lax  exaaption  ia  reaoved,   the  patronage  refund  of  luch 
Inatitutiona  auit  qualify  under  Che  Internal  Revenue  Cede  to  be  deduet- 
able  for  federal  inoi^  tax  purpoaea.     This  would  reault  in  Che  aMiBt 
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of  Uw  pati-ctufe  rafund  being  twubla  cither  to  the  PLI,  FIBA,  and  the 
Ficl  OF  its  aeifaer*  —  thereby  paralleling  the  treataant  of  bankB  for 
cooperative*. 

Cumtljr,  PCX's  are  required  to  tranefer  eamint*  H|iial  to  .S  of 
I  percent  to  loatii  outetanding  at  the  end  of  the  fiscal  year  to  vklu- 

Theae  proviiioni  far  loan  loeeea  are  accorded  a  deduction  for  Federal  Ino 

to  naintaln  a  raaenre  for  loan  loaaei  equal  to  I.I  percent  of  eligible 
loana,  subject  to  rwtuction  to  .<  percent  In  1>82.      In  IMS,  addition! 


be  altowd  tc  dwluct  an  addition  to  bvj  debt  reserves  oo^mtad  in  the 

incorporation  of  Systea  Service  Bntitiee.  H,  R.  47K  peralta  the  Fai» 
Credit  Adtainistralion  to  cherter  corparationi  Hhlch  perfozv  other  than 
credit  aervices  for  CfCS  inititutiona.     There  are  a  nutfier  of  fani 

ity/bedging.  eoaputor  servicea,  entenJriae  scCDUnting,  payroll  service, 
accounts  receivable  and  accowita  payable  servicer,  security  agency 
services  that  could  possibly  be  established  by  CFCS  and  chartered  as 
separate  entitiea  under  this  legislation-      Insurance  to  provide  various 
kinds  of  covsrage  could  also  be  provided  as  a  servioe  and  chartered 


ished  to  ssll  Bsrvices.     The  puipoae  of  the 
to  provide  credit  for  agriculture.  This 
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prDposal  liberally  dcfiscB  tiw  pomcrt  at  luofa  DorpDnts  •ntitiai,  pap- 

■ittinc  tb>  perfoiwo  of  ■  «dE  nnfie  nf  ki-vich.     It  ii  diffisalt 

to  evAlimt*  HiiB  g&ntrml  authority,  but  it  could  1 

■ewL  iht  CFCS  could  o«m  and  operate  ^uiy  typei  of  Doo-fui 

nds  KDvld  be  BD  tmiarrvflted  cncraadiatfit  into  tiu  privat*  antor  I7 

osnioratiaaa  beaefitini  tnm  special  tiw  ts  tfae  federal  411 1  aift. 

Inerea»e  in  nj»  BBX  Loan  V«lne  Lendim  Liaitatien.     Ihi*  umiiiaal 
apfffmiaed  value  of  tiie  property  ■ccurin^  t^  loan  idkoi  piarwitvc*  tt* 

to  aaaivt  lov  vqai^  borrmera.     Ne  are  oonDcrned  Hiat  abiue  oaald 
revolt  in  ajcceaaive  VKtcsiaiona  of  credit,  cauaing  long  tciv  caafa  fle« 
prvbleaa  for  bormwrra-     These  circiAatanccE  muld  ccn^ihute  ta  aerioua 
inflatieoaiy  preHurea  in  land  prioea.     Be,  UiEreforc,  1  tti— and  that 
very  tight  liHitatiooa  be  placed  on  tfae  authority  allowing  luB/va3iie 

EqnaJity  for  Other  Fimgirial  Inatitntima  (on'al.       !*•  FlCSa  am 

I  I  Ml  I  I  i  tl  bonka  and  OFIi.  PCAa  wrc  orgBiiaad  in  ISU  and  aiaea  tk^ 
have  baaoM  ilia  priavy  benefactor  of  ttw  FICBa  diaoouating  facUitiM. 
Today.  Sn  of  tlte  riCta  tlS.S  billioe  in  lnm  diacounta  an  with  KM. 
In  tiiia  enrimment,  banka  and  OTIi  are  finding  it  diffioalt  to  obtain 
BBoaaa  ts  FlCSa  diacoat  eervicea  a*  arigimiy  intodad.     lUa  dia- 
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oountiBt  fMllity  B*M>  to  b*  ateinlaUrad  diffuwiUy  in  th*  varioiu 
riCB*  rvfloo*.  ■■  btliava  it  is  appniprlBta  fsr  Ccmgrsas  to  tvatora 
tiM  original  pnrpos*  of  riCBa  by  raquiring  In  Uw  Ian  aqual  trut— it  for 

oris. 

Hi  h  mill  ml  —iiillin  Oh  rus  Cradit  ABt  ts  dimt  FlCSa  to  provida 
tha  aw*  aapviaM,  «  th*  bh*  tam,  to  both  KAa  «t<  Orii.     Major 
■raaa  ttet  Dssd  attontion  to  aohlava  aqaality  an  aa  follona: 

-  Typei  of  Inaiu  eligiblj  for  diHcoimi  -  Bpesiflealljr  alloviBg  a(ri- 
biMioaaa  loana  to  bo  dlioovntad  for  oris. 

-  Loan  BatuTitim  -  FlCBs  an  handllBS  loans  for  PCU  in  oxooaa  of 
T  jroars  bat  not  doing  so  fn-  oris. 

-  IndiviJiMl  Icnd^tm^  liaitii  -  ■■  laidapstand  Uiara  aro  aany  tnatanooa 
■Aon  ths  individual  landing  lisita  for  orii  hava  bssn  raduoad  aidi- 
stntiallr  bain  Uta  lOM  of  s^ltal   laval  gsnsrally  availabla  to  PCAa. 

-  Capital  to  loan  ratio  -  oria  ar*  liBitad  to  a  laval  siibatantislly 
balow  tha  1  to  10  ratio  g«naT«lly  poraittad  PCM.     In  faot,  1  to  0 
or  aara  Uniting  ralationihipi  han  baan  fraquantly  roquirad  of 
oris;  at  thssa  lawls  it  is  difficult  to  utiliia  capital  affiaiantly. 

-  Tan  anaapt  posorw  for  loi  lossoi.     Tha  tan  damnation  for  addition 

to  loan  loss  reseives  of  KAs  snaada  tha  alloiwbla  daduoticn  for  OFIa. 

-  Loan  data  procetiina  gcrvicca.     FlCSa  laiding-rslatsd  wrvioos  offorad 
to  KM  should  bo  Hda  availAlo  to  Ofls  on  a  oe^parabla  baala. 

-  Credit  lUndarda  and  policiej.  Cradit  standarda  and  polioiaa  ahonld 
bo  adBinistored  equally  to  PCAs  and  OFls.  Wm  havs  fraquantly  haard 
of  situations  idiera  ■  loan  discowt  offarad  by  an  OFT  hbi  rajastad. 
but  lator  accaptsd  for  a  oo^»ting  FCA. 
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-    orim  rBpraBgntatipn  on  FICBb  boarda.     He  belinr«-it  mold  b*  Afpr^- 
pri»to  for  OFIa  to  h»ve  representation  on  diitriet  FICB*  boardi,  «v«a 
if  not  vatlnt>     Such  ■  preaence  muld  provide  the  board  l^ieptant 
input  »  to  the  n«eda  of  OFla. 

Nr.  Chiinan,  we  atrongly  urge  that  these  reco^ndationa  be  included  in  Ow 
revised  Fara  Credit  Act,  and  by  doing  ao,  reoove  the  preient  trend  of  Ofia  bdeo« 
ing  ■  Bore  diatant  "atep  child"  i>f  the  CFC3.     This  miuld  return  oria  to  the 
relationship  intended  idian  FlCBa  Here  originally  chartered. 

Finally,  the  Illinoia  Bankera  Aaaociation  doea  not  oppoae  the  '1iou«oke<(iinB" 
proviaiona  in  the  propusei]  legislation  Hhich  are  deaigned  to  enable  the  rqiidly 
growing  CFCS  to  aeet  ita  changing  needs*     In  fact,  two  propoaals  atreogthen  the 
oppoi-tunity  for  banka  to  Hork  Jointly  Kith  the  CFCS  in  aerving  faners:     providing 
authority  for  Federal  Land  Banka  to  participate  in  fan  loana  with  oo^Hraial  banka. 
and  authorising  Production  Credit  Aaaociationa  to  iaaue  participation  oertifloataa 
to  ooBBercia]  banka  and  other  lendera. 


He  believe  that  full  co^ietition.  so  long  as  it  it  fair  and  equitable,   ii  tbe 
beat  My  to  aaaupe  that  fanara  Hill  continue  to  receive  quality  financial  aep- 
vicea  and  that  otnauners  vill  receive  good  ppoducta  at  the  lomat  price*. 

Banka  aiqiported  the  foraation  of  the  CFCS  during  the  early  part  of  thia 
century.  Indeed,  the  banking  industry  haa  encouraged  the  repayaent  of  govanvent 
capital  by  the  ayatea  and  haa  not  opposed  changes  in  fark  credit  Laws  idiich  itere 
required  frctt  tiAe  to  tiac.  Hotiever,  m  believe  the  CFCS  has  progreaaed  in  aeopa 
far  beyond  the  intentiona  for  t^ich  It  na  created.  The  illinoia  Bankera  taaooi- 
ation  ballevea  the  propoaed  package'  of  aMndMnts  Hmild  give  the  CFCS  further 
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tionftl  eEUFDftohBant  on  th«  private  asctor,   including 


ing  systca.     Thus,  the  Illinois  Bwiken 
Dsed  naondaentB  xhich  would  result  in  t 


on  basically  opposes  those 
*in£  fupthsr  fro»  its  fara 


iful  For  the  opportunity  ti 
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Mr.  Madioan.  Mr.  Lemmerman,  before  jou  leave  the  table,  yoa 
skipped  a  page  of  your  testimony.  At  least  that  was  my  impresdon 
as  I  was  trying  to  follow  it. 

It  seems  to  me  that  you  skipped  over  banks  for  cooperatives  hav- 
ing this  export  financing  capability  which,  in  your  written  testimony, 
you  described  as  being  the  least  palatable  of  the  different  proposafe, 
from  the  bankers'  point  of  view. 

I  wondered  if  you  intended  to  skip  over  that  in  the  interest  of  time 
or  if  you  had  changed  your  mind  on  that,  or  what  happened. 

Mr.  L£HH£RHAN.  1  hav6  skipped  over  that  in  the  interest  of  time. 

I,  too,  have  an  important  appointment  in  Chicago  later  on  today, 
and  I  was  trying  to  make  this  as  brief  as  possible. 

If  you  want  me  to,  I  will  comment  on  it  or  read  what  was  in  the 
testimony,  whatever  you  prefer, 

Mr.  Madioan.  We  are  trying  to  allow  all  of  the  witnesses  to  testify, 
and,  in  order  to  do  that,  we  were  given  the  opportunity  to  have  a 
question-and-answer  exchange. 

But  I  do  think  tlie  point  needs  to  be  made  to  the  people  in  the  room 
that  you  have  in  your  written  testimony  raised  the  objections  to  that 
as  well  as  to  several  other  things  which  I  would  hope  that  the  pro- 
ponents of  this  bill  would  look  at. 

I  would  hope  that  they  would  look  at  all  of  the  objections  that  you 
have  raised  and  respond  to  those  points  at  the  time  to  the  subcommittee 
so  the  subcommittee  will  be  better  informed. 

And  I  do  appreciate  your  going  to  the  trouble  of  coming  down  here. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Mr.  Burgee  Amdahl,  president  of  the  Bank 
for  Cooperatives,  St.  Paul,  Minn. 

Mr.  Amdahl,  you  may  begin. 

STATEHEKT  OF  BimOEE  AUDAHI,  PBESIDEHT,  BABX  FOB 
COOFEBATITES 

Mr.  Amdahl.  Thank  you,  Mr.  Chairman,  Mr.  Madigan. 

My  name  is  Burgee  Amdahl.  I  am  president  of  the  St.  Paul  Bank 
for  Cooperatives.  We  operate  in  the  seventh  district,  serving  the  States 
of  North  Dakota,  Minnesota,  Wisconsin,  and  Michigan. 

The  board  of  directors  of  our  farm  credit  banks  does  support  all  28 
provisions  of  H.R.  4782,  but  today  I  am  here  particularly  to  testify 
on  behalf  of  the  authority  for  export  financing  and  leverage  leasing 
for  the  banks  for  cooperatives. 

The  thrust  and  the  input  for  the  legislative  authorities  for  export 
financing  really  started  in  1975  and  were  completed  in  a  study  in 
1976  when  the  banks  for  cooperatives  surveyed  the  21  major  coop- 
eratives that  were  member-owners  of  the  system  and  who,  at  that  time, 
were  directly  and  indirectly  exporting  ^  billion  worth  of  exports 
in  some  9,500  separate  transactions. 

The  response  of  that  study :  Eleven  of  these  21  cooperatives  reported 
that  they  did  need  better  credit  information ;  14  indicated  that  th^ 
needed  speedier  payments  for  their  transactions;  8  sought  more  mar- 
ket information,  and  8  wanted  more  market  assistance. 
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So  the  current  legislative  thrust  grew  from  that  study  and  further 
contacts  and  inputs  from  the  cooperative  owners  of  the  banks  for 
cooperatives  system. 

Questions  can  be  raised  as  to  why  export  financing  services  should 
be  authorized  when  they  are  already  available  from  other  sources,  but 
the  owners  continue  to  indicate  that  they  do  have  some  problems  in 
handling  their  financing  arrangements  in  these  areas. 

And  one  of  Uie  areas  seems  to  be,  for  example,  in  the  timing  of  the 
collection  processes  themselves,  and  then,  particularly,  in  credit  evalu- 
ation processes. 

And  much  of  these  problems  stem  from  the  fact  that  their  primary 
lenders,  their  banks  for  cooperatives,  are  not  involved  in  these 
transactions. 

And  if  the  banks  could  be  involved,  obviously  there  would  be  link- 
ages with  commercial  banks  throughout  the  country  with  the  13 
banks  for  cooperatives,  to  speed  up  the  collection  processees,  for 
example  and  I  am  not  sure  that  what  commercial  banks  could  gain 
more  Dusiness  relations  wi^  the  banks  and  the  cooperatives  in  that 
route  then  they  might  lose  in  financing  itself. 

Another  question  that  seems  to  l»  surfacing  is  that  of  risk,  and 
there  aren't  many  studies  on  the  risk  area  of  export  financing. 

But  at  least  in  the  two  authentic  studies  that  seem  to  be  available, 
they  indicat«d  that  loan  charge-offs  had  actually  been  (Hie-third 
less  than  the  financial  transactions  of  export  financing  and  letters 
of  credit,  in  that  area,  than  credit  as  a  totah 

In  the  risk  area,  it  is  also  important  to  not«  that  the  banks  are 
already  providing  two-thirds  of  the  credit  that  their  members  use. 
So  that,  if  there  are  losses  for  any  reason  in  such  international  trans- 
actions, they  still  revert  back  to  the  problems  in  an  individual 
balance  and  become  a  problem  for  that  trorxower  and  that  primary 
lender,  who  is  their  bank  for  cooperatives. 

Concerns  have  also  been  raised  about  the  amount  of  funding  capital 
that  this  type  of  financing  might  really  involve.  And,  again,  it  must 
be  remembered  that  the  banks  are  providing  two-thirds  of  the  credit 
in  these  commodities,  right  up  to  the  point  of  export.  So  that  we 
are  really  looking  at  an  extension  of  90  to  180  of  this  credit  before 
its  collection,  and  the  majority  of  these  transactions  are  seasonal 
in  nature. 

To  the  best  of  our  estimates,  we  see  that  this  might  require,  if 
we  were  involved,  an  amount  of  not  to  exceed  three-quarters  of  a 
billion  dollars  for  about  1  to  2  percent  of  our  total  funding  in  the 
system. 

The  question  of  unfair  competition  has  been  raised,  and,  here 
again,  it  must  be  remembered  that  the  banks  are  dealing  in  a  limited 
cfientele.  They  are  dealing  only  with  their  own  members  and  have 
no  intention  of  competing  with  commercial  banks  in  any  other  market 
sector. 

I  also  believe  that  an  objective  evaluation  of  the  authorities  and 
the  thrust  of  the  International  Banking  Act's  intent,  would  reveal 
that  commercial  banks  will  have  as  manv,  if  not  more,  advantages 
than  the  banks  for  cooperatives  are  asking  tor. 
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Also,  cooperatives,  of  course,  would  be  able  to  go  and  use  the  cran- 
mercial  source  if,  in  fact,  they  provide  a  better  one. 

Perhaps  the  real  competitive  advantages  are  really  only  those  that 
exist  in  the  cooperatives  structure  itaelf,  and  that  is  really  being 
able  to  return  whatever  savings  or  earnings  there  are  back  to  the 
members. 

Under  the  leverage  leasing  provision,  the  purpose  is  similar,  in  ask- 
ing for  a  service  for  a  limitea  clientele,  for  the  owners  of  the  system. 

Cooperatives  too  will  need  to  make  large  investments  in  trans- 
portation and  grain  storage,  mining,  manufacturing,  and  distribu- 
tion S3?8tems.  And  some  of  these  will  lend  themselves  to  leverage  lease 
financing. 

The  punwse  is  to  be  able  to  provide  their  banks  to  allow  or  pro- 
vide the  debt  capital  for  the  benefit  only  of  the  owner. 

It  should  also  be  remembered  that  it  is  not  only  large,  well-known 
cooperatives  who  are  seeking  and  need  help  in  export  financing.  I 
have  cited  an  example  in  my  written  testimony  of  the  types  of  small 
and  intermediate  size  cooperatives  who  are  involved  in  exporting  and 
have  little  reason  to  be  known  by  large  international  banks  in  ihe  re- 
mote rural  areas. 

It  should  also  he  pointed  out  that  cooperatives  too  are  involved  in 
important  transactions.  They  too  import  supplies  from  crude  oil  to 
potash  and  so  on. 

And  so  the  authorities  here  are  looking  not  only  at  exporting,  but 
also  at  assistance  in  importing,  needed  inputs  for  production. 

Farmers,  in  total,  have  ^00  million  invested  in  their  banks  fin- 
cooperatives  in  net  worth,  and  they  are  asking  their  cooperatives  to 
gain  a  larger  share  in  the  export  market. 

And,  in  turn,  we  find  our  owners  asking  the  banks  that  they  own 
to  provide  them  some  financial  assistance.  And  it  seems  that,  if  any- 
one should  have  a  right  to  benefit  from  selling  their  products  in  an 
international  marketplace,  it  ought  to  be  the  fanner. 

It  is  a  reasonable  request  of  the  farmer  cooperative  to  seek  export 
and  import  financial  assistance  and  leverage  leasing  arrangements 
from  a  banking  system  that  he  has  invested  in  and  owns  and  relied 
upon  for  46  years. 

It  is  a  system  that  does  require  no  government  expenditure  for 
either  its  operation  or  its  supervision. 

We  would  respectfully  urge  your  passage  of  H.R.  4782. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Amdahl. 

We  will  see  that  your  statement  is  made  a  complete  part  of  the 
record.  I  think  yoii  evidently  summarized  it,  did  you  n(rt? 

Mr.  Amdahl.  Yes ;  I  did. 

Mr.  Jones  of  Tennessee.  Without  objection,  it  will  become  a  part 
of  the  record. 

[The  prepared  statement  of  Mr.  Amdahl  follows :] 


ly  Google 


STATEtmr  OF 

BU8ISE  AMDAHL 

raESIDENT,   ST.   PAUL  BANK  Ffffi  COOPERATIVES 

m  BEBALF  OF  THE 

ST.  PAUL  BAKK  FOR  COOFEHATIVES 

Hi.  CluiraaD  tai  maiitn   of  the   ciwBitt«:  Hy  OUK  it  Bucfee  todahl.   I  u 
prciident  of  the  St.  Piul  Bank  for  Cooperatives,  lAlch  it   fully  ovned  by  end 
■ervei  776  coopentivei  with  169,000  ttrmer   «Mb«rl  In  the  Btitei  of  North 
Dakota,  Hinneaoti,  Uiiconaio  and  HichlgiD.  These  cooperativea  have  an  equity 
Inveataeat  of  $130  Billloa  in  the  St.  Paul  Bank  for  Cooperativea.  Currently 
their  loioi  outitandinf  total  $1.7  billloa  to  funiah  capital  for  ioteraediite- 
snd  loos-ten  need*. 

la  our  district,  ubicb  ia  the  Seventh  Diatrict  of  the  Fan  Credit  Systea, 
the  Federal  Interaediate  Credit  Bank  through  Iti  prodoctioD  credit  aaaociationa 
and  the  Federal  Land  Bank  aerve  121,000  farMra.  Together,  the  Fan  Credit 
Baoki  of  St.  Paul  have  a  total  loan  voluae  to  finer*  and  their  co^eratlvea  of 
S7.6  hillion. 

The  Board  of  Director!  of  the  Fan  Credit  Banka  of  St.  Paul  lupporta  all  2B 
proposed  revisiona  to  the  Fan  Credit  Act  of  1971  contained  in  E.R.  A7S2.  To^y 
I  aa  here  particularly  to  teatify  on  behalf  of  the  autboritiea  for  export  financ- 
ing and  to  touch  upon  leverage  lease  transactiona. 

Cooperatives  have  gradually  been  iDcreaiiDg  their  ahara  of  the  export 
■arket.  Five  yeait  ago  they  accounted  for  TX  of  total  direct  grain  sales  over- 
seas, for  exaniple;  they  now  account  for  III.  In  Juit  a  few  yeara,  they  have 
doubled  their  export  load-out  capacity  to  nearly  20X  of  all  U.  S.  capacity. 

In  1976,  the  Bank*  for  Cooperatives  Systea  conducted  ■  study  of  the  export 
financing  needs  of  21  aajor  cooperatives  who  were  borrower- owners  of  the  systea. 
At  that  tlae,  they  exported  directly  and  indirectly  a  toUl  of  $3  billion  worth 
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of  geodt  Id  9,500  vepiTite  I 
coMiUcDti  with  the  Buiki  1 
caopctatlve  banklai  ijrstea  < 


cooperatives  fulfilled  theii  needs  foe  export  fiiieiiciii(  aad  flaaacislly- 


relatad  larvicea  throu|h 
actiona.     In  reapooae  to 
Utey  needed  better  credit  infi 
■ore  aarket  inforBitioa,  and 
theae  Mjoc  coopcrativei  poll 
part  of  Baoka  for  Cooperatlvei 
current  leiialatioa  grev 
otmen  of  the  Baaki  for  Cooperative! 


laactions.  Theae  cooperatlvea  had  total  loan 
Cooperatives  of  $;;5  ■illlon.  Because  their 
not  autborited  to  provide  inch  aervice  to  tbea 


il  bank  channel!  and  Indirect  trana- 
,  of  the  cooperatlvea  reported  tkat 
I,  14  needed  apeedier  psTBCBta,  t  aou^t 
I  aorc  aarket  aaalitance.  Ihia  study  of 
clcarl;  BDd  distlDctly  the  n«ds  on  the 
vera  for  export  finaucini  aerrices.  ne 
study  Bod  further  contacta  of  the  aeaber- 
SyatcB. 


We  believe  that  the  tlaing  of  the  current  letislation  is  appropriate. 
Co^erativea  are  conceatTstinc  on  increasing  their  participation  in  the  istema- 
tlonal  Marketplace  as  a  reaponse  to  the  deaands  of  their  fsraer  BCBbers.  It  is, 
therefore,  l^ortant  for  their  Far*  Credit  Systea  to  bc|ln  taklnt  initial  step* 
in  aeetini  their  espandinf  needa  for  export  and  iaport  flnancini  servlcea.  The 
Banka  for  Cooperatives  realise  that  developioi  servlcei  in  export  flnanciot  will 
be  a  (radaal  process.  We  will  lapleaent  autboriaed  aervicea  aa  our  aobars' 
seed*  evolve. 

Questions  have  been  raiaed  as  to  why  export  finsncini  services  should  be 
auttaoriied  when  they  already  are  available  frca  other  sources.     Our  .owners  ask, 
in  return,  why  shouldn't  they  be  able  to  provide  for  their  needs  through  their 
own  banking  aysteal     They  continue  to  indicate  they  do  have  problaaa  fiaancing 
theit  Beads  through  co^rcial  aeaas. 
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Fayscnt*  for  coopeiative  export  traoMctlaa*  auit  flow  thiouffa  leveral 
layers  of  bioka,  caiulos  coatly  tiae  delays  uid  additioiul  overhead.  Fundi  flow 
relationihipa  have  not  been  citabliabed  betHeea  the  Eo^rcial  and  cooperative 
bankiDg  atmctuTC.  Aa  the  Banks  for  Cooperativea  becoae  involved  in  export  sod 
i^ort  financing,  we  believe  through  the  banking  relationshipi  uong  the  12 
District  Banks  for  Cooperitives  aud  the  Central  Bank  for  Coaperativei  collection 
efforts  can  be  speeded  up  to  ssve  the  faraers  Booey. 

Another  question  that  haa  surfaced  is  lAetber  or  not  the  Banks  for  Coopera- 
tives Hill  be  incteaiiDg  tbeir  e^osuie  to  ciik.  Studies  have  shown  risks  of 
banks  in  financing  international  tranaactiona  to  be  less  than  risk*  involved  In 
doaestic  loana.  Further,  the  Banks  for  Cooperativea  currently  fumisb  two-third* 
of  the  credit  needs  of  their  aeaber  borrowers.  For  those  cooperatives  doing 
business  iu  the  interaatiouil  urketplace,  they  already  are  beariog  the  burden 
of  any  risks  in  theae  transactions.  If  they  could  not  collect  for  a  given  aale, 
for  exaople,  that  liability  would  be  reflected  in  the  overall  balance  abeet*. 
Since  the  Banks  for  Cooperativea  are  the  aajor  source  of  credit  for  those  coopera- 
tives, the  Banks  already  bear  the  burden  for  such  risks.  If  the  Banks  were 
providing  financing  far  esporta  froa  the  tiae  they  leave  U.  S.  shores  until  they 
reach  tbeir  final  destinations,  the  Banka  would  have  better  knowledge  of  the 
position  of  their  BeBber-borcowers .  The  Banks  also  would  be  able  to  diagnose 
probleas  sooner  with  borrowers,  tAereaa  now  the  Banks  bear  the  riak  but  have 
little  ii^ut  aa  to  how  that  riak  Is  BiniBixed. 

Another  question  that  has  been  raiaed  concema  aBount  of  funding  that 
export  financing  Bight  involve  for  the  farB  Credit  Systca.  The  Banks  for  Coopera- 
tives already  are  financing  two-thirdf  of  the  co^nditiea  of  ita  Barber  borrower* 
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up  to  the  point  of  export.  Since  export  financiot  i>  ooraally  only  for  •bolt 
period! ,  90  to  IBO  days,  lad  aince  tcaoaactiooa  would  be  ipread  out  over  a  6  ts 
9  Bonth  period  of  coaaodity  harveitiog  and  traoaportinc,  the  BaiiM  dcBand  b; 
our  aeabera  for  nport  credit  at  any  (iveo  tiae  would  not  exceed  $3/4  billion  at 
the  prckCDt  tisc.  nil  aaouot  reprnenta  a  *ery  aaall  fraction  of  the  total 
fund*  railed  bj  the  Faia  Credit  Banks  each  year.  He  cannot  foceaee  that  thi« 
aaall  increaae  in  deaaoda  far  funda  would  pose  any  aerioui  fuDditi|  probleaa. 

The  qucation  ha*  beeo  raised  aa  to  ritether  proviiiona  Included  in  thla 
Icgialation  would  allow  the  Banks  for  Coopecativea  to  have  unfaii  co^etitive 
adrantages  over  coaaercial  banks.   The  Baaka  for  Cooperatives,  however,  are 
liaited  to  aervins  only  thoae  borroweca  lAa   qualify  aa  faner-owoed  cooperstivcs 
•nd  have  no  iotentioD  of  coaipetiDt  with  co^rcial  banks  in  other  aarket  sectors. 
The  cooperative  owners  of  the  systca  are  asking  only  that  the  Banka  they  own  he 
granted  the  authority  to  provide  tfaea  an  efficient  export  financing  ayatea  to 
•eet  their  apcclaliied  peeda. 

Cooperatlvea  have  the  option  of  going  to  co^Krcial  banka  if  they  choose  to 
do  so.  Uhst  the  Baoki  for  Cooperatlvea  seek  in  the  currant  legialstion  la  a 
alnor  extenalon  of  notaal  bualnesa  activity:  The  provialon  of  credit  for  laprov 
lag  the  inccae  and  well-being  of  Aaericao  faiaers,  taacbera  and  their  coopcrttivM 
"^   funlshing  sound,  adequate  and  constructive  credit  and  closely  relstcd 
aervieca."  The  Banka  are  not  deviating  froa  the  objective  Congress  eatabllsbed 
for  the  Fara  Credit  Systea  la  1971  by  aaaking  additional  provlslooa  for  export 
fisaaclng  and  leverage  leasing.  If  there  la  a  coapetitlve  advantage  in  the 
cooperative  Paia  Credit  Systea,  it  la  that  advantage  already  inbaraat  la  the 
concept  of  cooperation.  By  pooling  their  needs  for  credit,  faTatca,  raacten  aad 
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Uieir  cooperative*  bav*  bees  able  to  lecure  fund*  at  ver;  coapetitlve  ratea. 
Tbe  other  cooperative  advaotage  1*  that  what  Barfida  the  Banka  for  Cooperativea 
generate  are  returned  to  ■eaber-borrotfer*  a*  patrOBa|c  refuuda.  That  adrantate 
ia  an  advaDtage  that  mlat*  ooh.  It  benefita  agriculture  and  it  beaefita  tbe 


Under  tbe  Leverage  leaatng  pravlalon  of  tbe  current  leglalatioo,  tbe  pucpoae 
la  liailar  to  tbe  purpoae  in  aecuring  expanded  provialona  for  export  and  i^iort 
financing.  Ai  ve  look  to  tbe  future  for  airicDlture,  capital  requireaenti  will 
be  treaendoui.  Cooperativea  will  need  inveataenti  in  transportatioa,  grain 
atorage,  Bining  and  aanufacturlng.  Cooperativea  abould  be  able  to  take  advantage 
of  leverage  lease  flnanciDg.  Tbe  Banka  for  Cooperativea  again  are  aeeking 
authority  to  finance  onlj  ancb  projecta  aa  aaterlally  would  benefit  ■  aeaber-bor- 
rover.  The  Baoki  are  not  aeehiag  to  take  away  cnatoaera  froa  an;  other  aector 
of  connercial  banking  and/or  leaaing  caat>aniea.  Tbe  Banka  for  Cooperativea 
■erel;  seek  to  aerve  borroH-ownera  with  a  Borc  co^lete  package  of  credit.  Tbej 
already  finance  Bany  of  theae  projecta  directly  and  it  ia  logical  to  eltead 
their  busineia  into  project*  that  are  financed  indirectly  through  leverage 
leaaing  for  uae  by  their  Beabcra. 

For  cooperatives,  both  large  and  wasll,  tbe  Banka  for  Cooperativea  are 
their  Bajor  lender.  Tbey  logically  look  to  thea  for  their  financial  and  finan- 
cially- related  aervices.  Since  tbey  own  their  banka  in  entirety,  it  reasonable 
for  thea  to  do  so.  It  ia  easier  for  larger  cooperatives  to  go  to  internatioail 
coaiMrclal  banka  for  financing  of  projecta  for  which  the  Banka  for  Cooperativea 
are  not  currently  autboriied  such  as  e^ort  finsnctng  or  leverage  leaslag. 
Proviaiona  of  the  current  legislation  would  enable  all  oMwr  cooperativea  ft«a 
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large  to  sBall  c»operitivei  to  luve  eaaier  •cceiiibillty  to  the  lervice*  they 
need  ia  cheie  finsacial  area*.  Hr  believe  the  Banki  for  Cooperativea  have  a 
clear  Bandate  to  offer  these  aervicea  to  their  ■caber*  la  keeploi  with  the 
Intent  of  the  1971  act  and  with  the  loala  of  aeaberi. 

The  St.  Paul  Bank  for  Cooperative*  ■•rves  aoae  of  the  largeat  and  aaalleat 
cooperative*  In  the  United  State*  which  are  involved  In  export  and  i^ort  tran*- 
actioai.  In  total,  we  have  13  borrowera  that  export  product*  abroad.  They  own 
one-thiid  of  the  equity  of  the  Bank.  They  export  *ucb  coaaoditiet  aa:  aoy 
flour,  beet  pulp,  dura  idieit,  com,  barley,  oati,  aunflowera,  wild  rice.  Bilk 
powder,  turkey*,  chee*e,  eggs,  fluid  Bilk,  liveatoek,  dry  edible  bean*,  aod 
frozen  fruit.  Dollar  voluae  of  their  direct  export*  currently  exceed*  $100 
Billion  and  dollar  voluBe  of  indirect  export*  exceed*  $300  Billion. 

Hiny  of  you  would  recogulie  nase*  like  "Land  O'Lake*"  *Bd  "Grain  Tcrainal 
Asaociition"  idio  have  teitified  on  behalf  of  thla  legiilattoo.  But  we  hive 
*B*11-  and  InterBediate-aiied  cooperitivei  a*  well  for  wboa  export  flnaacing 
lecvice*  are  al*o  needed.  I  brought  with  ae  today  a  aaaple  of  one  of  the  prod- 
ucts exported  by  a  Bcaber  of  our  Bank  -  it  ii  buckwheat  seed.  Thl*  product  ia 
u*ed  in  Japan  to  Bake  buckwheat  noodles,  a  papular  dish  during  the  Hew  Tear'* 
holiday.  Ihey  even  uae  the  hull  to  aake  pillows.  Hina*Dak  Growers  at  Grind 
Forks,  North  Dakota,  i*  an  850-BeBber  grower*  cooperative  that  export*  2,DO0 
■etric  ton*  of  buckwheat  to  laabo,  Ltd.,  of  Tokyo.  Vhen  Micm-Dak  Growers  under- 
took this  transaction,  it  also  looked  to  the  St.  Paul  Bank  for  Gooperatiwea  for 
advice.  We  were  Ute  interaediaiy  bank  in  this  transaction,  aiststiiit  in  setting 
■9  paperwork  and  serving  as  an  advisor  during  the  tine  this  cooperative  ncfotiatad 
t  with  the  Tokyo  firs.  We  could  not  serve  our  borrower  Is  the  capacity 
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of  betas  ■  caofiiaing  bank  *ai,   tberefore,  tbc  piTscnta  ire  delayed  to  our 
■tabei-borrower.  A  provliion  of  Uie  current  laglslatioa  would  allow  ua  to 
••■tit  our  Beabera,  auch  aa  Hlui-Dak  Crowera,  to  ■  auch  •ore  ■eaoinfful  way.  We 
itonld  eatabllah  correapandent  relationablpi  wltb  foreip  banka  foi  tbe  tranaaia- 
■lon  and  recetving  of  funda. 

I  would  like  to  point  out  tbat  we  bave  been  Involved  In  impott  tranaactlona 
alao  on  the  part  of  our  fber  borroweca.  Cooperatlvea,  aa  otber  aectora  of  tbe 
JWerican  ecanoay,  are  increaaingly  dependent  on  taporting  natural  reaource*  froa 
other  couotriea.  Bcfincriea  owned  b;  our  aeaber-borrowera  run  prlaaril;  on 
i^orted  crude  oil.  Virtually  all  of  our  faraara'  potaah  coaea  froa  Canada.  So 
it  la  ijqiortaat  to  keep  in  Bind  that  we  will  be  aervlng  our  borrowera  both  aa 
laportera  and  as  eaporteia  with  paaaaic  of  the  provliiona  cootaiDed  in  tbia 

Over  the  courae  of  tbeae  hearinga,  you  bave  heard  tcatiaony  about  lAat 
exporta  aean  to  the  faiaer.  There  i«  a  aliple  ecoooalc  fact  that  faiaera  bave 
long  reallred:  Any  coaaodity  la  worth  leaa  where  It  la  plentiful  then  where  It 
la  Bcarce.  For  tbe  faner  to  receive  the  hlgheat  poialble  price  for  fail  product, 
be  wuat  control  it  froa  the  tiae  it  leavea  hii  fara  until  it  ia  depoiited  in  the 
handa  of  the  uaer.  Faiaeri  today  are  caught  in  a  very  tight  aqueeie  between  the 
tacceaiing  coat  af  praductioo  and  the  price  they  receive  for  the  product  they 
produce.  It  la  thla  ecoooaic  fact  that  aotivatea  thea  to  aaaert  theaielvei  in 
tbe  intenatlDlial  urlwtplace.  Through  their  cooperative  lyatea,  they  can 
control  theli  product  froa  the  tiae  It  leave*  the  fata  until  the  tlae  it  reachea 
tbe  coniiaer.  In  thil  way,  profits  will  be  returned  to  the  firaer  through  bli 
own  cooperative  organiiatlon.  The  average  faiaer  haa  Inveitcd  aore  than  $S,DOO 
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Id  hi*  ccoperitlve.  And  tlut  coopcntlve.  In  turn,  b>i  through  the  Teiri  invetted 
in  its  Hholly-OHned  binklng  lyttea,  the  Banki  far  CcM^erativef. 

Bjr  all  eitlutes,  prcdictioni  ire  the  U.S.  ei^orts  vill  iacnxc  In  tha 
future.  Espoirti  greatly  influence  turn  pricci,  particularly  for  grains.  It  i> 
i^H>Ttant,  hoverer,  for  coniuBeri  to  cecogaice  that  an  increase  in  fara  incoac 
da«t  not  •can  aoney  taken  froa  their  pockets.  Ther*  is  only  a  nickel's  worth  of 
wheat  in  a  loaf  of  bread.  And  we  live  in  a  country  where  the  aoft  expenaive 
loaf  of  bread  coats  seven  tiaes  lAat  the  least  eipcnaive  loaf  is  sold  for.  And 
you  bad  better  believe  that  that  phsDciMnDD  bas  little  to  do  with  the  cost  of 


Faners  have  an  $800  Billion  iavestaeot  is  their  Banks  for  Cooperatives.  Parsers 
are  iskini  tbeir  cooperatives  and  cooperatives  in  turn  are  asking  banking  systoi 
they  own  to  provide  then  with  financial  assistance  in  the  international  aarkat- 
place.  Cooperatives  are  the  aainitay  of  the  U.  8.  agriCBltural  econcay  and  are 
the  sllplcst,  aost  direct  aeans  to  get  aaxiaua  returns  froa  ei^ort  sale*  directly 
into  the  bands  of  fsiaers. 

If  anyone  should  have  a  right  to  benefit  froa  selling  his  product*  in  the  Inter- 
national  aarketplace,  it  should  be  the  faraer.  It  ia  the  faraec  irtio  takes  the 
risk  of  falling  prices.  It  Is  the  faraer  wbo  suffers  the  burden  of  bad  waatber. 
It  i>  the  faiaer  who  should  have  the  right  to  deteraine  that  bis  co^eratlve 
••rve  in  bis  behalf  in  aarketiog  hia  product*  abroad  and  in  ia^tting  his  needs 
for  his  production  inputs. 

U  is  a  reasonable  request  of  the  faiaer  cooperative  to  seek  eipoct  tad 
i^oit  financial  services  and  leverage  leasing  arrangeaents  froa  the  buking 
systea  in  which  it  has  invested  and  upon  lAich  it  bas  relied  for  46  years.  Th«t 
is  a  syltea  which  requires  no  govenaent  expenditure  either  for  operation  or 
supervision  aa  it  is  now  entirely  borrower  owned.  He  would  respectfully  urge 
you  to  pass  a*  presented  the  proposed  aaendaents  of  the  Fara  Credit  Act  of  197t, 
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Mr.  Jones  of  Tennessee.  Mr.  Stewart  from  North  Dakota,  we  are 
delighted  that  you  are  have  and  appreciate  you  coming  this  far. 
A^d  you  may  proceed. 

STATEHEHT  OF  UOYS  STEWAZT,  FBODTTCTIOH  CBEDH  ASSOCZA- 
HON  OP  KAHDAN,  SEV£RTH  FASH  CBEDIT  DISTBICT 

Mr.  Stewabt.  Thank  you,  sir,  very  much.  I  appreciate  this  oppor- 
tunity. 

Mr.  Chairman  and  members  of  the  Subcommittee  on  Conservation 
ajid  Credit  of  the  House  Committee  on  Agriculture  regarding  the 
Farm  Credit  Act  Amendments  of  1979.  My  name  is  Lloyd  Stewart  of 
Carson,  H.  Dak.,  and  1  am  addressing  you  on  behalf  of  the  Produc- 
tion Credit  Association  of  Mandan,  N.  Dak.,  of  the  seventh  farm 
credit  district. 

I  am  a  fanner  and  rancher  from  western  North  Dakota  and  a  direc- 
tor of  a  PCA  of  Mandan  since  1959. 

T)iis  year,  to  date,  our  association  has  loaned  over  $147  million  to 
over  2,3UU  borrowers. 

During  the  same  period  of  time,  we  had  credit  life  insurance  policies 
covering  2,082  members,  and  335  members  carried  crop  hail  insurance 
with  us  during  this  bad  year. 

We  also  have  195  members  using  our  farm  record  f^stem,  known 
usAgrifax. 

I  am  testifying  today  because  of  my  deep  concern  for  the  future  of 
agriculture  and  a  successful  farm  credit  system.  Credit  and  credit- 
related  services  are  essential  to  a  successful  farmer  today. 

It  is  imperative  that  our  PCA  system  be  permitted  to  provide  those 
services  which  are  closely  related  to  the  farmer's  financial  activities. 

We  provide  a  farm  recordkeeping  service  called  Agrifaz  that  is 
farm  oriented  and  supplies  income  and  expense  records,  depreciation 
schedules,  farm  business  analyses,  cash  flows,  and  profit  and  loss 
statements. 

Armed  with  this  tool,  the  PCA  and  the  farmer-borrower  are  in  an 
excellent  position  to  make  financial  decisions  that  will  affect  the  fu- 
ture of  his  farm. 

Very  compatible  to  the  financing  and  farm  record  services  are 
credit-related  insurance  programs. 

Farm  people  demand  conndentiality  and  will  open  up  completely  to 
the  counseling  of  their  PCA  creditor  on  day-to-day  decisions. 

Ko  one  in  the  world  has  more  exposure  to  the  farm  family  than  does 
his  creditor.  We  laiow  his  every  purchase,  the  net  worth  of  his  unit, 
the  health  of  his  family,  and  his  plans  for  the  foture.  Putting  all  these 
essentials  together,  the  farmer  has  an  opportunity  to  truly  manage  his 
business  ana  not  he  oversold  or  undersold  on  related  services. 

I  believe  that  farmers  and  ranchers  should  have  a  choice  of  places 
to  go  for  credit,  recordkeeping,  and  insurances,  and  I  also  believe  that 
PCA's  can  do  the  best  job  of  providing  these  services. 

I  believe  that  it  is  imperative  that  our  farm  credit  system  be  permit- 
ted to  provide  services  which  are  closely  related  to  the  financial  activi- 
ties of  the  farmer  if  we  are  to  effectively  finance  this  and  future  genera- 
tions of  farmers  and  ranchers. 
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And,  Mr.  Chainnan,  if  I  might  add  just  a  support  in  addition  to  the 
bill  of  H.R.  4782,  recognizing  that  conservation  was  part  of  this,  if  1 
might  just  add  to  that,  that  I  am  a  longtime  supervisor  for  the  Grant 
County  Soil  Conservation  District  in  western  North  Dakota. 

I  thmk  that  if  these  3  percent  of  the  people  who  represent  the  fann- 
ers— can  hardly  be  expected  to  take  care  of  all  the  natural  resources  of 
this  great  Nation. 

And,  with  the  help  of  some  kind  of  sup^rt,  any  endeavor  for  the 
good  of  this  soil  conservation  service,  in  addition  to  this. 

Thank  you  very  much  for  the  opportunity  of  being  here  today. 

Mr.  JoNzs  of  Tennessee.  Thank  you  very  much,  Mr.  Stewart,  for 
your  statement.  We  appreciate  it. 

Mr.  Bueling,  you  may  proceed. 

STATEHENT  OF  BTJSSELL  K.  BUELINa,  FSOSUCTION  CBEDH 
ASSOCIATION  OF  FASOO,  SEVElTrH  FAXU  CBEDIT  DISTBICT 

Mr.  BuxLiNO.  Thank  you,  Mr.  Chairman. 

Mr.  Cliairman  and  members  of  the  subcommittee,  I  am  SusbbII  M. 
Bueling  of  Sheldon,  N.  Dak. 

I  own  and  operate  a  2,200-acre  crop  and  livestock  farm. 

I  am  appearing  here  in  a  dual  role  as  an  active  farmer-rancher  and 
a  director  repi'csentative  of  our  pit>duction  credit  association. 

I'\-e  l)cpii  n  meiiibor  of  the  Production  Credit  Association  of  Fargo 
for  more  than  35  years  and  have  represented  the  membership  on  t£e 
board  of  directors  nearly  18  years. 

The  Production  Credit  A^ociation  of  Fargo  serves  in  excess  of  2,000 
members  in  southeastern  North  Dakota.  Many  of  these  members  have 
taken  advantage  of  the  availability  of  the  various  related  financial 
services  wliich  «i-c  optional  on  the  part  of  the  member. 

Several  districts  of  our  system  have  offered  collateral  insurance 
which  seems  to  be  out  of  character  with  previous  testimony  by  inde- 
pendent insurance  agente  and  some  farm  organizations. 

Survey  results  indicate  a  need  and  a  desire  by  our  members  that 
collateral  insiimnce  be  offered  to  them  by  their  local  production  credit 
association. 

A  recent  survey  in  our  district,  where  231  farmers  participated,  re- 
sult«>d  in  92  indicating  less  than  adequate  coverage. 

Fifty-nine  said  that  they  had  not  had  a  physical  appraisal  of  their 
property  hy  their  insurance  agent  for  well  over  2  years. 

Recent  nros  in  a  potato  warehouse  and  several  grain  dryers  in  our 
aroa  made  it  known  liow  under-insured  farm  property  generally  is:. 

I  believe  that  these  figures  indicate  a  real  need  for  a  more  adequate 
servicing  by  the  insurance  industry. 

The  [XTSonncl  of  the  production  credit  association  deal  only  with 
farmers  and  have  constant  contact  with  their  members  on  the  farm. 
Therefore,  a  periodic  update  of  their  insurance  program  and  needa 
would  be  assured. 

The  income  derived  from  the  sales  of  related  services  becomes  a 

{lart  of  lowering  the  overall  costs  involved  in  liie  running  of  their 
ending  institutions,  which  I  believe  is  a  prudent  way  to  mn  an  effec- 
tive farm  lending  organization. 
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The  sunflower  industry  in  North  Dakota  and  western  Minnesota  has 
grown  by  leaps  and  bounds  and  there  will  be  many  farmers  engaged  in 
the  raising  of  seed  as  well  as  banding  together  in  groups  in  the  storage 
and  processing  of  this  new  and  important  cash  crop. 

I  believt  it  is  important  that  our  farm  credit  legislation  includes 
this  provision  for  allowing  groups  of  farmers  to  market  and  process 
their  commodities  in  this  way. 

I  am  grateful  for  the  opportunity  to  express  my  views  before  this 
subcommittee  and  thank  you  very  much. 

Mr.  Jones  of  Tennessee,  Thank  you  very  much,  Mr,  Bueling.  Your 
suggestions  will  certainly  be  given  serious  consideration. 

That  concludes  the  morning  session. 

You  know,  there  are  a  number  of  people  in  this  audience  that  I  would 
like  to  personally  recognize.  I  have  some  personal  friends  here  that  I 
have  known  for  a  good  many  years,  and  I  was  going  to  say  this, 

Ed  Madigan,  I  don^  believe  tnat  we  have  had  an  audience  that  came 
from  as  many  areas  as  this  audience  does  today,  and  I  do  certainly 
appreciate  it.  It  speaks  well  for  you  people  having  come  that  far  to  be 
interested  in  agriculture  as  you  are. 

I  want  to  recognize  Kay  Wax  in  the  audience,  because  Ray  and  I 
have  been  friends  for  about  30  years.  I  am  iust  glad  he  is  here  today. 

We  have  worked  with  ASCS  together  for  a  long  time. 

We  have  a  gentleman  from  Chappell,  Nebr.,  who  is  here.  Mr.  Billy 
Ray.  I  am  delighted  you  are  here. 

I  think  he  may  be  visiting  down  here  somewhere,  but  I  called  for 
him  yesterday  to  tell  him  I  was  going  to  be  here  because  we  have  been 
working  on  Federal  crop  insurance  together. 

Thank  you,  Mr.  Ray,  for  being  here. 

The  subcommittee  will  stand  in  recess  until  1  ;30. 

We  can  be  here  until  about  5,  so  we  are  going  to  do  our  best  to  hear 
everyone.  And  if  we  don't  get  to  you,  we  will  file  your  statement  just 
the  same. 

[Whereupon,  at  12 :20  p.m.,  the  subcommittee  recessed  to  reconvene 
at  1 :30  p.m.  this  same  date.] 

AFTERNOON   SESSION 

Mr.  Jones  of  Tennespec.  The  Subcommittee  on  Conservation  and 
Credit  will  resume  its  hearing  at  this  point. 

Congressman  Madigan  is  Tipre,  but  he  is  doing  some  television  on 
the  outside,  and  he  will  be  back  in  just  a  moment. 

Bnt  I  think,  for  the  sake  nf  time,  we  should  begin. 

Mr.  Harold  Steele,  president  of  the  Illinois  Farm  Bureau  in  Bloom- 
ington,  m.  is  nur  first  witness,  nnd  he  is  to  be  followed  by  Dick  John- 
ston, the  president  of  the  Missouri  Farm  Bureau. 

So,  if  vou  gentlemen  would  care  to  take  your  seats. 

Harold,  you  can  lead  off,  and  then  we  will  hear  Mr.  Johnston. 

We  are  delighted  that  both  of  you  are  here  and  that  you  can  take 
part  in  our  hearing. 
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SIATEMEHT  OF  EASOLD  B.  STEELE,  PBESISEHT,  ILLXROIS  FASK 
BUBEAU 

Mr.  Steele.  I  do  appreciate  the  opportunity  of  beinc  here. 
My  name  is  Harold  B,  St«ele.  I  am  president  of  the  Illinois  Farm 
Bureau,  a  voluntary  membership  organization  which  includes  in  its 
membership  some  75  to  80  percent  of  the  fanners  in  Illinois. 

We  appreciate  this  opportunity  to  appear  today  and  present  to  you 
some  brief  thoughts  on  H.R.  4782,  a  bill  to  amend  the  Farm  Credit 
Act  of  1971,  and  on  the  conservation  programs  which  are  so  importAnt 
to  our  agricultural  community. 

The  cooperative  farm  ci-cdit  system  is  an  integral  part  of  Illinois 
agriculture.  Many  of  our  farms,  much  of  our  machinery  and  live- 
stock, and  many  of  the  businesses  that  serve  agriculture  are  financed 
by  the  cooperative  farm  credit  system. 

In  addition  to  their  financial  services  to  Illinois  farmers,  the  farm 
credit  system  has  been  a  good  neighbor  in  our  common  efforts  to  serve 
the  Illinois  farmer. 

And  I  might  say  at  this  juncture,  Mr.  Chairman,  that,  because  of 
time,  I  will  be  highlighting  some  of  this,  but  I  would  ask  that  the 
entire  statement  be  included  in  the  record. 

Mr.  Jones  of  Tennessee.  Without  objection,  the  entire  statement  will 
be  placed  into  the  record  after  your  summation. 

Sir.  STEEi.f-  Farm  bureau  supported  the  farm  credit  system  in  its 
legislitive  efforts  early  in  the  decade,  thereby  assisting  in  the  passa^ 
of  the  Farm  Credit  Act  of  1971.  However,  farm  bureau  did  raise 
reservations  at  that  time  about  the  role  of  the  system  in  providing 
certain  collateral  services. 

Since  passage  of  the  1971  act,  this  area  has  continued  to  cause 
concern  and  has  been  the  primary  source  of  misunderstanding  between 
our  two  organizations. 

Last  year,  farm  bureau  delegates  from  49  States  and  Puerto  Rico 
passed  a  resolution  seeking  to  prohibit  the  cooperative  farm  credit 
mstitutions  from  selling  property  and  casualty  insurance.  We  will  not 
dwell  on  farm  bureau  policy  on  this  subject,  because  I  am  sure  it  was 
clearly  stated  by  Mr.  James  Putman,  president  of  the  Tennessee  Farm 
Bureau  at  your  Memphis  hearing. 

Mr.  Jones  of  Tennessee.  He  did  cover  that  when  we  were  in 
Tennessee. 

Mr.  Steele.  So  I  will  only  mention  this  today  to  show  that  we  believe 
that  it  is  important  that  we  carefully  consider  the  services  be  offered 
and  to  be  as  specific  as  possible  in  setting  the  conditions  of  those 
offerings. 

It  is  because  of  this  experience  that  we  believe  care  at  this  time  can 
a^'oid  future  misunderstandings  and  unnecessary  friction  with  the 
farm  community. 

The  Illinois  Farm  Bureau  does  not  have  detailed  recommendations 
to  make  on  H.R.  4782  at  this  time.  This  subject  is  under  consideration 
by  our  resolutions  committee  in  the  preparation  of  recommendations 
for  deliberation  by  the  471  farmer  delegates  to  our  annual  meetin^^  in 
December. 
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The  position  approved  by  the  delegates  will  serve  as  the  Illinois 
recommendation  to  the  American  Farm  Bureau  Federation  for  con- 
sideration at  its  annual  meeting  in  January.  Thus,  we  will  be  in  a 
much  better  position  to  give  you  fann  bureau  recommendations  after 
January  10, 1980. 

At  this  time,  we  do  not  see  major  provisions  of  the  proposal  which 
we  will  likely  oppose.  Wg  do  believe,  however,  that  there  are  provi- 
sions which  need  further  explanation  as  to  need  and  more  specific 
language  incorporated  in  the  bill. 

We  need  to  be  sure  that  there  is  proper  understanding  now  and  in 
the  future  as  to  what  is  being  authorized. 

We  have  discussed  these  proposals  on  numerous  occasions  in  the 
past  month  with  officials  of  the  St.  Louis  Bank,  and  they  have  helped 
our  understanding. 

Yet,  we  believe  it  is  highly  desirable  that  the  most  specific  language 
possible  be  included  in  the  bill  which  will  prevent  any  misunderstand- 
ings in  the  future. 

As  an  example,  I  would  like  to  bring  to  our  attention  that,  under 
title  III,  sections  301  and  304  in  the  export  area,  this  does  bring  some 
questions  to  our  mind.  It  brings  questions  to  our  mind  even  though, 
lit  State  farm  bureau,  we  have  Deen  one  of  the  strongest  advocates  of 
exporting  agricultural  commodities. 

But  there  are  questions  in  our  mind  as  we  do  look  at  the  wordage, 
and  we  wonder  just  how  much  involvement  would  eventually  come  up 
with  the  farm  credit  system. 

We  would  suspect  that,  or  believe  that  the  language  in  the  bill  is 
broad  and  general  and  does  suggest  to  us  that  the  bank  could  be  in- 
volved primarily  in  virtually  any  export  activity. 

So,  again,  today  we  are  raisi^  this  as  a  question :  What  specifically 
does  that  language  include  t 

And  we  raise  the  question  even  though  we  believe  very  strongly  in 
the  export  market. 

In  ful  likelihood,  this  lending  institution  needs  to  be  a  part  of  it,  but 
let's  be  specific  now,  so  that  we  do  know  what  it  will  mean. 

And  then,  this  same  type  of  comment,  I  believe,  is  in  order  as  we 
look  at  another  section,  in  authorizing  the  PCA's  and  lending  banks 
to  become  involved  in  the  financing  for  basic  processing  and  market- 
ing, and  the  provisions  permitting  the  Federal  Credit  Administration 
Charter  Corporation  to  perform  certain  issues. 

Here,  again,  Mr.  Chairman,  and  Mr.  Madigan,  the  question  that 
comes  to  our  mind  is,  could  this,  for  instance,  could  these  provisions 
suggest  that  the  PSA's  might  finance  hedging  activities  or  specula- 
tion activities  *  We  don't  know. 

We  believe  that  it  should  be  specific  enough  that  we  would  know. 

I  do  reemphftsize  that,  after  our  delegates  examine  these  issues, 
we  may,  indeed,  support  each  of  them,  but  our  questions  are  raised 
today,  should  we  interpret  it  and  be  more  specific  so  that  we  don't 
have  to  guess  in  the  future. 

Again,  I  would  sav  that,  after  January,  we  would  indeed  welcome 
the  opportunity  to  submit  additional  comments  to  you  in  this  regard. 

Now,  if  I  might  step  over  to  the  next  area  of  conservation. 
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Fanners  know  their  future  and  their  son's  future  depends  on  their 
personal  stewardship  of  the  soil.  They  know  it  is  disastrous  to  have 
it  wash  away. 

However,  conservation  is  often  expensive.  It  can  present  severe 
economic  burdens  to  certain  landowners  which  make  it  impractical 
to  practice  the  conservation  needed  to  save  soil. 

Therefore,  we  welcome  your  assistance  and  the  assistance  of  the  gen- 
eral public  to  preserve  the  productivity  of  farmland  for  future 
generations. 

The  Illinois  Farm  Bureau  favors  conservation  cosl>sharing  pro- 
grams as  provided  by  the  Agricultural  StabilizaticHi  and  Conservation 
Service.  Without  such  cost-sharing  assistance,  landowners  would  be 
unable  to  justify  the  short-term  economic  burdens  of  many  useful 
conservation  structures  and  techniques. 

We  believe  the  current  limits  on  the  amount  of  cost-sharing  assist- 
ance per  farm  should  be  increased  or  eliminated  in  a  time  ot  uncon- 
trolled inflation,  to  permit  landowners  to  apply  more  enduring  ero^<Hi 
practices  and  structures. 

We  also  are  concerned  about  the  current  manpower  level  in  the 
Soil  Conservation  Service. 

Many  new  p  1*0^ rams  are  being  directed  at  the  agricultural  sector 
which  are  requirmg  more  technical  assistance.  Often  the  workload 
far  exceeds  the  current  SCS  manpower. 

We  cannot  espect  to  make  reasonable  progress  in  the  application 
of  enduring  conservation  practices  and  structures  without  the  neces- 
sary number  of  competent  technical  personnel. 

We  also  know  that,  in  tlie  years  behind  us,  this  group  of  people,  not 
only  have  been  stewards  to  tlie  farms,  but  have  had  great  expertise  in 
bringing  into  being  the  conservation  jfe  have  today. 

So  we  look  with  favor  to  this  service  and  say  that  we  need  to  look 
at  the  manpower  available  too. 

And,  at  the  same  time,  as  we  look  at  the  208  hearings,  many  fanners 
spoke  out  loudly  and  clearly  for  locally  controlled  voluntary  conser- 
vation programs,  and  it  is  our  sincere  hope  that  conservation  programs 
will  be  kept  on  a  voluntary  basis. 

Mandatory  soil  conservation  programs  cannot  be  applied  to  an 
industry  like  agriculture  with  such  diverse  economic  and  physical 
conditions.  So  wlieve,  given  the  power  of  incentives,  that  thiB  is  the 
proper  route  to  f  ol  low. 

We  have  several  ideas  which  are  not  currently  being  utilized  in  con- 
sprvation  programs  which  wc  feel  merit  study  and  consideration,  but 
it  funnels  around  a  system  of  incentives. 

We  need  more  researcli  on  how  to  estimate  accurately  the  amount 
of  soil  cro<ling  away. 

We  need  to  know  more  precisely  if  the  soil  does  erode  into  streams 
and  doescause  harm  to  those  streams. 

So,  again,  we  are  saying  that  more  concern  is  needed  in  this  whole 
area. 

We  believe  and  know  that  there  are  a  number  of  implements  avail* 
able  to  farmers  today  to  assist  them  in  their  conservation  of  the  soil. 

We  believe  incentive  programs  of  low-interest  rates  and  that  sort 
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of  thing  may  well  be  applied  to  help  in  an  overall  effort.  So,  in  a  cost- 
sharing  type  of  program,  this  will  oe  a.  possibility. 

We  do  not  believe  in  participation  in  a  certain  conservation  activity 
being  required  as  a  condition  of  eligibility  for  Federal  farm  pro- 
grams. T^e  diversity  of  weather,  economic  conditions,  and  soil  condi- 
tions themselves  make  it  unreasonable  to  assume  that,  under  certain 
sets  of  circumstances,  conservation  practices  will  be  uniformly  appro- 
priate at  any  one  time. 

So,  I  thank  you  very  much  for  this  opportunity  to  appear. 

And  that  is  all.  Thank  you. 

Mr.  JoxEfl  of  Tennessee.  Thank  you  veiy  much,  Mr.  Steele. 

[The  prepared  statement  of  Mr.  Steele  follows :] 
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cow  jnlty. 

Tlic  C.f.]..  latlvr  Kiinn  Credit   SyBlem  Is  an   Intccrol  pnrt  of  Illinnis 
oericultur....      Hiny  of  nur   farms,  nrnrh  of  our  laai-liinery  and   livestock  and 

i-arni  Credit  SyKIcn.  In  nddltlon  i^^  tliolr  fLnantinl  service  to  Illinois 
farmcrB.  Ih.  rarm  Credit  Syriten  h^is  l,eer  a  Ri.od  neighbor  In  our  comnon 
effiPtls   to  serve   the   Illinois   farncr. 
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under  cnnr.L<1i.'ratluii  by  our 
coencndatlonB  foe  deliberation 
Ing  In  Dcceuher.      Ihr  position 
Ilnoln   TGCcimendat Ion  to     th.> 


The  lIllnolE  FniRt  PuriAu  does  not  hjv.- 
nnki'  on  t<h  1762  at  this  tlr:.'.  Tlila  suhject 
Besolu: luT,-:  Coaciiti-i-  In  ttic  pTcpsiallon  of 

approved  by  the  delefiatea  vlll  serve  ■■   the 

fir^cTlr.-a:  Fan  Bureau  Federation  for  conajdii 

January.      Thus,  wp  vlll  be   in  a  Buch  hetcei   position  to  rIw  you  Farm  Buri 

recDi.r^cndfltlonB  nfipr  January  16.    1980. 

At   this   tlire,  Hc  do  not  see  Bajor  proviElons  of  tlie  propcsaJ  which 
vp  will   likrly  oppose.     He  do  believe,  houcvor,    that   there  are  provlElons 

lncor|ior£ted  in  the  bill-  We  need  to  be  sure  there  la  proper  imderBCandii 
niiv  and  In  the  future  as  to  wliat  is  belnfl  authorized.  Ue  have  dlncussed 
these  proi^a<iaIs  on  nuKroue  ocraelona  In  the  past  nonth  with  ofriclals  of 
the  Si.    Louis  Bank  and  they  have  helped  our  understanding.     Yet,  ve  bellir 

in  Ih?  1,111  which  will  prevent   future  ■  launders  land  Ine.      Aa  an  exaople  of 
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Tlir   Illinois   F.i™  bi.rc.ui  hat  beou  cne  of   thi-   cniincry'a   BtinnfiPBt 
aJvor:,L,K   of   ii.trinsod  i^npons   of  nfirioi.lluial   products.     Wc  liavu 
iliscbssfd   the  pn.vJsloa  of   TLtle   IIT.    H^-c .    301   mid   304  vltli   St.    Luula 

rlila   KPCUoo  of   Iht   picpo.s.il.      Hwovrr,    for   us   to  imiKicDtand   nnd   fully 
8upi.orl    ihls  pr„vlslon.   w<-   nred  =ioro   Ii.formntlon  uhi.h  qu-intifips    cl.e 

Now,   befor,.   SOIT.S   acciusf   ud   of  fading  negative-  nbout   the   Involvoiwnt   of 
(.he   Hank   In  cxpoi  t   traiisactfiii.fi.    I  vlsh   to  enpharslze   thnt  we  are   not  at 
Chi^   time   taking  a  position   for  or  agn-nst    This   Ee.-tfon.      We  nre   suCRestfns 

of    tlic   hill   ho   as   specifii:   as   posslbl.-.      Failure   In   this   reRard   ray  brJnE 
truBlt.iliona   in   the   noxt   d«ta<lc   and   could   affect   the  Banks'   exi-itlns 

Some  of   the   anme   roinieiilR   could   be  ™de   abnt.t   o   few  of   the   other 
provisions   of   the   propOKal.    locludinR   the   section  authorlzinc  PCA'a   and 
land  banks   lo  become   Involved   In   the   fiiinnclnl;   for  hosle  ptoeesslne  and 

brinn  .1   quPEtlon   to  nind   -  vould   the   PCA's    flnnnce   hedginn  aitlvlties  or 
apecul.itlon  activities? 

Mr.    a.Klmiin,    1   do   rp-imi.h«i,iic   ib.it   after  our  dclCKates   cxanUnc 
tbpae   iKauert,  we  may  support   each   of    Iboin.      Our   questions   today   should  bo 
interpretud  n.s   .1  dcsiio   for  nuirc   specif, r   Inforiuillon   to  help   In   the 
undersl.iudinf,  of   the  need    for   Ibc   Van  Crtdit   Syiilcw  to  become   Involved 
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Sow,   Mr,    n.ulrfuin.    if  wc  night  nako  a  few  cnnBieTitB  recnrdlnB  con^otwntlfm 

FarmerB  kii.™   Chcit  future  and  thclt  son's   future  dppenda  on  tlieJr 
personal   aLouonlahl |)  of  the  soil.      Thny  knou  It   la  disastrous      to  have 
It  uash  avay.     HowevcT.    conservation  is  often  expensive.      It  can  present 
severe  economic  hurdcns  to  certain  landowners  which  Bake  It  Inpractlcal 
to  practice   Che  r-onservacion  needed  to  save  soil.      We  welcone  your  assistance 
nnd  the  asslGCauce  of  the  general  public  to  preaerve  the  productivity  of 
farmland   for  future  Boneratlons. 

The  Illinois  Farm  Butcau  favom  conservation  cost-sharing  programs  as 
provldod  by  the  Agtleultural  Scabllizatlon  and  Conservation  Service. 
Without  such   cost-sharing  assistance,    landownela  would  be  unable  to 
Justify  Che  shorc-tera  ecommtc  burdens  of  many  useful  conservation  structures 
and   techniques.      Wc  believe  the  current  Halts  on  the  awiuiit  of  cost- 
sharing  assistance  per  farn  should  be  increaaed  or  elialnaced  in  a  Cine  of 
uncontrolled  Inflation  to  permit  landowners  to  apply  more  enduring  erosion 

We  are  concerned  about    Che  current  manpower  level  in  the  Soil 
Conservation  Ssrvice.      Many  new  prograBS  are  being  directed  st  the  sgrlcultural 
sector  which  are  requiring  more  tedinlcal  SBSistance.      Often  the  workload 
fat  exceeds   the  current  SCS  manpower.     He  cannot  expect  to  make  reasonable 
progress  in  the  application  of  enduring  conservstion  practices  and  structures 
without   Che  necessary  number  of  competent  technical  personnel. 

In  recent  hearings  held  on  the  Illinois  Eovlronmeotal  Protection 
Agency's  208  Uater  (}uatlty  Plan,   farmers  spoke  out  loudly  and  clearly  for 
locally  controlled,   volunt.iry  conservation  programs.      It  Is  our  alncerc 
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Willi  sucli  dlvLTSL-  ^cuiionlt   and  physical  cmdi t fane.      Gl«en  the  proper 
inccntiVLS.   we  hqlir.g   r:i™^rs  c.-.n  voliiiitari  ly  solve   their  soil  ccosioa 
prubloms. 

Ue  li,-.vp  sever.-,l   Idraa  vhirh  are  not    currcrlly  bt'inp.  utilized  in 

PX.mplc,   a  rovi'lvlPK  fund  cnuld  hp  set   up  for  fdrmor.s  to  provide   lou- 

loans  roiiJd  he  used  lo  pravlde  an  incpntive  for  the  purehase  and  use  of 
conservatiun  luii^Itwnt-  such  aa  chisel  pJo-,-s,  disk  ehlsrls  or  Eero-tlll 
planters. 

We  believe  sow   Incentive  must   be  siven   for  conservation  tillage.      It 
represents  one  nt   the  must   cos  I -effect  lie  nvans  of  coiistrvInB  soil  on 
mnny  sell    types.      Ue  need  mere   research  on   the  detailed  effects  and  advama; 
of  the  various   types  of  con6orv.-:tlDn  ttllaKc, 

Ue  need  Einrc  rese.->rch  on  how  to  Bstlmatc  accurately  the  atiount  of 
soil  erodlnK  fron  partlniUr  slopes.      Feu  faccir  nro  knoim  about  how  eoll 
erosion  fr»n  farmland  nffccts  v.itei   quality.      Too  little   Is  known  about 
the  cconooiIcE  of  ooll  conservation.      Evidence  ue  have  Been  is  very 

strongly   urc.e  the  U.K.n.A.   and   the   land  urant  colleRe  syuten  to  launch 

deduction   If   they   Inst.illed  strnctures  or  adopted  proctlcea  lo  Met  ccrlaln 
noil    losa  Ht.indardp.      Dipital  sains   taxes  eould  be  redurod  to  thune  who 

iiiipleiii.>nHni;  ioi,siTv..llon  prj.clices. 
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iiKt  he  h,-lii  ifsponsibl.-    tnr  Bv.iliitainlnr.  thns.'  cpiijprvat ii..i 
.inui.t  i.floiJ  t..  spend   t.iK  dollars  on  conservation  one  yexT 

■IpJli™   111  a  corldin  for.scrvatioii  .iccivlly 
(Ion  of  rlif,;l.l!Uy   tor   rcdoral   farr.  prograiwi 

.iionji-  and  r.,.il   conditions  nnke   it   unr^,.son,iH 
nf  ton-.c-T'.-^-.icn  practi.rr  will  l.e  unif"rn]v 


tally  beyond   their 


tht>if   iwi.  subjec 


-old  a.   Kn*U-,   rrcsident 


DigiNze.  by  Google 


Mr.  Jones  of  Tennessee.  One  question.  What  is  the  date  of  the  an- 
nual meeting  of  the  Farm  Bureau  Federation  f 

Mr.  Steele.  The  date  of  the  annual  meeting  is  January  7-10,  1980. 

Mr.  Jones  of  Tennessee.  So  that  would  mean  then  that,  probably  by 
the  12th  or  15th,  the  rules,  the  resolutions  would  be  out  as  to  wh^her 
or  not  you  favor  that  nationallv  or  not  ? 

Mr.  Steele.  Yes  sir,  Mr.  Chairman,  That  would  be  very  accurate. 

Mr.  Madioan.  I  am  assuming,  Mr.  Steele,  that  from  what  you  have 
said,  we  should  interpret  that  as  meaning  that  after  that  time,  if  we  are 
to  liave  further  information  in  Washington,  that  you  would  be  glad 
to  testify  then  and  there ! 

Mr.  Steele.  That  is  correct,  I  would  be. 

Mr.  Madioan.  As  I  know  you  are  aware,  we  are  kind  of  over^ 
whelmed  with  very  good  witnesses. 

We  have  had  18  or  19  this  morning,  and  we  have  24  on  the  schedule 
for  this  afternoon.  So,  because  of  that,  Mr.  Steele,  you  get  away  with- 
out any  hard  questioningby  Mr.  Jones  and  myself. 

But  we  will  see  you  in  Washington. 

You  are  always  a  good  witness,  and  we  appreciate  it. 

Mr.  JoxEs  of  Tennosspp.  Now,  Mr.  Diclc  Johnston,  the  president 
of  the  Missouri  Farm  Bureau. 

SIATEHEBT  OF  C.  R.  (SICE)  JOHRSTON,  FEESIDEnT,  USSOUXI 
FAKU  BUBEATJ 

Mr.  Johnston.  Mr.  Chairman,  members  of  the  subcommittae,  my 
name  is  Dick  Johnston,  president  of  the  Missouri  Farm  Bureau 
Federation. 

For  the  record,  the  Missouri  Farm  Bureau  Federation  is  a  volun- 
tary general  farm  organization,  composed  of  over  73,000  participat- 
ing farmer  members  in  108  counties  in  Ilijissouri. 

I  appreciate  the  opportunity  to  appear  before  you  today  and  to 
present  the  views  of  our  members  on  the  proposed  amendment  to 
the  Farm  Credit  Ai-t. 

The  proposed  package  of  amendments  is  both  lengthy  and  complex. 
Several  may  prove  controversial  and  aJI  will  require  careful  study 
and  thorough  debate. 

We  in  farm  bureau  are  attempting  to  provide  nil  members  an 
opjKirtimily  to  study.  diKcus.'i.  nnd  eventiinlly  to  decide  on  the  desir- 
ability of  the  proposed  changes  through  our  policy  process. 

The  Aniericnn  Fanii  Biirenu  has  provided  the  State  farm  bureaus 
with  more  complete  information  on  the  amendments  for  policy  de- 
velopment  discussion.  We  anticipate  considerable  debate  on  this  topic 
at  State  farm  bureau  annual  meetings  and  idtimately  at  the  American 
Farm  Bureau  nnnunl  meeting  in  Phoenix  on  January  6-10. 

It  is  our  liope  to  have  more  explicit  policy  from  our  voting  dele- 
gates relating  to  this  legislation. 

Preliminary  discussions  have  surfaced  several  areas  of  concern  with 
the  proposed  amendments. 

One  proposal  would  authorize  the  hank  for  cooperatives  to  be- 
come involved  in  export-import  financing.  This  is  a  risky  venture  at 
best  and  one  which  should  only  be  attempted  if  it  is  crucial  to  the 
export -import  credit  needs  of  VS.  farm  cooperatives. 


ly  Google 


Two,  another  proposed  amendment  would  lower  from  80  percait 
to  60  percent  the  percentage  of  farmer-voters  required  in  order  for  a 
coopmative  to  be  eligible  to  borrow  from  the  bank  for  cooperatives. 

"We  would  urge  caution  on  any  change  which  might  tend  to  lessen 
farmer  control  of  farmer  cooperatives. 

Three,  the  farm  credit  system  amendments  also  propose  to  authorize 
loss  sharing  agreements  between  and  among  institutions  in  the  Farm 
Credit  System. 

Such  agreements  may  increase  the  likelihood  of  more  risky  loans, 
a  possibility  which  concerns  our  members,  especially  in  light  of  the 
tfxport-iraport  financing  amendment  discussed  earlier. 

Mr,  Chairman,  I  list  these  points  to  help  demonstrate  the  type  of 
questions  and  concerns  which  we  in  the  farm  bureau  hope  to  address  in 
our  1980  policies. 

We  would  reiterate  the  request  made  earlier  by  American  Farm 
Bureau,  tliat  your  committee  delay  any  final  action  on  this  legislation 
until  next  year. 

Our  present  Missouri  Farm  Bureau  policies  do  address  one  area 
relative  to  the  farm  credit  system  which  has  been  the  cause  of  grow- 
ing concern  to  our  membei-s.  Namely,  the  active  efforts  by  some  leaders 
in  the  Farm  Credit  Administration  to  establish  the  farm  credit 
system  as  a  major  supplier  of  farm  insurance  needs. 

Our  members  adopted  tlie  following  policy  for  1979  concerning  this 
problem : 

We  o[q>ose  ttie  Be!llDg  of  all  types  ot  Insurance  b;  government  and  quasi- 
govemment  lending  asencies.  This  Is  not  the  purpose  of  original  intent  in  founding 
Buch  credit  institutions. 

This  package  of  amendments  offered  by  the  Farm  Credit  Adminis- 
tration provides  Congress  with  an  opportunity  to  clarify  the  intent 
of  the  1971  Farm  Credit  Act  which  authorized  the  farm  credit  system 
to  offer  financially  related  services. 

This  reference  to  financially  related  services  in  the  1971  act  has  lead 
to  a  full-blown  property  insurance  program  currently  being  pursued 
through  so-called  pilot  projects  in  three  farm  credit  districts  including 
the  St.  Louis  district  which  serves  Missouri. 

We  have  several  concerns  with  the  farm  credit  system's  involve- 
ment in  the  insurance  business. 

Congress  established  the  farm  credit  system  to  provide  adequate 
and  sound  credit  to  farmers  and  farm  cooperatives. 

The  1971  Farm  Credit  Act  reestablished  this  goal  as  the  farm  credit 
system's  major  objective. 

Although,  in  most  cases,  they  have  done  an  outstanding  job  of 
supplying  credit  for  farmers  and  our  cooperatives,  credit  problems 
in  agriculture  are  far  from  beine  resolved. 

Rather  than  starting  an  ambitious  program  of  financially  related 
services,  we  would  strontrly  recommend  that  the  farm  credit  system 
get  back  to  the  original  objective  for  which  it  was  created  by  Congress : 
supplying  adequate  and  sound  financing  to  farmers. 

We  not  only  question  whether  this  insurance  program  follows  the 
intent  of  Congress,  but  our  experience  in  M'ssoun  would  indicate  that 
the  farm  credit  system  is  not  even  following  one  of  its  own  criterion 
for  establishing  financially  related  services;  namely,  that  there  is  a 
need  for  this  service. 
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We  can  find  absolutely  no  need  for  additional  insurance  carriers  in 
any  of  the  counties  in  Missouri  where  production  credit  associations 
are  currently  offering  their  insurance  program. 

Our  own  affiliate,  Farm  Bureau  Town  and  Country  Insurance,  is 
active  in  all  Missouri  counties  and  numerous  other  companies  writing 
farm  accounts  can  be  found  throughout  the  State,  including  MFA, 
Cameron  Mutual,  Farmers  Insurance  Group,  and  numerous  locally 
owned  county  mutual  companies. 

When  we  have  questioned  PCA  officials  about  this  apparent  conflict, 
their  response  has  been  that,  although  tliere  are  plenty  of  insurance 
companies  and  agents  available,  most  are  doing  a  poor  job  of  serving 
farm  insurance  business. 

Informal  surveys  have  been  conducted  by  PCA's  that  purportedly 
show  that  over  80  percent  of  tlie  farniors  contacted  are  currently 
underinsured.  This  subjective  judgment  on  quality  of  service  has  be- 
come the  justification  for  need  for  service  in  the  offering  of  their 
insurance  programs. 

I  emphasize  the  term  subjective  judgment,  because  underinsured  in 
the  eyes  of  a  loan  officer  may  not  be  underinsured  in  the  eyes  of  the 
'nsured  or  professional  insurance  agent. 

As  an  example,  one  of  our  farm  bureau  members  has  his  residence 
:nsured  with  our  Town  and  Country  Insurance  Co.  at  $13,000. 

He  received  a  phone  call  from  one  of  his  local  PCA's  soliciting  his 
:nsurance  business.  They  subsequently  insured  that  same  property  for 
$26,000. 

Our  local  agent  reports  that  an  absolute  maximum  value  for  that 
property  would  be  $16,000.  At  $26,000,  it  is  grossly  overinsured. 

My  point  is  simply  this :  For  the  PCA's  to  determine  need  for  service 
on  the  basis  of  their  interpretation  of  what  constitutes  proper  insur- 
ance coverage  is  ludicrous. 

The  fact  is,  rural  Missouri  has  an  abundance  of  competent,  profes- 
sional insurance  agents,  capable  of  handling  the  insurance  needs  of 
Missouri's  farms. 

Another  rationale  or  selling  point  often  used  to  support  the  current 
insurance  activities  of  POA's  is  the  argument  that  a  proBtable  insur- 
ance business  will  mean  lower  interest  rates  for  farm  credit  system 
borrowers. 

We  assume,  therefore,  that  the  opposite  is  also  true:  an  unprofitable 
insurance  business  means  higher  interest  rates  for  borrowers. 

There  is  no  guarantee  of  profitability  in  any  business  venture,  and 
certainly  not  in  the  case  of  insurance. 

Mnny  companies  writinp  farm  lines,  including  our  own,  have  bat- 
tled high  loss  ratios  for  many  ye^rs.  Unless  a  company  has  strict  under- 
writing guidplines  in  both  the  field  and  in  the  home  o^ce,  the  potential 
for  losses  is  magnified  several  times. 

We  find  no  evidence  of  careful  tmderwriting  by  the  company  cui^ 
rently  under  contract  in  Mipsouri  to  handle  the  farm  credit  system's 
proportv  insumnce. 

In  the  case  cited  earlier,  the  $26,000  insurance  coverage  was  extended 
on  the  property,  sight  unseen. 

If  the  farm  credit  svstem  continues  their  expansion  into  noi- 
credit  areas,  we  suspect  lo°s  sharing  would  be  needed  not  only  between 
the  different  institutions,  but  also  between  the  different  enterpriflee. 
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Despite  the  seriousness  of  our  concerns  already  expressed  here  to- 
day, by  far  the  most  serious  problem  with  this  program  is  the  opinion 
expressed  by  our  members  tnat  insurance  needs  and  credit  needs  do 
not  mix. 

Whenever  any  credit  institution  begins  offering  insurance  coverage 
thepotential  for  coercion  is  inescapable. 

Cfurrent  Federal  banking  codes  attempt  to  protect  borrowers  from 
undue  pressure  to  purchase  insurance  from  banks  or  other  lending 
institutions.  However,  the  economic  leverage  which  a  PCA  holds  over 
a  typical  farmer-borrower  defies  any  attempts  to  regulate  against 
intentional  or  unintentional  pressure  associated  with  loan  approvals 
or  renewals. 

In  our  conversations  with  PCA  officials,  they  have  indicated  that 
they  are  not  pushing  their  insurance  program. 

The  impression  is  left  that  the  program  is  just  there  and  people  use 
it  if  they  so  desire.  Our  experience  in  Missouri,  however,  clearly  shows 
that  the  PCA's  are  very  capable  of  developing  a  hard  push  for  their 
insurance  program. 

This  includes  telephone  solicitation,  letters  to  borrowers,  and  even 
radio  ads. 

We  have  attached  exhibit  1,  an  example  of  a  letter  which  was  re- 
ceived by  a  PCA  borrower  concerning  his  insurance  needs. 

This  letter  is  an  example  of  a  PCA  applying  hard-sell  tactics  for 
their  insurance  program.  The  letter  leaves  little  doubt  in  a  borrower's 
mind  that  the  PCA  wants,  and  perhaps  even  expects,  his  insurance 


I  hope  that  when  your  committee  takes  action  on  the  Farm  Credit 
Act  amendments,  you  will  favorably  consider  an  amendment  which 
will  prohibit  tlie  farm  credit  system  from  handling  any  insurance 
otherthan  credit  life. 

Thank  you. 

[The  attachment  referred  to  above  follows :] 

CABUTHEBSviLif  PRODrcTioR  CREtirr  Association, 

CoTMthertviUe,  Mo..  September  XI,  1678. 

Deab  Johhrt  A14D  RoprniE:  We  know  ron  are  constantly  concerned  about 
"Farming  for  Profit".  We  well  realise  tbe  cost  of  todajs  tarmlnK  operation  with 
low  farm  prices  and  the  high  cost  of  everything  yon  buy.  This  la  jnat  one  ot  the 
reasons  your  PCA  Association  entered  Into  the  Insurance  business.  We  know 
you  are  vitnlly  concerned  about  adequate  protection  for  you  and  your  family.  Our 
utmost  concern  Is  seeing  you  get  the  most  and  best  coverages  for  the  dollars  yon 
spend.  In  most  ioRtances,  we  are  able  to  give  yon  lover  Insurance  cost  or  much 
letter  coverages  than  you  have  had  in  the  posL  It  will  not  cost  you  a  penny  for 
us  to  look  over  your  present  coverages  and  qnote  yon  onr  rate*-. 

Even  though  yon  may  not  be  Interested  In  oar  Insurance  program,  we  need  the 
information  below  for  your  loan  file. 
Tours  very  truly, 

RdBEBT  S.  OABKnT, 

VUx  Preaiient. 

Present  Agent  or  Company 

Rpnew"!  dntPH— Home : 

Machinery  _      

Farm    Liability ,. 

I  would  like  a  PGA  representative  look  over  my  present  coverages.  !Pe»^ — 
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Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Jc^inston. 

And  I  assume,  likewise,  ^ou  will  be  available  after  tlio  annual  meet- 
ing if  we  need  you  in  Washington  for  further  testimony  I 

Mr.  Johnston.  Yes,  sir.  Be  happy  to. 

Mr.  Jones  of  Tennessee.  We  appreciate  your  being  here  today. 

Our  next  witness  is  Mr.  Leonard  Fouts  of  West  Point,  Ind. 

Mr.  Fouts,  we  are  delighted  that  you  are  here  to  present  your 
statement. 

STATEMERT  OF  LEONAXD  K.  FOTHS,  IIFFECAVOE  COTnTTT,  XTO. 

Mr.  Fours.  Mr.  Chairman,  members  of  the  sub<»mmittoe,  I  am 
Leonard  R.  Fouts  from  Tippecanoe  County,  Ind. 

My  son.  Bill,  and  I  have  a  family-type  farm  on  which  we  prow 
around  800  acres  of  row  crops  consisting  of  com,  beans,  and  wheat. 
We  also  keep  around  80  head  of  beef  cows,  and  feed  out  their  increase. 

In  addition  to  my  farming  operation,  I  am  active  in  niany  farm 
organizations,  but  more  specifically,  I  i>m  now  in  my  20th  year  of 
service  on  the  board  of  directors  of  the  Lafayette  Production  Credit 
Association. 

It  is  through  this  service  that  I  have  had  the  privilege  of  serrinff 
the  past  year  on  the  PCA  national  committee,  representing  the  Fourth 
Form  Credit  District 

I  come  from  a  f  arm-credit-oriented  famUy. 

My  uncle  served  for  many  years  as  secretary-treasurer  of  the  Tippe- 
canoe-Warren NFLA,  and  he  also  served  on  the  Fourth  Farm  Credit 
District  Board. 

My  present  farm  was  used  as  the  Federal  land  bank  "A"  benchmark 
farm  in  real  estate  appraisal. 

My  purpose  in  being  here  today  is  to  endorse  the  farm  credit  pack- 
age that  is  now  in  Congress,  for  I  feel  it  has  many  provisions  that 
can  strengthen  the  Farm  Credit  System  to  better  serve  its  membership. 

However,  being  interested  in  sliort-term  credit,  I'm  concerned  that 
the  package  dons  not  contain  any  provision  for  longer  term  loan  for 
PCA. 

Around  1962  the  7-year  loan  was  approved,  but  since  then  there  has 
been  no  change  in  the  length  of  loan  the  PCA's  can  make.  However, 
there  has  been  many  changes  in  the  many  factors  that  affect  the  net 
profit  a  fnrmor  or  rancher  retains  today. 

It  is  this  narrow  margin  of  prolit  that  I  feel  makes  a  longer  term 
loan  a  must.  We  are  all  aware  that  capital  is  paid  for  from  net  profit. 

The  increaspd  cost  in  tmctors,  combines,  and  other  larger  machinery 
items  take  their  share  of  this  net  margin,  but  are  not  what  I  am  speak- 
ing of,  since  their  life  is  no  longer  than  before. 

The  items  I  am  referring  to  arc  ones  that  have  a  probable  life  span 
of  10  to  15  years,  such  as  livestock  confinement  buildings,  manure 
lagoons,  fences,  silos,  and  any  others  that  can  be  fitted  into  this  type 
of  loan. 

I  also  feel  that  if  the  member  can  cash-flow  this  type  of  loan  on  a 
10-  to  l.'i-year  basis,  he  would  rather  have  it  with  a  short-term  lendu* 
because  he  probably  would  not  need  a  real  estate  mortgage. 
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I  realize  that  this  length  of  loan  can  be  served  by  the  Federal  land 
bank,  of  which  I  am  a  member,  but  Federal  land  bank  can  only  make 
it  via  a  first  mortgage. 

I  also  realize  that  there  may  be  a  bit  of  overlapping  of  service  with 
this  length  of  loan,  but  I  feel  that  the  choice  can  only  be  healthy 
for  the  member. 

History  shows  that  farm  credit  legislation  comes  along  but  once 
every  8  to  10  years.  I  am  certain  that  the  type  of  service  that  the  PCA 
member  has  enjoyed  in  the  past  will  be  seriously  curtailed  in  relief 
of  this  situation  is  not  contamed  in  the  farm  credit  package  of  1979. 

Thank  you. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Fouts  for  that 
statement.  We  do  appreciate  this. 

Because  of  the  shortage  of  time,  we  better  forgo  any  questions. 

Mr.  Clark,  we  are  glad  that  you  are  here;  please  proceed. 

STATEMENT  OF  WAYNE  0.  CLARK,  FAKMEB,  CATUN,  HI. 

Mr.  CI.ARK.  Thank  you,  Mr.  Chairman. 

My  name  is  Wayne  Clark  from  Catlin,  111. 

I  have  farmed  all  my  life  in  the  Catlin  area.  I  am  farming  the  land 
that  my  father  farmed,  and  my  grandfather  before  him. 

My  father  was  one  of  the  charter  members  of  our  local  production 
credit  association.  The  agricultural  cooperative  movement  has  always 
played  an  important  part  in  our  farming  operation. 

In  my  years  of  farming,  I  have  seen  agriculture  as  one  of  the  most 
prosperous  vocations  a  man  could  be  in.  I  have  also  seen  the  times  we 
wondered  if  there  was  any  possible  way  we  would  stay  in  business  for 
another  year. 

During  those  bad  times,  the  only  way  I  was  able  to  continue  in  farm- 
ing was  due  to  the  fact  that  I  had  the  backing  and  support  of  the 
farm  credit  system.  I  assure  you,  no  one  knows  better  than  I  what 
the  words  "dejjendable  farm  credit"  really  mean. 

In  addition  to  credit,  I  have  been  a  strong  supporter  and  user  of 
the  other  credit -related  services  offered  by  my  local  PCA.  I  am  making 
special  reference  to  the  insurance  program  they  have  available  for  my 
use. 

When  I  say  "available  for  my  use,"  I  mean  exactly  that.  I  have  never 
in  any  way  been  forced  to  use  the  insurance  services  available  in  my 
association. 

I  use  them  because  they  are  good,  their  price  is  fair,  and  they  fit  my 
nreds. 

A  bill  was  introduced  in  the  Illinois  House  in  Springfield  this  last 
spring  to  prevent  PCA's  from  selling  insurance.  I  attended  this  house 
hearing  fefore  the  subcommittee  in  support  of  the  PCA's  selling 
insurance. 

I  understand  a  similiar  bill  was  presented  in  the  State  of  Missouri. 
Th's  evidently  has  been  a  controvi^rsial  issue. 

Fortunately,  both  bills  died  in  committee.  Most  of  the  testimony  in 
favor  of  the  bill  was  from  insurance  agents  who  do  not  want  compe- 
tition. They  indicated  that  members  were  coerced  into  buying  insur- 
ance. Nothmg  could  be  further  from  the  truth. 
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I  have  not  always  carried  my  crop  yield  insurance  with  ray  local 
PCA,  but  I  like  the  competition,  because  then  I  have  a  choice.  I  even 
like  the  competition  between  cooperatives. 

Not  only  do  I  have  a  choice,  but  competition  creates  a  better  quality 
product  and  a  better  service  to  me  as  a  user. 

Let's  say  I  jjick  up  $50,000  of  borrowed  money  from  mv  local  PCA 
to  buy  a  combine.  I  want  instant  credit  life  insurance  before  I  go  out 
the  door  of  that  office.  My  local  PCA  provides  me  with  that  coverage 
and  service. 

Our  association  offers  insurance  services  to  its  members  because  we 
fanners  request  them.  I  have  talked  with  my  farmer  neighbors,  and 
they  have  also  indicated  they  carry  insurance  with  PCA  because  of 
the  cost,  the  service,  and  they  are  dealing  with  people  who  under^Aud 
their  needs. 

If  we  don't  like  doing  business  with  PCA,  we  know  we  can  go 
elsewhere, 

I  fail  to  see  anything  wrong  with  a  group  of  farmers  organizing 
their  own  business. 

PCA's  are  member-owned  lending  cooperatives.  We  lend  our  own 
money  and  money  we  have  borrowed  from  the  investing  public. 

We  are  not  asking  for  Government  assistance,  as  some  large  corpo- 
rations are  doinar  now. 

We  are  not  asking  for  Government  handouts,  subsidies,  or  charities. 
We  are  only  asking  for  a  bill  to  be  passed  in  Congress,  as  presented. 

This  will  allow  us  to  run  a  fair,  competitive,  and  profitable  business 
that  will  serve  the  needs  of  the  member  owners, 

I  thank  you  very  much. 

Mr.  Jones  of  Tennessee.  Tliank  you  very  much,  Mr.  Clark. 

We  appreciate  your  statement.  I  am  sure  you  will  get  consideration. 

Mr.  Shattuck,  if  you  will,  introduce  the  person  with  you. 

Mr.  SiiATTTCK.  Sure. 

Chairman  Jones,  Congres-sman  Madigan,  my  name  is  Jay  Shattuck, 
and  I  am  director  of  government  affairs  for  the  Independent  Insur- 
ance Agents  of  Illinois, 

I  have  with  me  today  to  testify,  Gordon  Sowers,  who  is  the  presi- 
dent of  the  ln(lc)>on(lrnt  Farm  Insurance  Agents  of  Illinois  and  a 
member  of  the  Independent  Insurance  Agent  of  Illinois. 

Mr.  Jones  of  Tennessee.  Mr.  Sowers  will  present  the  statement; 
fine. 

STATEHEHT   OF  OOBDON   SOWEBS,   PBESIDEHT,   rSJXSXBSVEta 
PARK  AGEHT8  OT  ILLIHOIS,  HEHBEB  OF  THE  IHDEPEHSSHT 

nranitAiTCE  agents  of  xllhiois;  accokpanied  bt  jat  shat- 
tuck, msEPEHSEHT  nvsiniAHCE  agents  of  nxnrois 

Mr,  Sowers.  Mr.  Chairman,  Congressman  Madiean,  as  Mr.  Shat- 
tuck pointed  out,  I  am  Gordon  Sowers  from  Watseka,  about  65  miles 
north  of  Champaign. 

I  am  an  independent  insurance  agent  with  Iroquois  Insurance 
Agency  of  Watseka,  and  I  live  on  a  farm. 

I  appear  before  you  today  as  president  of  the  Independent  Farm 
Agents  of  Illinois,  which,  as  Jay  mentioned,  is  a  member  or  affiliate 
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of  the  Independent  Insurance  Agents  of  Illinois,  and  which  has  ap- 
proximately 300  farm  a;:;ent  members, 

IIAI  is  a  State  association  which  represents  approximately  8,000 
property  and  casualty  agents  and  their  employees. 

A  substantial  number  of  these  member  agents  are  small  business- 
men who  provide  personal,  professional  insurance  counseling  and 
service  to  Illinois  farmers. 

In  our  own  i>articutar  agency,  we  are  in  a  small  town  and  we  are 
predominately  farm  insurance  agents,  servicing  farmers  and  agri- 
business-related people. 

The  Farm  Credit  Act  was  established  primarily  to  serve  the  credit 
needs  of  the  farmers.  And  I  say  this  from  firsthand  because  I  think 
my  father  got  his  first  PCA  loan  either  in  1939  or  1940. 

The  independent  agents  fully  support  the  purpose  for  which  the 
farm  credit  system  was  created,  and  our  local  production  credit  asso- 
ciations, which  are  invaluable  assets  to  the  many  Illinois  communities 
they  now  serve,  especially  in  our  area  in  Watseka. 

liowevcr,  in  your  consideration  of  the  Farm  Credit  Act  amend- 
ments, designed  to  improve  the  operations  of  the  farm  credit  system, 
it  is  appropriate  to  take  a  close  look  at  one  aspect  of  the  program 
entirely  unrelated  to  credit,  where  congressional  intent  as  embodied 
in  the  Farm  Credit  Act  of  1971,  has  not  been  carried  out:  and  where, 
if  current  activities  continue,  the  long-term  interest  of  this  Naticm's 
farmers  will  not  be  served,  and  unaffiliated  small  businessmen  will 
continue  to  be  faced  with  unfair  competition  from  Government- 
backed  farm  credit  lending  institutiona 

And  at  this  point,  I  would  like  to  add  that  we  have  seen  other  areas 
where  we  feel  that  this  is  only  the  tip  of  the  iceberg,  that  when  a  lender 
and  an  insurance  agent  are  one  and  the  same,  it  has  aji  efiFect  on  the 
borrower. 

Because  of  unfair  competitive  advantages  the  farm  credit  institution 
would  havp  over  unaffiliated  small  businesses,  and  because  of  the  fear 
of  the~se  institutions  would  be  diverted  frran  their  primary  function  of 
extending  agricultural  credit.  Congress  in  a  conference  report  adopted 
langiingrp  which  clearly  expressed  the  intent  that  insurance  coverage 
should  be  strictly  limited  and  only  offered  when  similar  service  is  not 
being  provided  adequately  in  terms  of  cost,  quality,  and  availability  by 
unaffiliated  businesses  in  the  community.' 

The  Farm  Credit  Administration,  following  Congress  intent,  created 
regulations  for  farm  credit  institutions  that  wish  to  offer  financially 
related  services. 

One  of  these  is: 

(1)  Need  for  the  service  based  on  persnaxive  eviden'^  that  membersMp  need 
for  and  Interest  In  tbe  proposed  service  Is  snfflclent  to  Inanre  tbat  a  qnallty  serv- 
ice can  be  provided  at  resE'^nable  cost  and  tbat  similar  service  la  not  being  pro- 
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Tided    adequate,    based    on    cost,    quality,    availability,    by    otfien    In    the 
communitr.' 

And  thai  we  list  some  evidence  that  we  would  like  for  you  to  look  at. 
Production  credit  association  and  Federal  land  banks  have  ig- 
nored this  regulation,  and,  furthermore,  have  read  the  collateral  le- 
striction  out  of  the  conference  report  language  by  defining  collateral 
to  he  any  asset  where  loan  repayment  reasonably  may  be  considered 
to  be  jeopardized  ii  such  assetf  are  not  protected  by  insurance.' 

In  fact,  farm  credit  institutions  have  gone  so  far  as  to  solicit  in- 
surance from  nonmembers.  And  I  have  included  an  exhibit  in  my 
report  that  I  would  like  to  have  you  read. 

We  believe  wholesale  entry  of  PCA's  and  Federal  land  banks 
into  the  insurance  agency  business  would  be  against  the  best  interest 
of  this  Nation's  farmers. 

The  promise  of  growing  income  from  expanded  insurance  activi- 
ties will  divert  associations  from  their  primary  function  of  extending 
farm  credit,  thereby  potentially  jeopardizing  the  solvency  of  particu- 
lar cooperatives  and  frustrating  the  goals  to  build  a  stronger  fann 
credit  system. 

And  a  couple  of  other  witnesses,  Mr.  Steele  and  Mr,  Johnston, 
have  posed  a  couple  of  thoughts  that  I  haven't  even  thought  about 
regarding  the  profitability  and  solvency  of  that  type  of  a  business. 

The  danger  is  very  real  because  the  cooperatives  are  already  mar- 
keting these  insumnce  programs  as  moneymakers  for  the  coopera- 
tive, not  out  of  a  demonstrated  need  for  the  service. 

And  we  have  exhibit  B  to  point  some  of  this  out. 

As  a  general  rule,  farmers  will  not  receive  the  same  professional 
counseling  and  service  when  purchasing  insurance  from  a  PCA  or 
Federal  ^nd  bank  employee  who  sells  insurance  only  as  a  sideline 
to  his  primary  responsibiHty. 

We  feel,  in  addition  to  that,  that  the  lines  that  are  being  sold  are 
far  from  the  total  insumnce  needs  of  the  fnrmer. 

In  contrast,  the  independent  agent's  primary  business  is  selling 
insurance  and  he  depends  upon  a  satisfied  customer  to  stay  in  busi- 
ness. 

Whenever  insurance  is  sold  in  connection  with  the  lending  of 
money,  there  is  tlie  danger  that  the  borrower's  freedom  to  choose 
the  insurance  of  his  choice  will  be  compromised  whether  through 
the  settle  suggestions  of  the  loan  officer  or  his  own  perception  that 
he  will  stand  a  better  chance  of  procuring  the  loon  from  tne  institu- 
tion if  he  buys  his  insurance  there. 

>  (Spctinn  fllS.SniO)  Thv  FtHrral  Farm  Credit  Board  PoUev  fna'CMMI  o»  JtiMM^U* 
Rt'attd  BtriHcet,  /orwiila'eil  and  apprortd  by  Iht  Bwird  ta  fttmum  IIH,  caatalii*  fka 
■«m«  leiiiiirtmtnl:  ■'. . ,  Thp  primary  coniililerBtlan  In  olTrrlDR  aDT  Hrvlcr  ahoiild  I*  tba 
henvflt  it  provldni  mrnilirni  and  tbc  IvniiFn  rnthpr  tban  tbF  rrmnneiallon  wMch  may 
areniP  to  th»  hsntu  or  iiK«r>p1»ti(inii,  Cnn«liif«it  with  ths  policy  of  th»  Uw.  thm«  wrrtea 
■honid  hp  undFrtaktn  only  wbrn  there  la  pvtdpncp  of  lack  of  nvalUMIlty  ■■  to  convenlCDM, 
<]uallty.  or  roit  anl  thfro  la  gtrnplpnt  Interpat  on  an  aaHOcIatlon  or  dlitrf«t-wld«  bull  to 
asaiire  thnt  tbc  nfTvlrf  nil)  heat  Inmt  aplf-auaUlnlnR. . . ." 

". . .  Wben  rrqupat  for  aniirnval  of  a  uprrlrp  In  mail*.  th«  rpqneit  iliaU  be  inpportrd  br 
an  tn-dcptb  itndy  clptrrmlnlne  th*  fp-'iilMlltv  nt  Ibr  nrrrlcp  and  tht  rantrlhnHnn  It  proTlAf* 
In  nipellnit  tbe  objective  of  thP  System.  The  anhmlaalon  ahonlrt  doenment  tbe  nitnn  of  th> 
■irojnvm,  thnaF  to  whom  It  wl  1  'le  olTered.  and  the  hflila  nn  irhlch  Ih'  nrrHef  t«  }nrt|Kd  ta 
mivt  tb«  tmti  net  fnrth  In  Section  f<C10  of  the  Farm  Credit  Admlnlnlratlon  RemtatloniL'* 

"Farm  Credit  ArlmlnlKintlon  npprovnl  nhall  be  hnxpd  nn  the  dote  ml  nation  that  Inwl 
authority  to  offer  the  aervlre  eilata.  an  nrtmlnlxtratlre  determination  thai  tbe  praiHMd 
■pr'-lee  ran  he  autborlied,  and  tbat  the  aubmlBalon  eatabllBhea  tbe  need  for  tbe  aerrlcc  to 
be  olfeped." 

>  FCA  letter  of  approval  and  Inatrnctlon  to  pilot  dlatriet  bank!  regarding  collalaral 
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And  somebody  just  mentioned  today  tliat  it  is  ironic  that  some  of 
the  liuildin^  and  loan  institutions  in  Chicaeo  sell  as  high  as  60  per- 
cent of  their  customers  ii^urance,  where  downstate,  in  some  of  the 
smaller  communities,  it  might  be  as  low  as  10  percent. 

And  I  think  that  points  out  what  I  am  trying  to  say. 

The  fact  that  PCA's  and  Federal  land  banks  are  cooperatives  and 
the  borrower  is  part  owner  is  irrelevant.  What  is  relevant  is  the  par- 
ticular borrower's  situation,  how  badly  he  needs  credit,  and  the  risk 
that  the  cooperative  will  deny  the  loan. 

During  times  of  tight  credit  like  the  last  few  weeks,  the  tendency 
of  tying  is  more  prevalent.  Not  only  is  tying  effect  contrary  to  the 
best  interest  of  the  farmer  who  buys  his  insurance  from  the  co- 
operative to  facilitate  getting  his  loan  rather  than  because  it  is  the 
best  product ;  it  is  unfair  to  the  unaffiliated  agent. 

In  many  respects,  the  farm  credit  institutions  pos.sess  substantial 
competitive  advantages  over  unaffiliated  agents. 

Consider  the  following  advantages  PCA's  and  Federal  land  banks 
have: 

No.  1 :  The  one  I  just  mentioned,  the  likelihood  that  the  purchase 
of  insurance  will  be  tied  to  the  lending  of  money. 

No.  2:  The  ability  to  dnnglc  the  carrot  of  using  commission  income 
to  reduce  further  interest  rates. 

Unaffiliated  agents  are  prohibited  by  laws  against  rebates  from 
offering  any  similar  incentive  or  discount. 

Xo.  3 :  Access  to  confidential  policy  information  submitted  in  con- 
nection with  loans.  I  am  referring  to  dates  of  expiration,  premium 
amounts,  coverages  and  coverage  amounts.  This  is  an  incredible  ad- 
vantage unavailable  to  the  unaffiliated  agent  which  enables  the  co- 
operative to  quote  selectively  on  which  it  knows  it  can  beat  and  that 
it  feels  they  would  be  strong  in. 

The  use  of  expiration  information  submitted  in  connection  with  a 
loan  to  cooperatives  to  pui'sue  insurance  activities  should  be  strictly 
prohibited  by  law  as  being  a  confidential  relationship. 

While  Federal  land  banks  and  PCA's  have  repaid  their  indebted- 
ness to  the  Government,  they  still  have  important  advantages  that 
they  derive  in  being  able  to  call  upon  the  resources  of  the  other  insti- 
tutions in  the  farm  credit  system.  And  we  have  heard  items  mentioned 
today  in  that  regard. 

They  also  receive  preferential  treatment  from  the  Federal  Reserve 
Board. 

In  addition,  the  Federal  land  banks  are  exempt  from  Federal  income 
tax  and  the  interest  on  the  notes  that  both  tlie  Federal  land  banks 
and  the  PCA's  issue  to  raise  money  are  exempt  from  State  and  local 
taxation,  making  them  extremely  attractive  investments. 

Thus,  these  institutions  have  a  substantial  capita!  at  their  disposal 
to  finance  their  insurance  activities  that  unaffiliated  agencies  do  not 
have. 

There  is  no  way  to  neutralize  competitive  advantages  that  the  pro- 
duction credit  associations  and  the  Federal  land  banks  have  over 
unaffiliated  insurance  agencies. 

This  is  why  the  conferees  in  the  1971  act  strictly  limited  the  types 
of  insurance  that  the  institutions  could  sell,  and  limited  such  sales 
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to  those  communities  where  similar  services  were  not  being  provided 
by  unaffiliated  businesses. 

We  ask  that  the  Farm  Credit  Act  at  tliis  time  be  amended  to  restrict 
tlie  insurance  activities  of  the  farm  credit  institutions. 

At  the  very  least,  we  woidd  hope  that  the  following  recommenda- 
tions would  be  adopted : 

No.  1 :  Before  the  Farm  Credit  Act  can  authorize  the  offering  of 
insurance,  the  credit  institution  must  make  a  finding,  based  on  an 
evaluation  of  evidence  contained  in  a  factual  record  tliat  similar 
service  is  not  being  provided  adequately  in  terms  of  ctet,  quality,  and 
availability  in  the  communities  served  by  the  farm  credit  institution. 

No.  2:  Notice  of  such  application  to  sell  insurance  to  be  published 
in  at  least  two  newspapers,  having  general  circulation  in  the  trade  area 
in  which  that  particular  association  docs  business. 

Such  notices  would  summarize  the  application  of  the  association  uid 
would  invite  written  comments  on  the  availability  of  the  particular 
lines  of  insurance  that  arc  tlie  subject  of  the  application  in  terms  of 
cost,  quality,  and  availability. 

Na  3,  Congress  intent  not  to  permit  the  sale  of  liability  coverages 
and  to  limit  tne  sale  of  property  coverages  to  the  collateral  that  is  the 
formal  security  interest  granted  in  connection  with  the  secured  loan 
be  reflected. 

Only  in  this  way  will  the  long-term  interest  of  the  farmers  of  this 
Nation  be  served  and  unfair  competition  with  unaffiliated  independent 
small  businesses  be  avoided. 

[The  attachments  to  Mr.  Sower's  statement  follow :] 

Blackhawk  I'EOOucTioN  CaiDiT  Association, 

Rochcltc,  111,  Uarch  tO,  IB78. 

Deab  Sir:  Blnckhawk  Production  Credit  Associatlnn  Is  again  offering  Crop 
Hall  Insurnnce  CoreraKe  for  Itn  roenitierR  and  farmers  In  Ogle  Connty.  Crr^ 
Hall  coverage  can  be  extended  to  nnn  PCA  borrowers  as  well  as  the  Blackhawk 
PC  A  memberfihlp- 

The  following  are  the  premiums  for  various  crops  and  locations  In  Ogle  County. 
All  (luotatlonM  are  for  100  percent  eoverufte. 

BItiffU-  com  and  uni/bran  rale»  of  entire  Ogle  Countv 

Soybean  llabllltjr  30  iiercent  or  lees  of  total  polic.v ll.lO/flOO 

8o;liean  UublUtr  30  percent  to  50  percent  of  total  poller tl-48/|lM 

Fiagg:  Township- 0.fl3/$100   Oreicon O.at/llOO 

Dement  Township 0,93/jlOO    Nafbua   0.8S/|lfl0 

White  Rock  Township O.SS/IIOO    Pine   Rock O.OT/IIOO 

Lynvllle  Township O.R.VI100    Uncoln   0.8S/|100 

Scott    Township— l.TT/flOO    Mt.  Morris 0.1)8/|100 

Monroe  Townnhip 0.65/flOO   R'ickvale OJt-VIIOD 

WooKung:  Marian    0.R5/S100 

(T  2S  N.  R  S  K.I 0.S5/J100    Maryland   O.M/tlOO 

(T  22  X.  R  S  E.) 0.93/JlOO    r*af  River aSB/flOO 

Oranil  l>etour 0.78/jlOO  Byron: 

Taylor  - ,.  0.«3/J100  (23No.  lOB.) 0.85/»100 

UFayette  ,„ _ -  1.32/$100  (25  .V.  11  E.) 1.8^1100 

Buffalo    0.8.V$100  Forreston: 

Pine  Creek (W«/$100  (23N.  7B.) 1.09/tlOO 

BrookvlUe   1.02/$100  (25N.8E.) OSS/flOO 

Eagle  Point 0.03/$100 
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Crops  such  as  peas,  canner  beans,  tomatoea,  oats,  etc.  are  alEo  available  at  a 
low  premium  coet. 

A  Production  Credit  Association  representative  will  be  contacttng  you  tn  tbe 
very  near  future  concerning  Crop  Hall  coverage. 
It  fou  have  any  questions,  please  call  562-8428. 
Sincerely, 

GsnK  HAoeMAMN. 

Branch  Manager. 

[From  the  leTS  Annual  Rfport  of  tbe Decutur,  111.,  Productldn  Credit  Aiaoclatlonl 


The  purpose  of  credit  life  insurance  Is  In  provide  a  cushion  against  flnancial 
hardship  that  often  occurs  when  death  comes  unexpectedly.  It  is  not  a  substitute 
for  permanent  Insurance,  but  is  valuable  prolection  for  today's  farmer  with 
bigh  cost  Inpuls  and  dependent  on  borrowed  capital.  Both  tbe  amount  and  cust 
of  Ihe  insurance  vary  according  lo  age.  Credit  life  lusurance  is  offered  as  an 
optional  service  and  In  available  to  both  husbands  and  wives.  The  number  of 
Decatur  I'CA  membera  with  credit  life  insurance  in  force  rose  to  619  In  1B7S. 
Tbis  Is  eS  percent  al  all  members.  A  total  of  £1,872,620  credit  life  premiums 
bave  been  written  since  this  service  was  Introduced.  Claims  during  that  period 
amounted  to  31.211.500.  Income  produced  lo  ihe  assoclalimi  since  Inception  is 
?45S,516. 

Crop  Hail  Insurance  offers  biith  hall  and  Are  production.  Coverage  begtof  as 
soon  as  tbe  crop  is  up  and  continues  until  the  crop  is  no  longer  in  danger  of  hail 
damage.  Fire  protection  continues  until  harvested  or  December  15. 

In  1978,  Decatur  I'CA  experienced  eieellent  growth  in  the  crop  hall  program 
with  premiums  written  reaching  $246,593,  an  iucrease  of  21  percent  over  1977. 
36  percent  of  all  I'CA  members  insured  their  crop  with  I'CA.  Decatur  PCA  has 
written  a  total  of  $1,032,819  crop  hall  premiums  since  1969.  Claims  paid  during 
that  period  total  $956,510.  This  service  has  provided  more  than  $206,103  of 
income  to  the  association. 

fREUIT  [USABILITY  INSUHANCB 

Credit  disability  insurance  will  provide  that  iiaymeuls  be  made  on  j-our  loan 
for  up  to  36  monthx  if  you  become  disabled  tbroiigh  an  Injury  or  bave  a  serious 
Illness.  There  is  a  waiting  period  of  30  days  fur  disability  due  to  accident  and 
Illness,  however  the  insurance  will  go  back  to  your  first  day  of  the  accident  and 
Illness  after  this  qualifying  period  has  been  met  and  pay  for  the  uniulier  of 
days  you  remain  ill  or  disabled.  The  masimum  insurance  you  can  pureliase  is 
based  on  loan  size.  Premiums  are  based  upon  age  and  the  amount  of  benefit. 
This  loss  of  time  benetll  will  help  In  providing  the  peace  of  mind  you  need  while 
recovering. 

FEDBSAL  INTEBUEUtATE  CREDIT  BANK  BONDS 

Members  may  purchase  FICB  bonds  in  $5,000  multiples  through  PCA  between 
the  20th  and  :i5th  of  each  month.  These  rates  fluctuate.  Rates  will  be  quoted  at 
the  time  of  purchase.  The  most  current  rate  was  10.8  percent.  The  principal  can 
lie  redeemed  at  the  end  of  the  nine  months  along  with  the  interest,  or  tbe  prin- 
cipal can  be  reinvested  at  the  new  rate  when  Ihe  bond  matures.  There  are  no 
fees  Involved  in  this  purchase  when  handled  through  PCA. 

Mr.  Jones  of  Tennessee.  Thank  you  very  much,  Mr.  Sowers  and  Mr. 
Shattuck. 

I  think  that  your  statement  is  self -explanatory.  I  believe  that  I 
followed  it  well  enough  that  I  understand  your  position. 

Do  you  have  any  comments,  Ed  ? 

Mr.  Maoioan.  I  would  like  to  say,  on  a  different  subject,  Mr.  Sowers, 
that  Mr.  Jones  and  I  are  working  very  hard  with  your  industry  to  try 
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to  work  out  some  language  on  the  Federal  crop  insurance  corporation 
bill,  which  isn't  the  subject  of  this  hearing,  but  I  thought  you  mi^it 
want  to  know. 

Mr.  Sowers.  I  am  very  interested  in  knowing. 

Mr.  Madioan.  We  are  trying  to  get  that  resolved,  and  we  hope 
it  will  meet  with  your  approval. 

Mr.  Sowers.  We  have  several  of  our  members  here  today,  Congress- 
man Madigan,  and  we  are  pleased  to  hear  your  response  on  this  topic 
that  you  just  mentioned. 

Thank  you,  gentlemen. 

Mr.  Jones  of  Tennessee.  Let  me  say,  Mr.  Sowers,  that  we  do  appre- 
ciate what  has  been  done  in  that  direction  by  you  people.  You  nave 
been  very  cooperative  in  recent  days  as  far  as  tne  Federal  crop  insur- 
ance program  is  concerned. 

Mr,  Sowers.  Thank  you  ve^  much. 

Mr.  Jones  of  Tennessee.  Mr.  Pratt,  welcome,  and  you  may  proceed 
and  introduce  the  guest  that  is  with  you. 

Mr.  Pratt.  Mr.  Chairman,  on  my  right  is  Mr.  George  Benson,  our 
legal  counsel,  and  he  has  a  very  thorough  knowledge  of  the  Faim 
Credit  Act  of  1971. 

We  brought  him  along  in  case  there  was  any  questions  that  you  need 
to  ask.  We  felt  he  was  more  qualified  than  I. 

Beyond  him,  is  Mr.  Clinton  Hakes,  president,  Producers  Livestock 
Corp. 

Not  only  is  he  chief  operating  officer  of  that,  but  he  is  very  knowl- 
edgeable in  such  mirations. 

Mr.  Jokes  of  Tennessee.  Thank  you,  sir.  We  are  delighted  that  yoa 
are  here. 

STATEMENT  OF  CHAKIIE  PRATT,  NATIOHAL  LIVESTOCK  FBO- 
DUCEBS  ASSOCUTION;  ACCOKPAHIED  BT  OEOSOE  BEH80H, 
lEOAL  COTINSEL,  HATIOKAI  LITESTOCE  FRODUCEBS  A8S0CIA- 
TIOH;  AND  CLINTON  HAKES,  FROSUCERS  LIVESTOCK  CORF. 

Mr.  Pbatt.  Mr.  Chairman,  the  National  Livestock  Producers  Asso- 
oiaf  ion  is  a  federation  of  13  regional  livestock  marketing  cooperatives 
and  6  affiliated  livestock  credit  corporations. 

We  are  the  country's  largest  cooperative  livestock  marketing  asso- 
ciation. 

We  have  just  completed  our  58th  year  of  services  to  the  livestock 
industry. 

The  member  regional  livestock  marketing  associations  and  the  credit 
affiliates  serve  nearly  250,000  farm  and  ranch  livestock  producers  and 
feeder  members. 

We  operate  nearly  150  livestock  markets  and  a  number  of  finance 
offices  located  across  the  country. 

Last  year,  our  member  marketing  associations  handled  OTer  10 
million  head  of  livestock  valued  at  $2.2  billion. 

In  1078.  onr  nffiiiatcd  credit  corporations  extended  more  than  $415 
million  in  livestock  loans  to  producers. 

It  is  estimated  that,  for  tne  year  1979,  they  will  lend  close  to  $000 
million. 
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Mr.  Jones  of  Tennessee.  Thank  you  veixmuch. 

The  six  livestock  credit  coipuiutioiis  which  are  affiliated  with  U3 
are  required  by  tlieir  articles  of  incorporation  and  bylaws  to  oper- 
ate for  tiie  sole  purpose  of  linancing  the  ordinary  crop  operations  of 
the  members  ot  the  cooperatives  wuich  make  up  National  Livestock 
Producers  Association  and  the  ordmary  crop  operations  of  other 
agricultural  producers. 

The  bulk  of  their  loans  to  agricultural  producers  are  livestock  re- 
lated, for  beef  cattle,  dairy  cattle,  swine,  and  sheep. 

Our  affiliated  livestock  credit  corporations  have  a  long  history. 
Their  present  form  of  organization  dates  from  the  early  lySO's. 

They  predate  &onie  of  the  nuportant  institutions  of  present  farm 
credit  system,  including  the  banks  for  cooperatives,  the  produc- 
tion credit  associations,  and  the  Farm  Credit  Administration  itself. 

In  our  statement,  on  appendix  B,  within  that  short  period  of  time, 
we  will  complete  50  years  with  the  credit  corporations.  At  the  pres- 
ent time,  we  have  an  investment  in  those  regional  FICB's  of  in  ex- 
cess of  $11,500,000,  relating  how  closely  we  are  tied  to  the  farm 
credit  system. 

Mr.  Chairman,  our  organization  does  support  the  proposed  Farm 
Credit  Act  Amendments  of  1970  and  believe  that  tiie  farm  credit 
system  has,  over  the  years,  performed  its  purpose  very  well. 

However,  one  aspect  of  the  proposed  Farm  Credit  Act  Amend- 
ments of  1979  causes  us  real  concern. 

We  are  concerned  thai  the  langiiuge  of  the  provision  relating  to 
the  exemption  from  truth-in- lending  laws  will  be  construed  not  to 
extend  to  affiliated  credit  orgniiizations,  even  though  they  perform 
a  function  and  act  in  a  manner  closely  i-elated  to  the  PCA's. 

We  believe  this  problem  can  be  remedied  by  minor  additions  to 
these  provisions. 

These  exemptions  are  covered  in  two  now  sections  to  the  Farm 
Credit  Act  in  the  proposed  Farm  Credit  Act  Amendments  of  1979. 

Section  4.17  would  exempt  institutions  of  the  farm  credit  system 
from  State  interest  rate  limitations. 

Section  4.19  would  exempt  farm  credit  system  institutions  from 
their  leqnirements  of  State  tnith-in-Iendins:  laws  to  the  extent  that 
thov  are  inconsistent  with  the  Federal  Triifh-in-Ijendine  Act. 

We  are  concerned  that  these  exemptions  will  be  narrowly  construed 
to  exclude  the  affiliated  livestock  credit  corporations  from  their  cov- 
erage even  though  the  corporations  are  identical  to  PCA!s  in  the  role 
that  they  play  in  providing  credit  to  producers  and  in  their  dependence 
upon  the  FICB's  for  loan  funds. 

Now,  skipping  through  our  statement,  Mr.  Chairman,  we  can  go 
right  to  the  section  on  page  6  and  the  underlined  words  we  are  pro- 
posing, and  hope  that  you  will  seriously  consider  adding  the  following 
Ian  gunge. 

And  the  language  for  section  4.17  on  the  interest  rates  are  to 
include: 

Slmiliirlj.  IntpreW  rntea  on  loans  made  by  am-fonltural  credit  corpoFatlona 
orjtnnlMrt  In  conJiiTi''Mon  with  cooperative  assoclatlona  (or  the  purpOBp  of  flnnnc^^ 
InK  the  ordinary  crop  operations  of  the  members  of  nnrb  astiociations  or  other 
producers  and  eligible  to  diROonnt  with  the  Federal  Intermediate  credit  banks 
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pursuant  to  section  2^  of  this  act  shall  be  exempt  from  any  interest  rate  limita- 
tion imposed  by  any  State  constitution  or  statute  or  other  laws  wliieh  are 
hereby  preempted  for  purposes  of  tbls  act. 

Then,  as  we  drop  down  to  the  other  addition  to  section  4.19,  truth 
in  lending,  the  inclusion  to  the  proposed  amendment,  here  again,  add- 
ing this  language  to  the  proposal : 

■  •  •  And  agricultural  credit  corporations  organized  In  conjunction  with 
cooi)erative  associations  for  tbe  purpose  of  llnancinK  tbe  ordinary  crop  opera- 
tion for  tiie  purpose  of  financing  tlie  ordinary  crop  operations  of  tbe  members  of 
such  associations  or  other  producers  and  eligilile  to  discount  witb  the  Federal 
intermediate  credit  banks  pursuant  to  section  2.3  of  this  act. 

Mr.  Chairman,  this  is  a  short,  brief  summary  of  our  statement,  but 
it  is  two  or  three  points  that  we  would  urge  you  seriously  to  consider. 

We  certainly  appreciate  the  opportunity  of  being  here  and  wc  would 
be  happy  to  try  to  answer  any  questions,  should  you  have  any, 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Pratt. 

You  did  not  go  through  the  entire  statement,  so  it  will  be  made  a 
part  of  the  record. 

[The  prepared  statement  and  attachments  thereto  of  Mr.  Pratt 
f oUow :] 
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Mr.  JoNBa  of  Tennessee.  One  question.  In  case  we  need  you  or  the 
coiinse]  to  come  to  Washington  for  testimony  later,  would  you  be 
available  i 

Mr.  Pratt.  Yes  sir,  we  would  be  more  than  happy  and  appreciate 
the  opportunity  to  attend. 

Mr.  JoN£6  of  Tennessee.  I  will  guarantee  you  we  will  be  takiiig  a 
good  look  at  your  recommendation. 

Mr.  Pratt.  Thank  you,  sir.  It  is  a  real  privilege  to  be  here  today. 

Mr.  Jones  of  Tennessee.  We  appreciate  your  coming. 

Mr.  Berg,  I  see  you  have  someone  with  you,  so  you  may  also  intro- 
duce your  guest. 

And  I  brieve  he  has  a  statement  also  i 

Mr.  Franz,  That's  right. 

Mr.  Jones  of  Tennessee.  Mr.  Franz;  is  that  right! 

Mr.  Franz.  Yes. 

Mr.  Jones  of  Tennessee.  We  are  delighted  that  you  are  both  hen, 
and  you  may  proceed. 

8TATEHERT  OF  BTBON  BEIIO,  BOASD  CHAIXKAH,  FBODUCTIOS 
CSESrC  ASSOCIATIOir,  DOBGETILLE,  WIS. 

Mr.  Bero.  Mr.  Chairman  and  members  of  the  subcommittee,  I  am 
Byron  Berg,  Blanchardville,  Wis.,  which  is  located  in  the  southwest 
part  of  the  State. 

I  own  and  operate,  with  my  son,  a  beef  cow  and  feeder  fattming 
farm.  I  am  appearing  here  in  a  dual  role.  First,  to  express  my  pei^ 
sonal  views  and,  second,  as  board  chairman  of  the  Production  Credit 
Association  of  Dodgeville. 

This  two-county  association  served  approximately  850  members 
this  past  year. 

I  appreciate  the  opportunity  to  present  my  views  and  thoee  of  the 
Production  Credit  Association  of  Dodgeville  concerning  the  Farm 
Credit  Act  amendments  of  1979. 

As  a  matter  of  information,  the  farm  credit  system  has  repaid  all  of 
the  Federal  seed  money  and  operates  as  farmer  cooperatives.  No  tax 
money  is  involved. 

The  Farm  Credit  Act  amendments  of  1979  are  important  to  the 
farm  credit  S3'stem  to  make  changes  in  its  lending  practices  and  re- 
lated services  to  keep  up  with  the  changing  need  and  expectations  of 
its  member-users. 

The  Farm  Credit  Act  of  1971  made  considerable  legislative  changes 
and  it  is  now  8  years  since  that  act  was  passed. 

Consider  for  a  minute  the  amount  of  change  that  has  taken  place 
since  then.  Accordingly,  this  is  the  underlying  need  for  passage  of  this 
updated  legislation. 

My  first  remarks  are  addressed  to  the  related  services;  namely,  the 
collateral  insurance. 

Presently  our  association  is  offering,  on  an  optional  basis,  to  its 
member-users  three  credit  related  insurance  services.  I  will  also  give 
you  the  percent  usage  by  our  membership. 

Credit  life  is  used^y  52  percent  of  our  membership. 

Only  16  percent  of  our  membership  is  using  credit  disability. 
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Forty-five  percent  of  our  farmer-members  use  the  hail  insuraaco 
offered  by  the  association. 

Kemembering  that  this  is  an  optional  credit  related  item  and  only 
available  to  our  member  usei's,  I  cannot  see  why  the  insurance  industry 
wants  to  limit  the  insurance  sei'vices  offered  to  our  members. 

This  is  not  (government  financed  or  subsidized.  Insurance  is  written 
through  private  insurance  companies. 

In  the  fall  of  1978,  our  sevenUi  farm  credit  district  conducted'  a 
farm  property  collateral  insurance  survey  and  the  member-users  wci-e 
asked  this  question : 


Those  surveyed  answered  "desirable"  at  the  rate  of  92.6  percent. 

If  our  member-users  of  this  business  desire  a  credit-related  s 
why,  then,  would  this  expectation  be  legislated  out  so  as  to  stifle 
competition  J 

This  survey's  results  are  available  for  your  review,  if  you  so  desire. 

When  mentioning  competition,  I  have  another  example  as  it  relates 
to  PCA's  of  Wisconsin  and  what  part  they  played  in  the  reducing  of 
cost  of  hail  insurance  to  its  member-users. 

In  1968,  when  Wisconsin  PCA's  started  to  sell  hail  insurance,  in- 
dustry figures  showed  ^02,000  of  premiums  were  produced,  with  au 
average  rate  charged  the  farmer  of  $2.28,  whereas,  10  years  later,  in 
1978,  $1,531,000  of  premiums  were  produced,  at  an  average  rate  of 
$1.44  per  $100. 

At  our  local  association,  our  initial  rates  charged  our  member-users 
was  $2.20  for  corn,  whereas,  this  past  year  found  a  rate  of  $1.10  per 
$100  of  insurance  coverage. 

Where,  may  I  ask,  have  you  come  in  contact  with  prices  being  cut 
50  percent  from  10  years  ago  ? 

This  cannot  take  place  by  stifling  competition,  as  some  in  the  insut- 
ance  industry  will  have  you  legislate. 

Other  benefits  due  me  as  a  farmer -borrower-user  are:  insurance 
dividends  coming  back  to  the  co-op  to  help  pay  the  operating  expenses. 

I  am  a  member  of  this  co-op,  so  I  share,  likewise. 

As  far  as  income  taxes,  our  PCA  does  pay  income  taxes,  and  where 
our  office  is  located,  they  are  one  of  the  highest  property  tax  payers 
also.  Wisconsin  is  a  high  property  tax  paying  State, 

Additionally,  the  PCA  representative  takes  an  annual  inventory. 
Who,  then,  can  do  a  more  knowledgeable  and  professional  job  ? 

The  PCA  representatives  in  our  area  take  required  schooling  and 
have  to  pass  a  test  administered  by  our  State  insurance  commissioner 
just  like  any  other  insurance  agent.  Insurance  in  Wisconsin  is  highly 
regulated. 

In  summary,  I  strongly  feel  that  the  farm  credit  system  should 
retain  its  present  authority  to  offer  credit  related  insurance  services. 

Agriculture  uses  large  amounts  of  capital  and  risks  are  high.  One 
way  of  reducing  risk  is  to  insure  against  losses  which  could  jeopardize 
loan  repayments. 

I  believe  that  PCA's  ability  to  offer  credit  related  insurance  services 
will  encourage  those  already  serving  the  farm  insurance  market  to 
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provide  better  serrice  to  the  farmers.  I  do  not  feel  competition  should 
be  controlled  with  legislation. 

The  secondary  oi  remarks  is  addressed  to  marketing/piY>GesBiiig 
and/or  export  financing. 

The  area  I  am  from  is  a  iugk  concentration  of  dairy  units.  Tha 
proposed  legislation  does  not  have  the  impact  here  since  our  dairy 
industry  has  done  a  pretty  good  job  of  taking  the  farmers*  produ<^ 
processmg  and  marketing  it 

This  legislation,  as  it  applies  to  our  agriculture,  involves  more  of 
the  specialty  farm  operations.  Our  area  does  not  have  much  of  this 
type  of  farming/agnculture,  so  I  cannot  speak  with  full  authority. 

I  am  sure  that  other  parts  of  the  U.S.  agriculture  by  geographical 
area  could  provide  more  input. 

I  have  a  couple  of  situations  that  apply  to  our  production  credit 
association  which  I  do  wish  to  share  with  you. 

We  have  some  potato  producers  in  our  area  served  by  our  credit 
co-op.  One  of  their  marketing  alternatives  is  to  wash,  grade,  bag,  and 
store  their  potato  crop. 

This  requires  a  considerable  amount  of  capital  for  processing  line 
with  the  largest  expenditure  for  a  building  to  store  potatoes  which  is 
temperature  and  humidity  controlled  especially  for  our  Wisconsin 
winters. 

Another  example  is  an  egg  producer  who  has  near  $1  million  of  sales 
desiring  to  market  his  own  eggs  to  supermarkets  in  the  area. 

Here,  again,  a  fairly  sizable  amount  of  capital  is  required  for  the 
packaging,  transportation,  and  accounts  receivable  part  of  such  a 
busi 


In  the  situations  I  have  just  mentioned,  an  opportimity  is  opened 
up  for  a  son  or  daughter  who  wants  to  stay  close  to  agriculture  to 
become  involved. 

Additional  jobs  are  created  for  rural  America. 

So  often,  these  processing/marketing  business  ventures  are  in- 
corporated or  set  up  in  a  partnership  for  tax  or  legal  considerations. 
Accordingly,  it  is  very  difficult  and  cumbersome  for  PCA  to  finance 
such  a  venture  and  sometimes  it  ends  up  in  an  unsatisfactory  arrange- 
ment for  PCA  and  member-borrower. 

As  I  stated  earlier,  our  association  has  less  experience  in  this  type 
of  financinir  thnn  some  othpr  PCA's.  They  could  give  you  more  infor- 
mation or  illustrations  on  this  matter. 

Our  main  concern  is  the  related  insurances.  And  I  support  the  act 
ae  amended. 

Hr.  Chairman,  I  want  to  thank  you  and  the  subcommittee  for  allow- 
ing me  to  have  some  input  into  this  hearing  on  the  proposed  Farm 
Credit  A  cf  Ampndmpnt  of  1979. 

I  would  be  pleased  to  respond  to  any  questions,  and  I  do  have  some 
comments  on  the  conservation  aspects. 

Mr.  JoNBB  of  Tennessee.  You  may  proceed,  Mr.  Berg.  Thank  you 
verv  much. 

Mr.  Brro.  Very  recently,  a  precedent  was  set  in  the  if«iunce  of 
guaranteed  credit  on  the  part  of  the  Federal  Government  Of  coarse, 
that  involved  the  Chrysler  Corp. 
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That  corporation's  attempt  to  secure  Government-backed  loans  was 
that  its  unoearable  financial  situation  was  caused,  in  part,  by  Federal 
legislation  and  subsequent  regulations, 

A  similar  argument  might  be  presented  on  behalf  of  the  Nations 
fanners  and  they,  too,  are  forced  to  make  investments  stimulated  by 
Federal  environmental  regulation. 

For  instance,  in  order  to  assure  higher  auality  waters,  the  Nation's 
farmers  may  or  will  be  required  to  install  best  management  practices. 
These  are,  in  most  cases,  traditional  conservation  practices. 

Some  of  them  require  capital  investment  of  anywhere  from  a  couple 
of  thousand  dollars  to  upward  of  $100,000. 

You  are  also  aware  that  there  is  cost  sharing  available  through  tlie 
ASC  up  to  $8,500. 

This  is,  in  many  cases,  of  great  significance. 

However,  in  the  installation  and  necessary  manure  handling  systems, 
for  example,  $3,500  ACP  contribution  is  a  mere  pittance. 

The  installation  of  conservation  systems  are  capital  investments 
where  cost  benefits  are  not  usually  returned  over  the  short  term. 

They  do,  however,  yield  annual  dividends  which  accrue  over  a 
period  of  10  to  20  years.  • 

Cost  should  be  amortized,  therefore,  over  a  commuisurate  period  of 
of  time. 

1  hope  that  somewhere  along  the  line  that  we  can  also  get  involved 
in  the  green  ticket  appronch  to  get  the  better  land  users  a  laetter  price 
for  tiheir  crops,  especially  in  the  commodity  programs. 

Lenders  need  to  realize  and  appreciate  this,  and  set  loans 
accordingly. 

Since  society  is  one  of  the  long-range  benefactors.  Farm  Credit 
Administration  should  look  with  favor  upon  loan  applications  made 
for  the  purpose  of  installing  conservation  systems. 

Hanks   and   associations   that   comprise   the   farm   credit   svstem 
should  be  encouraged  to  look  with  favor  upon  these  kinds  of  loans. 
Thank  you  very  much. 

Mr.  .Tones  of  Tennessee.  Thank  you,  Mr.  Berg. 
We  do  appreciate  both  statements  that  you  have  made  and  will  look 
at  them  very  carefully. 

Mr.  Franz,  you  may  proceed. 

8TATI3CEKT  OF  lEEOHE  TRAHZ,  FASMEB,  COLUMBIA  C0TT5TT,  WIS. 

Mr.  FiiANz.  T  nm  Jermome  Fmnz,  grain  farmer  with  some  beef 
cows,  from  Columbia  County  in  Wisconsin,  which  is  just  north  of 
Madison. 

I  am  chairman  of  the  board  of  directors  of  the  Production  Credit 
As.sooiation  of  Madison,  Wis. 

As  a  farmer  and  borrower  from  the  farm  credit  system,  I  am  here 
to  endorse  the  proposed  farm  credit  amending  legislation  in  its  present 
stftte. 

I  believe  there  are  some  important  provisions  in  this  bill  that  will 
be  helpful  to  farmers  and  the  agricultural  economy. 

I  fully  endorse  the  export,  financing  for  cooperatives  which  I  feel 
is  extremely  important  in  marketing  our  farm  commodities,  as  well  as 
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th«  otiitT  pTXivisxaa,  Suk«  soine  quesDons  ssd  our  podiias:  hms  boie 
rabed  rEgsrding  the  fftnn  credit  sysem  oiltrini:  fir^je^-i-MiLj:*: 
finuKrinJ.y  reUud  -erric^  I  vill  (XAfine  my  moaris  lo  xius  far- 

W«  recognize  tlie  Federal  Goremment  m*j  be  r^iKatgUe  for 
reguluioos  of  this  farm  credit  system,  but  tc  moa  lemem^er  il 
doee  DM  O'vn  or  subsidize  the  sy^an.  Apparemly  ve  have  not  faant 
doing  our  public  reJarions  in  thi'  am.  ht«::aui«  some  -vitneaseE  hoc 
are  operating  under  the  iUti=ioD  that  ire  are  a  qnBa-gorenuDenx  otgt- 
nizatioQ.  vjiich  is  simply  not  true. 

The  system  ha±  stood  on  its  on  merits  in  serrioe  to  fannos.  If 
farmers  have  been  allowed  to  band  together  to  serrc  their  oedit  2 
v^T  shonld  they  be  resiricted  in  abo  provit^ng  finanrially  1 
acrriceiE  on  an  optional  ba.^i~  f 

It  is  important  to  Gti«as  that  faimcn  ban  a  need  for  GoMjaaaBy  zc- 
lated  scni'TCS.  and  that  fannei^  ^liould  bare  the  option  of  who  pn»- 
vides  that  finandaBy  related  sernoe. 

If  the  fact  that  it  lE  optiimal  is  erer  questioned,  we  ha.te  imwtr  had 
a  complaint  or  any  evidence  offered  that  any  loan  deciaion  was  em- 
tied  to  taldng  a  financiallT  related  service.  If  this  accuatian  has  any 
substance,  then  our  heanest  or  poor  quality  loans  sboold  be  sub* 
vribinftoour  financially  related  senices. 

If  tUs  is  checked,  yw  vill  find  tliat  tb^  tian  lav  than  ATHBge 
participation  in  our  financially  related  serricee. 

Since  the  question  of  coercion  has  been  pointed  at  farm  credit  in 
offering  insurance,  irhat  do  ve  call  it  when  insorance  ap-i*^  sob- 
jectivel}'  imply  rates  oa  certain  insurance,  such  as  vehicle  or  track 
insurance,  may  be  contingent  on  the  amount  of  other  insoxaaoe  the 
agent  writes  for  you. 

Let'E  examine  the  track  record  of  what  has  happened  in  Wiaean- 
sin  in  the  crop  bail  business.  Well,  actually.  Byron  covered  that 
pretty  well,  so  I  will  just  skip  over  that. 

The  real  benefit  has  been  the  substantial  redaction  of  premiamE 
due  to  spreading  the  risk. 

WiseonsiD's  most  predoooinant  insoted  enp,  field  omi,  bai  had 
liail  premium  reductions  of  35  percent  duringthe  past  decade. 

Our  PCA,  covering  four  counties,  has  nearly  $30  million  of  hail 
insurance  protection  for  farmer-members  this  past  season.  We  aic 
very  much  aware  that  after  PCA  proved  there  was  a  substantial  mai^ 
ket,  the  hail  insurance  written  br  other  insurance  companiea  also 
}<TCw  dramaticallv. 

From  wheiB  t  standi  it  appean  the  nMmnoe  indoBtiy  u  aln« 
and  well.  We  just  heard  that  8.000  agents  are  mpUng  a  living  serring 
this  market  of  farmers  in  Illinois  alme. 

Why  should  independent  insurance  agents  and  farm  organizatiaBB 
which"  have  affiliated  insurance  companies  be  trying  to  restrict  or 
diminate  tsompetitioo  through  the  l^ialatiTB  pioceast  TUs  lartain- 
ly  is  in  conff ict  with  a  free  enterprise  system. 

I  would  like  to  ask  the  f.inner  organizations  if  their  response  fln 
tliis  legislation  is  representing  farmers  or  represmting  their  insur- 
ance companies. 
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Let  me  make  it  clear  that  we,  PCA,  do  not  own  an  insorance  com- 
pany, nor  will  we  in  the  future.  We  are  writing  for  existing  in- 
dependent insurance  companies. 

I  have  city  cousins  paying  dues  to  farm  organizations  as  required 
to  obtain  tlieir  insurance. 

I  am  not  down  here  asking  Congress  to  restrict  these  insurance  com- 
panies from  marketing  in  urban  areas. 

We  do  not  believe  farm  credit  is  unfair  competition.  Do  we 
want  legislation  tliat  restricts  service  to  farmers  ? 

Do  we  want  legislation  that  is  self-eerving  to  special  interest  groups! 

Do  we  want  legislation  that  shackles  the  free  enterprise  system! 

We  urge  this  subcommittee  to  move  tliis  legislation  in  its  present 
form. 

I  would  like  to  thank  the  subcommittee  for  this  opportunity  to 
testify  at  this  hearing. 

Mr.  Jones  of  Tennessee.  Because  you  did  skip  around,  we  will  place 
your  prepared  statement  in  the  record. 

[The  prepared  statement  of  Mr.  Franz  follows :] 

pBCPABCD  STATniEirr  of  Juouk  Puits,  FABiiBa,  Coluubia  Countt,  Wis. 

Mr.  Chalrnian  and  membera  of  the  Committee,  I  am  Jerome  Fraiuc,  Knla 
farmer  with  some  beef  cowb.  from  Columbia  Count;  la  Wisconsin  wbich  la  just 
nnrtli  of  Madison.  I  am  Chairman  of  the  Board  at  Directors  of  the  rrodnction 
Credit  Assodatlon  of  Madison,  Wisconsin. 

As  a  farmer  and  borrower  from  the  Farm  Credit  System,  I  am  here  to  eadorst 
the  proposed  farm  credit  amending  legislation  in  Its  present  state.  I  believe 
there  are  some  important  provtslonB  in  this  bill  that  will  be  helpful  to  farmers 
and  the  agricalture  econouiy.  I  full;  endorse  the  export  financing  for  coopera- 
tives wblch  1  feel  is  estremel;  important  In  marketing  our  farm  commodities 
as  well  as  the  other  prorlsions.  Since  some  question  and  opposition  has  been 
raised  reKarding  the  Tarm  Credit  S;Btem  olterinK  farmer-member  flnandall; 
related  services,  I  will  confine  mj  remarks  to  this  particular  area. 

It  la  unfortunate  (his  legislative  field  hearing  is  right  In  the  midst  of  fall 
harvest.  I'm  confident  and  know  man;  farmers  would  be  endorsing  this  legis- 
lation b;  letter  or  attendance  if  the;  were  more  aware  that  this  proposed  amend- 
ing legislation  dlrectl;  affects  their  business. 

We  recognize  the  federal  government  ma;  be  responsible  for  regulatlona  Of 
this  Farm  Credit  Sfstem  but  we  must  remember  it  does  not  own  or  subsidise 
the  System.  The  S;stem  has  stood  on  its  own  merits  In  service  to  farmers.  It 
Farmers  have  been  allowed  to  l>and  together  to  serve  their  credit  Deeds,  whr 
should  they  be  restricted  in  also  providing  financially  related  services  on  an 
optional  baais. 

It  is  Important  to  stress  that  farmers  Itave  a  need  for  financially  related 
services  and  that  farmers  should  have  the  option  of  who  provides  that  financially 
related  service.  If  the  fact  that  It  Is  optional  is  ever  questioned,  we  have  never 
had  a  complaint  or  any  evidence  oIfere<d  that  any  loan  decision  was  ever  tied  to 
taking  a  flnancially  related  service.  If  this  accusation  has  any  sabstance,  then  onr 
heaviest  or  poor  quality  loans  should  be  subscribing  to  our  financially  related 
services,  if  this  is  checked,  you  will  find  the;  have  less  than  average  partlcipa* 
tlon  In  our  financially  related  services.  Since  the  question  of  coercion  baa  been 
pointed  at  Farm  Credit  in  offering  Insurance,  what  do  we  call  it  when  Insurance 
agents  subjectlvel;  Imply  rates  on  certain  Insurance,  such  as  vehicle  or  truck 
Insurance,  ma;  be  contingent  on  the  atiiount  of  cither  Insurance  the  agent  writes 

I^et's  examine  the  track  record  of  What  has  happened  in  Wisconsin  in  the  crop 
hail  business.  In  the  years  prior  to  PCA  offering  this  service,  very  little  crop 
hall  insurance  in  compariaon  was  sold.  From  earlier  decades,  crop  hall  insur- 
ance did  not  have  a  good  reputation  due  to  poor  adjusting.  Federal  G"^"  Insur- 
ance was  only  ntlllwd  by  the  poor  operators  to  cover  their  mlstal  lat  has 
happened  since  PCA  has  offeiwl  this  NrvlMf  POA  led  the  way  In 
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protection  to  farmers  many,  many  fold.  PCA  made  sure  fanners  received 
proper  adjuatments  on  claima  from  insurance  companies  tliat  PCA  represented 
and  that  farmers  recognlced  tbe  need  for  protection  of  tbelr  real  benefit  has  been 
tbe  substantial  reduction  of  premiums  do  to  sprradlng  investment.  Tbe 
the  risk.  Wisconsin's  most  predominant  Insured  crop,  field  com,  has  bad  ball 
premium  reductions  of  45%  dnrlng  tbe  past  decade.  Our  PCA,  covering  four 
cotmti«s,  has  nearlj  30  million  of  hail  insurance  protection  for  farmer-membera 
this  past  season.  We  are  verr  much  aware  that  after  PCA  proved  there  was  a 
substantial  market,  tbe  hall  insurance  written  by  other  insurance  companies  alKO 
grew  dramatically. 

From  where  I  stand.  It  appears  the  Insurance  Industry  Is  alive  and  weU.  Why 
should  independent  Insurance  agaits  and  farm  organlsatious  which  have  afflV 
lat^  insurance  companies  be  trying  to  restrict  or  eliminate  competition  tbrongli 
the  legislative  process.  This  certainly  is  In  conflict  with  a  free  enterprise  sys- 
tem. I  woulti  like  to  ask  the  farmer  organlEatlons  If  their  response  on  this  legis- 
lation Is  representing  farmers  or  representing  their  Insurance  companies?  I^t 
me  make  it  clear  that  we  do  not  own  an  Insurance  company  nor  will  be  in  the 
fiitnre.  We  are  writing  for  existing  Independent  Insurance  companies.  I  have  cllr 
cousins  paying  dues  to  farm  organizations  as  required  to  obtala  tbelr  insarance. 
I'm  not  down  here  asking  Congress  to  restrict  thesn  insurance  companies  from 
marketing  in  arhao  areas. 

We  do  nut  ijeiieve  larm  Credit  Is  unfair  competition.  Do  we  want  legtslatton 
that  restricts  service  to  farmers?  Do  we  want  legldation  that  is  self  aerrlni 
to  sprclal  interest  groups?  Do  we  want  legislation  that  shackles  the  free  enter- 
prise system?  We  urge  this  Committee  to  move  this  legislation  in  Its  pretent 

I  would  like  to  thank  the  Committee  for  this  opportunity  to  testis  at  this 
bearing. 

Mr.  Jones  of  Tennessee.  Thank  you,  Mr.  Franz.  We  appreciate  your 
statement  and  we  will  take  due  notice  of  it  as  we  proceed  to  develop 
the  legislation. 

I  yield  to  Mr.  Madigan  now  for  the  purposes  of  introduction. 

Mr.  Madioan.  Mr.  Chairman,  if  1  am  following  the  schedule  cor- 
rectly, at  this  point  we  are  moving  to  a  discussion  of  conservation,  as 
oppcned  to  a  discussion  of  farm  credit,  where  I  think  we  have  ex- 
hau8t«d  the  witness  list. 

The  first  witness  under  the  headiM  of  conservation  is  a  resident  of 
my  district,  Mr.  Gilbert  Fricke,  an  official  with  the  Illinois  Department 
oiAgriculture. 

By  way  of  introduction,  Mr.  Fricke  is,  in  addition  to  being  an  c^cial 
of  the  riepartment  of  Agriculture,  also  a  successful  grain  farmer,  a 
past  county  farm  bureau  president,  a  i^st  director  oi  the  State  farm 
bureau  organization,  an  officer  of  the  Pork  Producers  Association, 
and  it  looks  like  he  is  anxious  to  testify. 

Mr.  Jones  of  Tennessee.  Mr.  Fricke,  it  is  good  to  have  you.  I  enjoyed 
meeting  you  today. 

STATEKEIIT   07  OILBEBT   FRICKE,   ILLDTOIfi   SEFAKTHBHT    OF 
AOBICULTURE 

Mr.  Fricke.  Congressman  Madigan,  I  appreciate  the  opportunity 
to  present  testimony  this  morning  on  behalf  of  the  Illinois  Department 
of  Agriculture.  I  am  Gilbert  Fricke  and  serve  as  the  superintendent 
of  the  Division  of  Marketing  and  Agricultural  Services.  One  of  the 
bureaus  of  the  Department  of  Agriculture  which  is  under  my  supervi- 
sion is  the  Bureau  of  Soil  and  Water  Conservation. 

Conservatitm  programs  and  incentives  have  been  established  as  tbe 
t       priority  of  oup  department.  As  you  are  aware,  the  c" ' ' 
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administers  the  soil  and  water  conservation  districts  pi-ogram  in 
Illinois.  A  1977  amendment  to  the  Districts'  Act,  requires  the  dei>8rt- 
ment  to  set  guidelines  for  sedimentation  and  erosion  control.  This  is  in 
line  with  the  department's  role  as  management  agency  for  the  agricul- 
tural sector  of  the  section  208  water  quality  program  of  the  Clean 
Water  Act.  A  great  need  exists  in  our  State  for  the  fiscal  capabilitjr  to 
carry  out  these  and  the  other  Federal  and  State  responsibilities  which 
our  agency  has  been  given  relative  to  conservation.  Our  best  conserva- 
tion estimate  for  the  cost  of  applying  conservation  measures  to  Illinois 
farmland  is  $6.3  billion.  I'm  sure  you  are  aware  of  the  problems  and 
needs  which  merit  such  an  estimate. 

The  United  States  and  State  of  Illinois  governments  have  worked 
closely  to  accomplish  our  State  and  national  conservation  goals.  We 
deeply  appreciate  this  cooperation  exhibited  by  our  Congress  and 
agencies  of  the  U.S.  Department  of  Agriculture.  It  is  imperative 
if  we  are  to  succeed  in  our  effort.  I  cannot  overemphasize  the  impor- 
tance of  strong  USDA  programs  which  provide  the  ability  to  in- 
crease the  advancement  toward  accomplishing  our  conservation  goals. 
We  have  the  State  and  national  legislative  directive  to  do  so;  we 
must  also  liave  the  financial  resource  capabilitv. 

A  recent  cooperative  effort  of  USDA  and  the  State  of  Illinois  is 
the  rural  revitalization  planning  program.  This  program,  funded 
through  a  Farmers  Home  Administration  grant,  has  provided  a  rural 
needs  assessment  and  a  rural  development  strategy  lor  Illinois.  The 
Natural  Resources  and  Environment  Task  Force  of  this  program 
consisted  of  leaders  representing  all  levels  of  government,  public  in- 
terest groups,  and  private  organizations.  This  task  force  centered 
its  recommendations  on  the  preservation  of  farmland.  A  key  recom- 
mendation focused  on  the  need  for  completion  of  the  soil  survey 
mapping  in  Illinois  in  order  to  do  this.  Soil  surveys  are  of  immedi- 
ate concern  to  Illinois  for  many  other  reasons  as  well.  Federal  sur- 
face mining  and  water  quality  regulations  are  only  two  such  need& 
One  agency  of  State  government,  the  Illinois  Environmental  Protec- 
tion Agency,  has  entered  into  agreement  with  the  Soil  Conservation 
Service  to  provide  $60,000  durmg  this  fiscal  year  for  the  punwee 
of  accelerating  soil  survey  progress.  The  Department  of  Agricul- 
ture is  proposing  a  funding  oy  State  revenues  to  amount  to  25  per- 
cent of  the  cost  of  the  remaining  soil  surveys,  which  is  much  needed 
to  complete  the  mapping  by  1990,  as  is  hoped.  A  bill  which  would 
achieve  that  result  has  oeen  submitted  to  the  Illinois  General  As- 
sembly. Again,  I  would  emphasize  the  importance  of  a  continued 
and  increasing  Federal  support  of  this  program. 

Our  conservation  needs  must  be  met  if  we  are  to  insure  a  future 
for  our  Nation  which  will  maintain  our  present  level  of  agricultural 
production.  This  is  a  very  serious  concera  to  Illinois,  as  we  are  the 
Nation's  leading  producer  and  exporter  of  agricultural  products.  Yet, 
we  lose  approximately  100,000  acres  of  farmland  cacli  year  to  other 
uses.  Since  the  end  o*  World  War  II  we  have  lost  the  equivalent  of 
eight  medium-sized  counties  in  Illinois.  Obviously,  this  trend  cannot 
continue  without  threatening  the  food  supplies  of  our  State,  Nation, 
and  world.  T  appreciate  this  chance  to  appear  before  you  today  and 
Iho  continuing  support  of  our  Nation's  legislative  body  for  the  vital 
lonpervafion  programs  of  agriculture. 
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Mr.  Joif£B  of  Tennessee.  Thank  you  very  much,  Mr.  Frick». 

We  do  appreciate  your  interest  and  your  dedication  to  the  program. 

Mr.  Bowman,  we  are  glad  to  have  you.  You  may  proceed. 

STATEUENT  OF  WUBUK  BOWMAN,  FKESISEKT,  ASSOCIATIOH  OF 
ILLINOIS  SOIL  AND  WATER  C0NSEK7ATI0N  DISTBICT8 

Mr.  BowMAx.  My  name  is  Wilbur  Bowman.  I  am  a.  fanner  and 
electric  contractor  in  Ogle  County,  III.,  and  my  wife  and  I  operate 
a  gift  shop  and  lunchroom  in  an  old  stone  hou.<ie  on  our  farm  thai,  is 
about  135  years  old.  So  I  am  involved  in  both  the  finance  end  and  the 
conservation  end. 

But  I  am  speaking  today  as  president  of  the  Association  of  Illinois 
Soil  and  Water  Conservation  Districts,  which  is  an  organization  made 
up  of  the  98  individual  Soil  and  Water  Conservation  Districts  in  the 
State  of  Illinois,  which  cover  all  102  counties  with  the  exception  of 
some  urban  and  cemetery  and  riverbed  areas,  and  so  on. 

We  obviously  are  deeply  concerned  about  several  aspects  of  the 
soil  and  water  conservation  effort  of  today, 

Apricnlturo  in  Illinois  and  all  the  United  States  has  changed  drasti- 
cally over  the  years.  In  fact,  there  has  probably  been  as  much  change 
in  the  last  5  to  10  years  as  occurred  in  the  previous  20  to  80  years. 
Changes  are  very  obvious  in  the  mechanization  aspect,  for  example,  in 
tractors  today  compared  with  those  of  1970. 

The  huge  four-wheel-drive  behemoths  of  today  were  practically 
unheard  of  then. 

In  the  meantime,  few  implementj^  have  come  along.  Perhaps  one  of 
the  first  so-called  conservation  tillage  implements  was  the  dfiisel  plow, 
which  is  not  a  very  commonplace  implement  on  Illinois  farms. 

Even  more  recently  now,  there  have  come  into  being  an  ever  in- 
creasing list  of  implements  designed  to  help  reduce  soil  erosion  and, 
at  the  same  time,  per  acre  cost  on  the  input  side  for  the  farmer. 

Farm  credit  needs  have  changed  considerably.  One  machine  now 
costs  more  than  my  entire  lino  of  machinery  cost  me  when  I  started 
farming  in  1959. 

But  we  have  heard  considerable  about  farm  credit  and  the  needs 
and  benefits  of  that  in  the  last  several  hours. 

Crop  rotations  have  changed.  Where  we  used  to  sec  hay  and  meadow 
to  feed  the  livestock,  we  now  see  row  after  row  of  com  and  soybeans, 
and  a  huge  grain  drying  and  handling  setup,  and  perhaps  no  livestock 
at  all. 

This  has  all  resulted  in  increased  soil  loss  and  an  increased  demand 
for  technical  assistance  from  our  soil  and  water  conservation  districts, 
beyond  which  we  simply  cannot  furnish. 

There  are  over  8  million  acres  of  land  in  Illinois  that  have  an  erodon 
rate  exceeding  acceptable  levels.  Most  of  this  is  called  prime  land, 
the  verv  best  in  the  Nation. 

The  impact  of  this  erosion  is  reduced  productivity,  reduced  extort 
potential,  increased  food  cost,  and  decreased  water  quality  noon 
sedimentation's  standpoint. 

AH  this  ehangc  mils  for  ronipai-ative  change  in  conservation 
approach. 
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We  heard  very  recently  that  there  will  be  no  set-aside  program  in 
1980,  and  perhaps  not  at  all  in  the  foreseeable  future.  This,  iA  my 
j  udgment,  is  a  change  in  the  wrong  direction  because  all  thc^e  marginiu 
acres  formerly  kept  in  the  set-aside  will  now,  more  than  likely,  go 
into  com  and  soybean  prodnction.  where  the  erosion  rate  becomes 
greatly  excessive  to  any  established  limits  or  tolerable  limits. 

Soil  and  water  conservation  programs  have  also  changed  over  the 
years,  and  we  are  still  making  progress  toward  our  goal  of  having 
all  agricultural  land  adequately  treated. 

But  we  need  more  change,  and  we  need  it  faster. 

A  new  approach  has  b^n  proposed  by  the  National  Aaeociation  of 
Conservation  Districts,  an  organization  with  which  our  Illinois  asso- 
ciation works  very  closely  as  a  part  of  it. 

This  idea  has  Iseen  called  a  green  ticket  approach,  and,  in  some^^at 
oversimplified  terminology,  it  is  a  means  of  providing  landowners 
with  an  incentive  of  such  a  nature  that  it  wonld  encourage  the  applica- 
tion of  good  conservation  practices. 

It  is  our  feeling  that  land  users  who  voluntarily  apply  conservation 
systems  to  their  land  should  not  be  economically  penalized  for  their 
efforts  but,  in  fact,  given  significant  economic  incentives  to  apply  these 
practices  to  the  land  where  they  have  jurisdiction. 

This  idea  is  new.  It  needs  a  lot  more  thought,  but  it  has  so  many 
possibilities  in  terms  of  being  an  incentive  to  encourage  the  applica- 
tion of  good,  well-planned,  best  management  practices  and  nlanage- 
ment  systems  that  we  think  it  has  a  chance  of  being  a  rather  tremen- 
dous tool  for  conservation. 

Recently,  the  Secretary  of  Agriculture  has  proposed  regulations  of^ 
the  U.S.  Treasury  Department  which  would  allow  land  users  to  deduct 
both  Federal  and  State  c<^  share  payments  directly  from  their  gross 
income  for  purposes  of  Federal  and  State  income  tax. 

If  approved,  this  would  be  a  big  step  in  the  right  direction.  , 

Illinois'  98  soil  and  water  conservation  districts,  as  well  as  the  3,000 
other  soil  and  water  conservation  districts  across  the  Nation,  need 
additional  technical  assistance.  Data  recently  prepared  for  our  asso- 
ciation show  that  it  would  take  approximately  8,000  man-years  of 
technical  assistance  to  land  users  in  Illinois  to  reduce  all  soil  loss  to  an 
acceptable  level. 

Obviously,  we  could  not  use  all  this  manpower  in  1  year  or  even  in 
several  years,  but  it  does  show  the  need  for  signiiicant  increases  in 
technical  assistance  to  districts,  and  this  at  a  time  when  presidoitial 
budgets  and  legislative  action  tend  to  reduce  the  manpower  available' 
rather  than  increase  it. 

The  workkload  for  districts  is  accelerating  rapidly.  They  will  soon 
bo  implonipnting  a  soil  erosion  and  settlement  control  program  recently 
passed  by  the  Illinois  Le^slature. 

They  have  Keen  selected  by  the  Xllinois  Environmental  Protection 
Agencv  as  the  manngement  agents  to  administer  the  soil  erosion  por- 
tion of  the  Illinois  208  water  quality  management  plan. 

At  onr  September  board  meetin^j.  our  association  took  action  that 
placed  the  acceleration  of  the  land  treatment  program  from  all  soil 
and  water  conservation  districts  at  the  very  highest  priority  level. 
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We  desperately  need  additional  technical  assistance  to  meet  our 
goals  and  provide  for  the  welfare  of  this  Nation. 

That  welfare  includes  energy  conservation,  for  soil  and  water  con- 
servation practices  are  energy  savers. 

Districts  in  Illinois  are  directed  and  run  by  approximately  600  non- 
paid  landowners  and  land  occupiers. 

I  believe  that  Soil  Conservation  Service  technical  assistance  should 
at  least  be  doubled  to  help  meet  the  increasing  responsibilities  placed 
on  us  for  the  care  of  our  soil  and  water  resources. 

I  realize  that  there  are  many  other  areas  in  the  broad  spectrum  of 
conservation  that  all  of  us  would  say  need  attention,  but  this  perhaps 
highlights  a  couple  that  we,  in  our  organization,  consider  to  be  of  prime 
importance. 

We  thank  you  for  your  time  to  present  our  thoughts  to  you. 

Mr.  Madioan.  Mr.  Bowman,  it  is  possible  that,  after  the  conclusion 
of  all  of  these  witnesses  testifying,  that  we  will  have  a  panel  and  a 
question  and  answer  period. 

That  may  also  be  impossible  because  the  chairman  has  to  catdi  an 
airplane  at  4:30. 

But,  if  the  witnesses  have  concluded  at  that  time,  we  will  have  that 
sort  of  a  participation  so  that,  if  it  is  possible  for  you  to  stay  around. 
we  would  appreciate  it  very  much. 

Mr.  Bowman.  I  would  be  happy  to. 

Mr,  Madioan.  Thank  you. 

We  appreciate  your  coming  and  taking  the  time  to  come. 

Mr.  Hillard  Morris  is  the  next  witness. 

STATEHEBT  OF  HILLAAD  KOEBIS,  SIBECTOS  OF  TEE  HATIOHAI 
A8S0CIATI0H  OF  COHSEllVATIOH  SISTBICTS 

Mr.  MoRBis.  We  are  real  happy  that  you  have  brought  Congressman 
Jones  into  our  great  State  of  Illinois,  ond  while  we  don't  brag  about 
our  football  team,  we  do  say  something  about  our  com  and  soybean 
production  once  in  a  while, 

Mr.  Chairman,  while  T  am  listed  here  as  representing  the  National 
Association  of  Oonservation  Districts,  of  which  I  am  a  director,  I  will 
be  speaking  today  as  a  farmer. 

I  am  sure  that  Mr.  Bauer,  our  |>resident.  Mr,  Neil  Sampson,  our 
executive  vice  president  in  Washington,  D.C..  will  be  taking  car©  of 
the  national  organization  for  me. 

I  am  Hillard  Morris,  a  farmer  from  Ma.son,  111.  We  own  758  acres  in 
Effingham  and  Fayette  Counties,  consisting  of  com,  soybeans,  wheat, 
hav.  pasture,  and  timberland. 

We  also  have  50  Hereford  cows  and  produce  feeder  calves  on  our 
rolling  land. 

For  the  past  27  years  I  have  also  had  the  opportunity  to  serve  aa  a 
district  director  on  the  Effingham  County  Soil  and  Water  Conservation 
District  Board. 

It  has  been  my  privilege  to  work  for  the  conservation  and  wise  use 
of  our  Nation's  and  States'  greatest  resource,  our  soil  and  water,  at  the 
local,  State,  and  national  level. 
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It  is  with  this  background  that  I  welcome  the  opportunity  to  come 
before  you  today. 

As  we  look  back,  we  find  several  disturbing  factors. 
\o.  1,  excess  soil  loss  through  erosion  of  our  cropland. 
Xo.  2.  agricultural  lands  being  converted  each  year,  which  is  about 
100,000  acres  in  Illinois,  to  other  uses,  with  no  thought  toward  future 
needs  of  the  Nation  and  the  world  for  food  and  fiber. 

No.  3,  pollution  of  our  rivers,  streams,  and  lakes  from  sediment, 
carrying  along  chemicals  and  fertilizers. 

No.  4,  inflation,  which  erodes  the  landowners'  and  tenants'  income, 
forcing  them  to  misuse  the  land  in  order  to  pay  taxes,  operating  ex- 
penses, and  have  some  left  over  to  support  the  family. 

No.  5,  high  land  prices  and  death  taxes  which  forces  the  young 
farmer  out  of  business  and  forces  each  generation  to  rebuy  the  family 
farm. 

And  No.  6,  and  this  may  be  one  of  the  most  important,  which  af- 
fect most  of  the  above :  the  lack  of  a  national  agricultural  policy  which 
makes  agriculture  and  the  soil  and  water  resources  a  high  priority 
item  in  national  policy. 

Food  and  fiber  is  man's  No.  1  need,  and  as  we  look  to  the  future,  it 
becomes  even  more  important. 

This  is  why  we  need  to  start  protecting  the  soil  and  water  resources 
that  produce  it  as  we  never  have  before. 

Over  the  years,  we  have  gained  technology,  developed  the  plans, 
and  now  it  is  time  to  undertake  a  strong  national  conunitment  to  get 
conservation  measures  on  the  land  to  protect  the  soil  and  water  from 
excess  erosion  and  pollution. 

Just  as  the  Arabs  deplete  their  resources  when  they  export  their 
oil.  we  Iiave  been  depleting  our  great  soil  resources  when  we  export 
our  corn,  wheat,  soybeans,  and  cotton.  The  only  difference  is  we  could 
prevent  our  erosion  losses  and  keep  our  croplands  producing  for  gen- 
erations to  come. 

I  realize  much  needs  to  be  done  if  we  are  going  to  reverse  the  trend 
of  these  past  decades.  A  strong  national  effort  must  be  made  toward  the 
following: 

No.  1,  education.  We  need  to  make  everyone  aware  how  important 
the  soil  and  water  resource  is  to  their  lifestyle,  and  why  we  need  to 
protect  it,  if  we  are  to  feed  their  grandchildren  and  use  it  to  buy  and 
make  the  gas  and  oil  they  want  to  bum. 

No.  2,  a  new  national  empliasis  on  protecting  agricultural  lands 
from  conversion  to  other  uses  and  loB,ses  thi-ough  excess  erosion. 

No.  3.  agricultural  and  conservation  budgets  to  support  strong 
locally  controlled  soil  and  wafer  conservation  programs. 

The  past  years  have  shown  that  Soil  and  Water  Conservation  Dis- 
tricts. Soil  Conservation  Service,  County  Agricultural  Stabilization 
and  Conservation  Service,  and  their  local  committees  can  get  best 
management  systems  on  the  land  when  adequate  funds  are  provided 
for  cost  share  to  the  land  owner. 

One  thing  that  is  not  in  my  testimonv  is  that  I  believe  that  all  gov- 
ernmental agencies  supporting  the  National  Agricultural  policy— 
we  can't  have  a  cheap  food  Twlicy  at  the  expense  of  the  farmer  and 
the  rancher  and  also  the  soil  and  water  resources  of  the  Nation. 
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No.  4,  TTSDA  programs  all  headed  toward  the  same  goal. 

Too  many  times  in  the  past  the  conservation  farmer  has  been  penal- 
ized with  farm  programs  and  allotments. 

We  need  to  reward  the  land  owner  who  is  producing  under  a  good 
COTiservation  plan.  Tax  incentives  on  conservation  measures,  lower 
interest  rates  on  crop  and  farm  loans,  annual  payments  to  cover  taxes 
and  maintenance  on  certain  setaside  acres  for  critical  areas,  filter 
strips,  and  turn  areas, and  so  forth  are  just  a  few. 

No.  5,  the  establishment  of  a  national  resource  conservati<m  fund 
from  which  the  above  programs  would  be  financed. 

This  fund  could  be  created  by  funneling  export  fees  on  agricultural 
products  exported,  Federal  inheritance  taxes  collected,  a  tax  on  ethano), 
which  is  produced  from  our  renewable  resources,  grazing  fees,  and 
recreation  use  fees  from  our  public  lands,  et  cetera. 

Effort  should  be  made  for  parts  of  these  funds  to  be  made  on  a 
matching  fimd  basis  to  the  States, 

In  closing,  I  would  like  to  add  that  agriculture  made  our  Nation 
what  it  is  today.  A  strong  agricultural  economy  means  a  strong  na- 
tional economy. 

We  need  a  strong  national  commitment  toward  making  sore  we 
will  have  the  family  farms  nnd  the  soil  and  water  resources  to  produce 
the  food  and  fiber  that  future  generations  will  need  to  survive. 

I  thank  you.  and  that  completes  my  statement. 

Mr.  Madioan.  Thank  you,  Mr.  Morris, 

I  might  mention  to  you  that,  while  Mr.  lAWrence  McCloy  iB  com- 
ing up,  that  the  Senate  Finance  Committee  has  put  an  amendment 
on  President  Carter's  windfall  profits  tax  bill  that  would  repeal  the 
carry  forward  basis  in  inheritanw  taxes  that  was  enacted  in  1976, 
which,  as  you  know,  is  a  very  controversial  and  expensive  thing. 

So  I  thought  that  if  you  didn't  know  that,  perhaps  you  and  the 
others  would  like  to  know  that  that  is  in  the  windfall  profits  tax  leg- 
islation, 

Mr,  Morris.  T  appreciate  to  know  that,  because,  that  was  very  im- 
portant to  us. 

Mr.  Madtoas.  It  is  nice  to  have  you  with  tis. 

Mr.  Morris.  Thank  yoii,  sir. 

Mr.  Madioan.  Mr.  McCloy,  you  may  proceed. 

STATEHENT  OF  LAWSENCE  HoCLOY,  FAKKEB,  HASOH,  ILL. 

Mr.  McCloy,  Mr,  Chairman  and  members  of  the  subcommittee, 
my  name  is  Lawrence  MrCIoy,  I  am  a  farmer  living  in  Effingham 
County,  which  is  in  south  central  Illinois,     . 

I  am  proud  of  the  accomplishments  of  .\CP.  With  proper  fund- 
ing and  cooperation,  ninny  of  the  problems  concerning  clean  air  and 
clean  water  would  not  exist  today. 

Yes.  as  a  child.  I  can  remember  dust  in  the  air  in  our  home  on  the 
dinner  plates,  and  mother  saving  it  was  Kansas  dust. 

Tliere  were  many  ngly  gullies,  poor  timlK>r  stands,  hare  hillsides, 
cropland  too  poor  to  grow  a  crop  in  the  summer  or  cover  for  the 
winter. 
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ACP,  through  tho  efficient  administration  of  ASCS  county  com- 
mitteemen and  county  office  personnel,  has  corrected  many  of  these 
problems.  But,  from  the  lack  of  funds,  many  good  conservation 
practices  have  had  to  be  put  of!. 

Checking  with  our  Effingham  Connty  ASCS  office,  I  was  told  in 
1980,70  practices  were  approved  with  a  funding  of  $112,536. 

One  hundred  and  thirty  more  were  signed  up,  but  could  not  be 
approved  from  lack  of  funds. 

In  1979, 200  practices  were  signed  up  and  66  were  approved.  Again, 
the  funding  ran  short. 

Only  $35,000  was  allotted,  when  traditionally  $60,000  to  $100,000 
is  used  on  a  limited  list  of  approved  practices. 

Funding  is  a  problem.  The  ASCS  office  is  there.  Trained  person- 
nel are  there,  and  farmers  come  asking.  Bnt  shortage  of  funds  keeps 
much  conservation  from  being  done. 

Some  practices  have  been  discontinued  for  one  reason  or  another. 
For  instance,  application  of  limestone  to  cropland  with  the  require- 
ment of  winter  cover  crop  to  follow. 

It  was  said  to  be  a  production  practice  and  was  no  longer  needed, 
which  is  wrong.  We  do  need  production.  Both  farmers  and  consum- 
ers alike,  and  in  generations  ahead,  need  it. 

I  have  checked  with  local  soil  testing  laboratories,  and  their  requests 
for  soil  testing  are  down  since  the  application  of  limestone  to  cropland 
was  discontinued. 

Also,  figures  bear  out  limestone  sales  are  not  keeping  pace  with  what 
crops  are  depleting. 

Many  farmers  no  longer  seed  clover  in  their  wheat,  but  instead 
double  crop  soybeans  leaving  more  land  with  no  winter  cover,  no 
place  for  wildlife  to  survive,  and  expose*!  for  wind  and  water  erosion 
through  the  winter  and  spring. 

I  can  recall  our  county  average  com  yield  of  S8  bushels,  whe^t  14, 
soybeans  15.  Today  they  are  nearly  tripled. 

I'm  sure  soil  testing  and  the  application  of  '.iniestone  to  cropland 
helped  bring  this  increased  proauctioa.  Foi-  this  we  should  all  be 
thankful. 

As  a  local  radio  farm  show  puts  it,  "If  you  eat,  you  too  are  involved 
in  agriculture." 

Thank  yon,  Mr.  Chairman  imd  members  of  the  subcommittee,  for 
allowing  my  thou^ts. 

We  also  want  to  thank  you  for  your  past  efforts  in  keeping  ACP 
alive  and  as  active  as  it  is. 

By  working  together,  this  long  proven  effective  program  can  be 
strengthened.  Again,  thank  you. 

Mr.  Madioan.  Thank  you,  Mr.  McCloy. 

Our  next  witness  will  be  Mr,  Henry  Quandt  from  Mason.  III.  I  un- 
derstand Mr.  Quandt  is  not  here,  so'  we  will  procee<l  to  Mr.  Harold 
Parett  of  Mohamet,  111. 

STATEJfEHT  OF  HABOIB  FABETI,  FAEMEB,  HOHAHET,  UL. 

Mr.  Parett,  My  name  is  Harold  Parett,  and  I  am  a  farmer  living  in 
the  house  where  I  was  bom.  a  family  farm  since  1891. 
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I  have  been  affiliated  with  ASCS  work  for  30  years,  being  a  loan 
inspector,  bin  site  attendant,  scale  attendant,  township  committeeman, 
and  now  as  vice  chairman  of  the  Champaigm  County  ASCS  Committee. 

I  want  to  speak  briefly  about  the  benefits  of  ACP  for  Champaign 
County  farmers. 

So  far,  the  program  is  entered  into  volnntarily,  bo  an  incentive  has 
to  be  a  major  factor  for  participation. 

Most  farmers  would  not  have  participated  in  this  conservation  work 
if  it  had  not  been  for  the  cost-sharing  funds.  This  incentive  is  espe- 
cially valuable  for  absentee  landlords  who  do  not  see  the  daily  needs 
for  conservation  as  many  of  us  do. 

Farmers  learn  conservation  practices  from  other  farmers,  through 
field  demonstrations,  and  the  college  experiment  stations. 

[The  following  material  was  submitted  for  the  record:] 

Moneys  used  for  ACP  in  Champaign  Countr  are  the  foUowlns  amonnts  for  the 
following  years: 

1972  I  M,eoe.4S 

1»73  _  87,385.07 

1974 26, 678.  TJ 

1975 54. 066. 00 

1976 79,  MS.  00 

1977 S9,6«0.00 

1978 44, 482.  00 

1979 41. 7BB.  00 

Total  868.886.29 

In  1978  tbe  following  piacUces  were  carried  out : 
1)71  UP  inniMl: 

oiiiiMi «iiic(tion moao 

DwfUMdMociHoiu -l\St 

ToBI M4R 

Ut'imiinqunMcsit-ihin H*» 

XI f >rai>  witvMi _ 9i,m 

21titnitc(iicalMl M,UI» 

PRACTICES  APPROVED 


Unlti  (tNt)     Acm  Mrnd 


Mb.'.' 


ToUlNmlntt - «,« 

■  4  piMICM  tianiffitfd  M  1)79: 1  ciacritd;  2  to  In  piid  whan  mfh  ii  comirittMl  (mttnnin). 

Tbe  following  Is  a  brief  testimony  of  a  CbampatKn  County  farmer,  Owen  Binder, 
wtio  has  used  parallel  terraces  and  tiling,  contourlug,  and  chiselinft  plowing: 

"Tlie  benefits  from  my  i^nservatlon  program  are  now  realistic.  No  longer  Is  tbere 
farming  equipment  stucb  in  wet  soil.  Instead  of  haWng  wet.  soar  boU.  I  bare  U^ 
producing,  tillable  soil.  Corn  yields  bave  risen  from  80  bashel§  per  aci«  to  18B  and 
some  taigbs  of  160  bnsbels  per  acre.  Soybean  yields  have  reached  hlglis  of  5S 
buoliels  per  acre.  I  also  know  tbat,  with  a  decent  growing  season,  I  haTe  more 
income  because  I  bave  less  farming  expense  tilling  good  soil  as  compared  to  poor, 
undralned  soil.  The  value  of  my  land  has  more  tban  doubled  {leaving  out  Inflated 
land  prices).  With  a  little  repair  work  now  and  then  on  terracee,  my  aoU  wm  be 
ben  on  the  farm  and  not  in  some  river  or  lake  miles  away. 
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"I  n-oiild  be  quick  to  ms  tbat  the  time  Is  now  for  anyone  with  erosion  problems. 
Tomorrow — neit  year — later — or  never,  you  aay.  What  are  you  going  to  leava 
your  children  and  grandchildren — a  farm  with  the  topsoll  all  gone,  nothing  bnt 
clay.  rook!(.  atid  giiiHeit?  After  all,  we  are  Just  using  our  soil  while  we  are  here. 
It  will  be  passed  on  some  day.  fio  why  not  leave  it  better  than  when  we  obtained 
it.  Ulne  was  a  challenge,  a  goal,  and  a  reward," 

A  farm  manager,  Steve  Moaler,  Cbampalgn  County  Bank  ft  Trust  Co.,  who  uses 
ACI'  on  farms  under  lils  management  states : 

"I  wish  to  submit  written  testimony  about  the  value  of  the  ACP  cost-sharing 
program  that  now  exists.  I  am  a  farm  manager  with  Champaign  County  Bank 
&  InisI  Co.  In  Urbana.  111.,  and  manage  ti,O0u  acres  In  Champaign  and  adjoining 
counties.  I  am  also  actively  engaged  In  farming  east  of  Urbana,  111.,  and  over  the 
[lUst  S  years  have  made  considerable  Improvements  to  tlie  land  tliat  I  own  and 
dlierate  witb  tbe  aid  of  the  Soil  Conservation  Service  and  the  ACP  program.  On 
lands  tbat  I  either  farm  or  manage  we  have  constructed  several  thotisand  feet  of 
farm  over  terraces  and  parallel  terrace  outlet  drainage  systems.  Without  the 
usHlstunce  of  the  Commodity  Credit  Corporation,  none  of  this  work  would  have 
beeu  economically  possible. 

■We  have  done  work  on  some  16  farms  In  the  last  6  years  and  have  made  several 
acres  of  land  productive  tliat  were  previously  subject  to  severe  erosion  problems 
which  could  not  be  handled  wltb  Intensive  farming.  Since  tbe  Improvement  work 
has  t>een  done  the  soils  are  now  Intensively  farmed  with  almilar  cultural  prac- 
tices tliat  are  allowable  on  Hat  land,  and  the  erosion  level  has  been  reduced  to 
levels  acceptable  under  the  universal  soil  loss  equation." 

Another  farm  manager.  Ray  Elchelberger,  also  from  the  Champaign  Count; 
Bank  &  Trust  Co.,  states : 

"During  tbe  past  5  years  we  have  established  parallel  terrace  outlets  on  fire 
farms  Id  east  central  lUlnoia.  After  completing  tbe  projects  on  these  farms  we 
are  able  to  grow  more  of  the  crops  such  as  corn  and  soybeans  which  have  a  good 
demand  not  only  In  our  domestic  market,  but  also  in  foreign  trade.  Thus  these 
products  help  to  reduce  our  deficit  of  payment  problem  and  also  provide  food  for 
Ihe  millions  of  underfed  and  hungry  people  of  the  world.  Furthermore  tbe  con- 
servation projects,  once  established  on  ttie  farm,  protect  tbe  soil  from  erosion  aud 
preserve  the  productivity  of  the  land  for  future  generations.  In  addition,  if  soil 
erosion  is  reduced  the  drainage  water  from  tbe  farm  wlU  not  contain  silt,  which 
In  tbe  past  has  accumulated  in  our  streams,  rivers  and  lakes  of  nilnolg." 

The  ASCS  has  tbe  trained  personnel  to  handle  an  enlarged  program,  without 
an  additional  eipenw.  We  have  aerial  mapa  of  every  farm  in  the  county.  We  bare 
iissigued  a  production  level  of  corn  to  every  farm.  We  have  representatlvea  on  the 
township  level,  made  up  of  farmers,  elected  by  farmers,  who  know  pretty  well  the 
cliaracteristlca  of  every  farm  as  to  ponds,  rocks  and  erosion. 

We  are  appalled  at  the  loss  of  soil  by  water  and  wind  erosion.  Surely  no  farmer 
wants  to  give  up  his  freedom  of  farming  as  he  likee,  but  unless  farmers  cbange 
meihods  of  soil  preparation,  mandatory  regulations  will  soon  be  necessary. 

I  have  Just  flnished  reading  a  tK>ok  that  has  been  on  the  list  of  best  sellers,  titled 
"The  l^tc  Great  Planet  Karth"  by  Hnl  IJndsey.  Although  the  main  subject  of 
the  l>ook  Is  relating  how  Biblical  prophecies  are  coming  true.  Mr.  Undsey  doee 
list  3  major  crises  facing  the  world  today.  They  are:  (1)  Overpopulation.  (2) 
nuilear  power,  (3)  pollution.  And  this  last  one.  pollution,  Involves  thoae  who  tUl 
the  sou. 

The  practice  of  stewardship  Is  as  old  as  the  Bible  Itself.  For  those  who  are  good 
steward.'^,  the  reward  is  great.  I  believe  many,  many  farmers  are  good  stewards. 

I  would  like  to  suggest  a  slogan  for  all  of  those  who  are  responsible  for  main- 
taining our  precious  soil  for  future  generaHons.  "That  they  live  as  though  they 
n  ill  die  tomorrow,  and  farm  as  though  they  will  live  forever," 

I  thank  you  for  the  privilege  of  appearing  before  this  committee. 

IThe  complete  letters  of  Mr.  Mosler  and  Mr.  Elclielberger  are  held  in  the  com- 
mittee flies.] 

Mr.  M Ainn.vN.  Thank  yoii  vory  miirh.  Mr.  Pnrett. 
Mr.  Little,  yon  are  next. sir. 
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STATEHEKT  OF  BYEON  LITTLE,  FARMEB,  AECOLA,  ILL. 

Mr.  Little,  Mr.  Madigan,  my  name  is  Byron  little. 

I  farm  900  acres  in  Douglas  County,  and  I  have  farmed  for  26  jean. 

I  would  like  to  testify  on  belialf  of  the  soil  conservation  and  the 
county  committee  system. 

I  would  like  to  relate  to  you  an  experience  with  the  local  committee. 
This  past  year,  my  wife  and  I  bought  10  acres  of  timber  ground  Out 
had  been  a  game  preserve  for  over  30  years. 

It  had  a  meandering  gully  across  one  side  that  was  eroding  and 
losing  soil  into  a  major  river. 

We  thought  it  had  good  potential  for  a  farm  pond,  whei'eas  water 
is  very  scarce  in  this  area, 

I  went  to  our  local  ASC  Office  and  told  them  I  wanted  to  sign  up 
for  cost-sharing  on  a  farm  pond. 

The  lady  sort  of  laughed  and  said,  "We  haven't  been  handlinj^  fttm 
ponds  any  more." 

I  said  I  would  sign  up  anyway. 

I  made  an  appointment  witli  the  local  soil  technician. 

He  took  a  core  sample  of  the  down  side.  He  said  it  would  hold  water 
and  would  be  a  great  place  for  a  pond, 

I  asked  him  about  cost-sharmg,  and  he  said  it  wouldn't  qualify 
because  it  did  not  have  enough  soil  erosion  and  farm  ponds  were  of  a 
low  priority  on  the  list. 

My  next  step  was  to  talk  to  the  county  committee.  They  came  out  and 
assured  me  that  they  thought  that  there  was  erosion  and  they  thought 
a  pond  would  be  the  answer. 

To  make  a  long  story  short,  I  got  my  farm  pond,  and  it  will  continue 
as  a  game  refuge  and  recreation  for  many  people  for  many  years 
to  come. 

Hopefully,  silting  in  this  part  of  the  river  will  stop. 

The  point  I  am  trying  tn  make  is  that  the  local  county  committee 
has  better  knowledge  of  the  problems  of  farmers  and  landowners 
and  how  those  funds  for  conservation  practices  should  be  spent  than 
most  qualified  technicians  in  SCS. 

I  thank  you. 

Mr.  Madioan.  Could  I  ask  you  a  question  f 

Mr.  LriTLE,  Yes. 

Mr.  Madioan.  Isn't  your  pond  going  to  silt  * 

Mr.  Little.  It  will  gi-eatly  reduce  the  runoff,  because  the  fann 
across  the  road  just  inns  over  the  road  and  through  this  gulley  and 
directly  into  the  river.  We  hope  maybe  it  will  stop  srane  of  the  erosion. 
Other  than  a  catastrophe  like  a  12-inch  rain  like  we  have  had  in  the 
past.  There  won't  Iw  anytliing  to  stop  that. 

Mr.  Madioan.  I  don^t  want  to  discourage  you,  Mr.  Little,  but  my 
dad  built  two  of  those,  and  he  got  help  from  the  Federal  Government 
Back  then  it.  was  about  40  percent  for  one  part  and  60  percent  for  the 
other  part  of  it.  And,  over  3  yeare,  he  used  to  spend  $3,000  to  have  the 
silt  dredged  out.  It  became  a  vei-y  controversial  thing  between  my 
mother  and  father.  I  just  wanted  to  warn  yon  about  that. 

Thank  you  itr.  Little.  Mr.  Glen  Hughes  is  next,  but  I  understand 
both  Mr.  Hughes  and  Mr.  Chandler  are  picking  com  today.  They 
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said  tliey  would  submit  thpir  testimony  to  be  sent  to  Washington.  We 
undei-stand  wliat  they  ai-c  doing  and  why  they  are  doing  it  this 
afternoon. 

Wo  will  now  hear  Mr.  Mniltnnd  Rice.  Please  po  ahead,  and  thank 
you  verj'  much  for  joining  us.  I  observe  that  yon  came  all  the  way 
from  Owensboro,  Ky. 

STATEHEHT  OF  HAITLANS  RICE,  VICE  PBESISENT,  KENTUCXY 
ASSOCUTIOH  OF  CONSERVATION  DISTRICTS 

Mr.  Ekk.  Thank  yon.  Congressman  Madigan.  I  am  Maitland  Rice, 
vice  president  of  the  Kentucky  Association  of  Conservation  Districts, 
and  I  am  speaking  to  you  today  on  their  behalf. 

Kentucky  has  121  conservation  districts  with  847  supervisors  and 
more  than  80,000  district  cooperators.  Our  association  and  the  local 
conservation  districts  are  very  concerned  about  the  topics  you  are 
addressing  here  today.  It  is  a  pleasure  for  me  to  bring  some  of  the 
views  of  Kentucky's  conservation  districts  to  you. 

We,  in  Kentucky,  feel  we  have  a  strong,  sound,  conservation  pro- 
gram. However,  we  do  have  problems,  and  I  would  like  to  discuss 
some  of  these  with  you  today. 

First  of  all,  I  would  like  to  address  technical  assistance  provided 
to  our  conservation  districts.  In  recent  years,  due  to  budgetary  re- 
straints and  personnel  ceilings,  technical  assistance  to  our  conserva- 
tion districts  has  declined  dramatically. 

As  you  are  aware,  conservation  districts  must  rely  on  Federal, 
State,  and  local  aaenoics  to  provide  us  with  either  funding  or  person- 
nel to  provide  assistance  to  our  land  managers  in  planning  and  apply- 
ing conservation  measures. 

At  the  same  time,  the  Federal  technical  assistance  to  our  conserva- 
tion districts  have,  lieen  ileclining,  we  have  l>een  given  the  opportunity 
to  host  new  programs.  These  include  the  Federal  Water  Pollution 
Control  Act,  section  208,  as  it  relates  to  agriculture  and  construction. 
Another  is  the  rural  abandoned  mine  program  of  the  Federal  strip 
mine  legislation.  Both  liave  increased  the  demand  for  soil  survey 
information  and  technical  assistance  in  general. 

In  addition  to  the  cutbacks  in  personnel  furnished  by  the  Soil  Con- 
servation Service — and  I  would  like  to  make  a  jMjint  right  here,  Con- 
gressman Madigan,  that  the  reduction  in  personnel  is  the  cause  of 
some  of  the  things  I  have  stated  here.. 

We  have  had,  in  addition  to  these  i>eople,  the  services  of  some  80- 
people  made  available  to  our  conservation  districts  through  the  Com- 
prehensive Employment  and  Training  Act,  or  CETA  as  we  know  it. 
Hecanse  of  the  termination  of  the  contract  on  September  30,  we  are 
unable  to  provide  the  '-ervices  of  these  )>eople  to  our  cooperatoi-s,  thus 
further  straining  available  personnel  resources. 

Our  conservation  districts  feel  that  if  they  are  to  take  full  ad- 
vantage of  these  opportunities  to  help  implement  tlic  new  Federal  pro- 
gram, in  addition  to  the  on  going  program  of  preventing  erosion  and 
sedimentation,  our  districts  must  have  available  the  services  of  quali- 
fied (leople  to  pi-ovide  adequate  technical  assistance. 
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I  have  mentioned  a  number  of  Federal  pro-ams,  and  there  are 
State  programs  as  well,  that  conservation  districts  are  being  asked 
to  participate  in  or  to  implement.  We  feel  we  are  spreading  our  avail- 
able resources  too  thin  to  be  as  effective  as  we  should  be. 

Many  of  our  conservation  districts  feel  that  we  should  confine  onr 
major  efforts  to  the  planninir  and  application  of  a  more  basic  con- 
servation program.  This  basic  conserv'ation  program  would  addreae 
a  broad  array  of  problems,  including  the  areas  I  have  already  men- 
tioned, but  would  not  be  limited  only  to  these. 

In  other  words,  if  we  have  a  sound  program  of  planning  and  apply- 
ing conservation  measures  on  the  land,  then  this  undoubtedly  will  have 
an  impact  on  water  quality  erosion  control  as  it  relates  to  agriculture, 
construction,  mining,  or  whatever.  Sound  conservation  practices  will 
also  benefit  wild  life  habitat  and  improve  our  fish  resources. 

I  could  go  on,  but  I  believe  I  have  demonstrated  that  conservation 
practices  properly  applied  on  the  land  will  have  a  beneficial  impact 
on  these  and  many  other  natural  resource  activities.  Over  the  years, 
we  have  taken  steps  to  increase  the  State  and  local  government  finan- 
cial and  technical  assistance  share  of  the  conservation  program. 

This  effort  has  been  quite  successful,  and  we  now  have  county  and 
State  government  contributing  substantially  to  the  program. 

In  the  case  of  the  soil  survev  projiram,  the  State  has  willin^Iv  con- 
tributed both  manpower  and  funds  in  an  attempt  to  accelerate  the 
surveys  so  that  the  public  demands  for  this  kind  of  information  may 
be  more  nearly  satisfied. 

However,  within  the  past  few  years  this  effort  has  been  actually 
slowed  down  by  a  serious  cutback  in  Federal  fimds  available  through 
the  Soil  Conservation  Service  for  such  surveys.  This  has  been  counter- 
productive to  tho  intent  to  accelerate  flic  program,  and  we  have  es- 
sentially lost  all  of  the  value  of  the  State  and  local  contribution  and 
maybe  even  some  of  the  enthusiasm  for  considering  other  activities 
which  may  need  such  acceleration  in  the  future. 

For  a  few  moments.  I  would  like  to  discuss  some  thoughts  regard- 
ing cost-share  incentives  for  the  application  of  conaeiratioii 
practices. 

For  the  last  few  years,  we  have  seen  a  shift  in  the  agriculture  con- 
servation program  ndministered  bv  ASCS  of  TTSTIA  to  mn^  perma- 
nent type  conservation  practices  aimed  at  improving  the  environment. 

We  feel  this  is  an  definite  step  in  the  right  direction  and  should  be 
emphasized  even  more  in  future  years  as  these  practices  serve  the 
public  in  pi-oterting  oiii'  ivsource  base  and  improvements  in  water 
quality. 

Through  the  years,  we  have  applied  permanent  ctmservation  meas- 
ures on  the  land  more  or  less  as  a  one-shot  proposition.  We  feel  some- 
thing is  needed  to  stivngtlicn  this  pi'ogrnin,  whereby  incentives  are 
provided  to  maintain  these  conservation  practices  after  they  are 
installed. 

We  feel  a  maintenance  program  of  this  type  would  be  a  wise  invest- 
ment in  the  protection  of  our  liind  and  water  resources. 

In  this  regard,  one  of  the  main  i-easons  these  practices  urp  some- 
times defrt roved  In-for-e  their  full  effectiveness  is  realized  is  the  change 
'roni  year  to  year  in  pi-oduction  trends  of  food  and  fiber. 
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When  the  demand  for  food  and  fiber  increases  and  prices  for  these 
commodities  ai-e  attractive,  many  of  the  consen'ation  practices  are 
put  to  the  plow,  thus  becoming  ineffective.  We  in  Kentucky  have 
experienced  this  in  i-ecent  years. 

We  have  a  .great  many  aci-es  of  marginal  land  devoted  to  the  pro- 
duction of  corn  and  soywans  which  should  have  been  left  in  grasses 
and  trees. 

Unfortunately,  in  years  when  there  is  a  cutback  in  production, 
financial  resources  are  not  available  to  reestablish  the  conservation 
measures. 

There  is  a  need  for  some  type  of  program  to  insure  that  where 
these  conservation  practices  are  installed  they  will  continue  to  be 
maintained  to  sei-ve  the  purpose  for  which  they  were  applied. 

Thank  you  very  much,  Ctongressman  Madigan,  for  allowing  me  to 
make  these  statements. 

Mr.  Madioan.  Mr.  Rice,  thank  you  very  much  for  traveling  all  the 
way  up  here  from  Kentucky. 

I  hope  you  will  be  able  to  stay  with  us  for  just  a  few  minutes.  I 
understand  we  have  one  more  witness,  Mr.  Ed  Bowman, 

Please  come  forward,  Mr.  Bowman. 

STATEHENT  OF  EDWARD  A.  BOWHAN,  ONEIDA,  ILL, 

Mr.  BowMAX,  Mr,  Cliairman,  and  members  of  the  subcommittee, 
my  name  is  Edward  A.  Bowman,  I  live  and  farm  at  Oneida,  111., 
which  is  located  in  northwest  Illinois  in  Knox  County. 

I  appreciate  the  opportunity  to  appear  before  your  subcommittee. 

I  also  appreciate  a  congressional  committee  coming  out  into  the 
country  to  get  grass  roots  input  into  any  proposed  actions  considered 
to  help  conserve  the  Nation's  private  land  and  water  resources. 

It  is  good  that  our  Congress  recognizes  the  ne«d  for  a  conservation 
of  our  soil  and  water  resources  for  the  generations  that  follow  us.  The 
farmers  and  ranchers  of  this  Nation  that  live  on  the  land  are  the  closest 
and  most  aware  of  the  need  for  good  soil  and  water  conservation 
measures. 

Inasmuch  as  our  Nation  is  so  varied  in  its  topography  and  climate, 
it  is  virtually  impos-stble  to  legislate  good  soil  and  water  conservation. 
Tt  seems  to  me  that  the  local  people  in  each  of  the  varying  land  areas, 
whether  in  the  dry  arid  regions  of  the  high  plains  and  the  southwest, 
or  the  humid,  wet  areas  of  the  gulf  and  east  coasts,  are  in  the  best 
position  to  see  and  to  install  the  conservation  practices  that  best  meet 
the  local  need. 

The  farmers'  and  ranchers'  primary  limitation  in  installing  these 
practices  is  the  lack  of  adequate  funds  to  do  the  permanent,  long-range 
proiects  that  are  needed  to  solve  the  conservation  problem. 

The  individual  farmer  or  rancher  is,  at  best,  a  short-term  steward 
of  the  soil  to  which  he  has  title.  Many  conservation  practices  do  not 
pay  for  themselves  in  one  lifetime,  yet  they  have  a  long-term  benefit  to 
the  area  for  years  to  come. 

This  long-term  conservation  practice  benefits  not  only  the  landown- 
ers involved  in  the  practice  installation,  but  all  the  land  that  drains 
on  to  him  and  in  turn  all  the  land  that  takes  drainage  from  him. 
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Many  times  the  area  involves  many  square  miles  and  many  thousand 
acres. 

Included  in  the  area  benefited  aie  villages,  cities,  and  many  times 
large  municipalities.  So  the  real  benefactor  of  the  conservation  prac- 
tice is  society  in  general. 

Mr.  Chairman,  if  society  in  general  benefits  from  a  sound  conaerva- 
tion  practice,  then  Federal  fimds  are  justified. 

In  my  humble  judgment,  the  program  that  comes  the  closest  to 
meeting  this  need  is  the  agricultural  conservation  pn^ram,  which  is 
commonly  called  the  ACP. 

The  ACP  program  features : 

One,  local  control  of  the  conservation  program ;  and,  two.  Federal 
cost  shai-ing  of  conservation  with  the  farmer  and  the  rancher. 

Local  control  is  maintained  by  a  annual  election  of  farme>r-elected 
committeemen.  These  committeemen  determine  the  conservation  needs 
within  the  community  and  the  best  conservation  practices  to  solve  the 
conservation  need. 

Federal  cost-shares  are  also  determined  by  local  farmer-elected 
committeemen  within  some  proper  State  and  National  guidelines. 

I  would  sugge.st  to  this  subcommittee  and  to  our  Congress  that  tlie 
ACP  program  bo  greatly  expanded  with  sufficient  funds  appropriated 
to  provide  the  long-range  solution  of  our  conservation  problems  for 
the  benefit  of  all  society  and  the  consuming  public. 

Gentlemen,  the  greatest  benefactor  of  such  an  expanded  AOP  pro- 
gram would  be  our  sons  and  diiught^^rs  and  their  children  after  thent. 
What  greater  gift  ran  we  give  them?  Thank  you  for  your  time.  If  I 
can  answer  any  <)iiestions.  I  will  be  happy  to  do  so. 

Mr.  Madioan.  Mr,  liowman.  thank  you  for  your  very  sincere 
statement. 

Mr.  BowMAx.  Thank  you. 

Mr.  Madioan.  Have  we  overlooked  anyone  who  wanted  to  teeti^  on 
either  of  the  subjects  to<lay  ? 

Yes,  sir? 

Mr.  BtrCHER.  I  want  to  testify  on  the  credit  subject. 

Mr.  Maiucax.  You  are  moi-e  than  welcome  to  do  that  right  now  if 
you  like. 

STATEUENT  OF  BOSHET  0.  BUCHER,  VICE  PBESISEHT,  OU) 
REFTTBLIC  LIFE  INSUBAITCE  CO. 

Mr,  BuciiER.  I  am  Rodney  G.  Bucher,  vice  president  of  Old  Re- 
public Life  Insuiaiice  Co..  Chicago,  III.,  and  I  appear  today  on  behalf 
of  that  company  and  its  affiliated  companies  that  write  insurance  for 
members  of  Production  Credit  Associations  and  Federal  Land  Bank 
Associations. 

Various  of  the  Old  Republic  Insurance  Cos.  write  insurance 
throughout  the  TTnited  States,  Canada,  and  elsewhere.  For  28  years 
we  hai-e  served  members  of  PCA's  and  FLB.\'s  with  various  insurance 
programs. 

The  various  Old  Republic  Cos.  write  credit  life  insurance  credit 
disability  insurance,  mortgage  life  insurance,  crop  hail  insurance,  and, 
on  a  somewhat  more  limited  basis,  collateral  insurance. 
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We  serve  approximately  250,000  to  300,000  fanners  and  rancher 
members  of  the  farm  credit  system. 

The  Old  Republic  Cos.  favor  the  amendments  that  have  been  pro- 
posed to  the  Farm  Credit  Act  believing  that  the  farm  credit  system 
has  benefited  farmers  and  ranchers  throughout  the  Nation  and  that 
it  does  so  currently  without  the  involvement  of  any  Federal  funds 
whatsoever. 

I  have  read  with  interest  certain  testimony  previously  given  before 
this  subcommittee  and  have  heard  testimony  today  which  would  indi- 
cate that  there  are  those  who  believe  that  the  act  should  be  amended  to 
prohibit  production  credit  association  and  land  bank  associations 
from  making  insurance  programs  available  to  their  members. 

In  support  of  these  requests  there  have  been  erroneous  implications 
that  there  is  a  matter  of  unfair  competition  involved  in  that  there  is 
some  kind  of  Federal  subsidy  that  is  applicable  and  that  there  is  the 
potential,  real  or  imagined,  for  coercion. 

It  should  be  noted  that  such  allegations  are  made  exclusively  by 
those  who  are  in  the  business  of  selling  insurance. 

You  will  find  not  one  single  farmer  making  any  such  allegation 
relative  to  coercion  and,  of  course,  you  are  aware  that  there  is  no 
Federal  subsidy  involved. 

Apparently  everyone  concedes  that  PCA's  and  FLBA's  should  be 
able  to  make  credit  life  and  credit  disability  insurance  available,  but 
some  of  our  competitors  would  have  you  believe  that  other  insurance 
programs  should  not  be  available  through  PCA's  and  FLBA's, 

The  reason  no  evidence  of  coercion  has  been  presented  to  the  sub- 
committee is  that,  as  best  we  can  tell,  such  is  totally  nonexistent. 

We  have  discovered  none  during  our  28  years  of  involvement  in  the 
business. 

For  nearly  12  years,  I  have  been  involved  with  these  programs,  and 
during  that  time  all  insurance  department  complaints  from  State 
insurance  departments  throughout  the  Unit«d  States  relative  to  pro- 
grams written  by  the  life  companies  have  crossed  my  desk  and  been 
read  by  me. 

During  all  of  that  time  I  have  never  seen  a  complaint  concerning 
any  alleged  coercion  in  connection  with  any  of  these  programs. 

Our  experience  is  similar  on  the  crop  hail  and  collateral  programs. 
Indeed,  the  low  levels  of  penetration,  approximately  40  percent  nation- 
wide, that  is  the  number  of  farmer  members  for  whom  we  write  crop 
hail  insurance  as  compared  to  those  for  whom  we  do  not,  is  sufficiently 
low  as  to  argue  strongly  against  any  coercion  or  undue  influence  being 
exerted. 

It  certainly  is  not  in  the  interest  of  any  financial  institution  whose 
primary  business  is  lending  money  to  coerce  its  borrowers  into  buying 
insurance.  After  all,  the  typical  loans  involved  are  for  1  year  or  less 
and  the  farmer  who  is  unhaopv  can  seek  his  loan  elsewhere. 

Repeat  business  is  the  lifeblood  of  many  lending  institutions  and 
coercion  of  its  borrowers  would  rapidly  eliminate  it  from  the  market- 
place. 

This  is  espex^ially.  tnie  where  the  lending  institution  is,  in  fact, 
owned  by  its  borrower-members,  which  is  true  of  production  credit 
associations  and  Federal  land  bank  associations. 
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These  mnnbGrs  elect  their  board  of  directors  and  are  not  about  to 
put  up  witli  any  sucli  nonsense. 

The  Old  Republic  Insurance  Cos.  are  strongly  in  favor  of  compe- 
tition in  the  insurance  marketplace,  and  we  believe  that  the  experience 
of  all  farm  supply  and  marketing  organizations  that  also  estend 
credit  and  offer  inKurance  should  be  considered. 

Farm  bureaus,  the  Fanners  Union,  and  the  Grange,  and  other  co- 
operative farm  organizations  which  offer  credit  to  their  members 
and  have  insurance  products  available  to  them,  have  denumstrated 
that  better  insurance  products  for  the  farmer  and  rancher  evolve 
from  this  added  competition, 

Certainly  the  entrance  of  the  farm  bureaus  in  the  1930's  and  1940'a 
into  the  farm  oriented  insurance  marketplace  substantially  im- 
proved the  insurance  products  available  to  fanners  and  ranchers  in 
many  States.  Such  is  also  tnie  of  the  Farmers  Union  and  the  Grange. 

We  commend  those  organizations  for  the  fine  services  in  bettering 
insurance  services  in  the  ogi'icultural  c<Knmunity. 

In  conclusion,  it  is  our  belief  that  all  studies  made  to  date  show 
that  insurance  is  only  a  secondary  service  of  these  financial  organiza- 
tions, and  that  the  primary  service  is  lending  money.  There  is  no 
way  that  the  secondary  service  of  insurance  will  take  precedence  over 
the  primary  reason  for  the  existence  of  these  institutions. 

The  simple  fact  is  that  the  public  is  better  served  through  having 
competition  and  not  by  any  elimination  or  reduction  of  competition 
in  the  insurance  marketplace. 

Thank  you  very  much. 

Mr.  Madigan.  I  also  thank  you  very  much. 

Mr.  Chairman,  this  pentleman  was  a  complete  surprise  to  me.  He 
and  I  were  together  over  in  Lincoln,  III.  a  lot  of  years  ago  and  both 
in  politics. 

I  am  still  in  politics  and  he  is  now  a  very  wealthy  insurance  execu- 
tive. 

Mr.  Jones  of  Tennessee.  It  just  goes  to  show  you  that  smne  people 
do  succeed. 

Mr.  Mahigan.  I  think  we  have  exhausted  the  list  of  witnesses  on 
the  conser\'ation  issue. 

Wayne  has  indicated  the  possibility  of  there  still  being  some  other 
witnesses  in  the  room  on  the  credit  issue. 

Mr.  Wagner,  please  step  up  to  the  witness  table. 

Mr.  Wagnei',  you  may  proceed  as  you  wish. 

STATEMEKT  OF  BOBERT  WAORER,  FABHEB,  CABTHAOE,  ILL 

Mr.  Waoner.  Before.  I  make  my  remarks,  I  would  like  to  say  that 
we  are  finally  down  to  the  grassroots. 

I  shut  oft'  a  tractor  today  to  come  over  here  and  make  this  testimony. 
I  have  heard  several  references  to  being  connected  with  farms.  I  am  a 
farmer. 

My  name  is  Robert  Wagner  and  I  am  a  grain  farmer  living  12  miles 
north  of  Carthage,  III.,  in  Hancock  County. 

I  am  in  no  way  connected  with  the  Farm  Credit  System  except  that 
I  use  the  services  of  both  Federal  land  bank  and  Four  Rivers  Produc- 
tion Credit  located  in  Carthage. 
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I  Brst  began  using  PCA  30  years  ago.  At  that  tim©  the  loan  limit  at 
my  local  bank  was  $15,000,  which  was  not  enough  to  put  in  a  crop 
and  certainly  not  enough  to  replace  any  equipment. 

Instead  of  going  to  a  corresponding  bank,  the  president  would  make 
personal  loans  to  those  he  found  worthy. 

This  was  fine,  except  that  during  the  depression  his  father  had  dona 
the  same  thing  and,  as  a  result,  had  foreclosed  on  several  people  and 
accumulated  considerable  wealth.  I  didnt  feel  I  wanted  to  be  a  part 
of  that. 

Today  the  loan  limit  is  $30,000.  That  is  still  not  adequate. 

Country  banks  hold  a  small  percentage  of  total  bank  deposits  and 
provide  over  half  of  agricultural  credit.  They  are  also  pmched  by 
savings  and  loans  for  local  funds. 

This  is  another  advantage  of  the  PCA's  who  get  their  funds  directly 
from  the  Nation's  money  market. 

I  just  this  week  completed  my  com  harvest.  What  com  I  had  to  put 
on  the  market  because  of  lack  of  storage  space  netted  me  $1.91  a 
bushel.  It  takes  a  number  of  bushels  at  that  price  to  pay  for  a  $70,000 
combine  or  a  $30,000  tractor.  And  those  are  not  the  large  size. 

It  is  practically  impossible  for  a  young  farmer  to  get  started  under 
these  conditions. 

H.R,  4782  could  help  the  price  situation  by  helping  finance  process- 
ing and  marketing  operations  related  to  farming. 

Also,  they  could  finance  export  transactions,  which  would  help  ex- 
porting co-ops  expand  their  international  trade. 

All  these  should  benefit  local  market  prices, 

Finally,  I  like  to  think  of  my  farm  credit  building  as  a  money 
service  station.  Just  as  you  take  your  car  to  a  service  station  for  gas, 
you  also  have  the  tires,  battery,  windshield  wipers  checked  and  other 
minor  repairs. 

I  got  my  money  service  at  my  PCA.  If  I  borrow  a  considerable 
amount  of  money,  I  want  credit  life  insurance.  This  service  is  avail- 
able to  the  same  office. 

If  I  take  out  hail  insurance  on  my  growing  crop,  I  more  than  likely 
will  borrow  the  money  to  pay  for  it.  What  place  is  more  convenient 
than  my  local  PCA? 

It  is  a  one-stop  service  where  I  can  get  what  I  need  and  be  on  my 
way. 

No  one  has  ever  told  me  that  I  must  use  the  services  or  coerced  me 
in  any  way,  but  I  think  it  is  just  more  convenient  for  me.  , 

I  certainly  would  not  like  to  see  these  services  taken  away. 

Thank  you. 

Mr.  MAmoAN.  Thank  you  very  much.  Mr,  Wagner. 

Mr.  Butcher,  please  proceed. 

STATEUENT  OF  LAERT  BUTCHEB,  FABHER,  KAC0HB,  UL. 

Mr.  Butcher.  Thank  you,  Mr.  Chairman,  Mr.  Madigan. 

I  am  Larry  Butcher.  I  am  a  farmer  from  McDononch  County. 

My  address  is  Rural  Route  No.  3,  Macomb,  HI.;  and  I  farm  750  acres 
and  carry  on  a  sizable  hog  operation  of  approximately  3,000  head  pea: 
year. 
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I  am  in  favor  of  amending  the  Ftirm  Credit  Act  of  1971,  as  these 
amendments  now  appear,  without  any  further  changes,  H.R.  4782. 

I  feel  that  the  bank  for  cooperatives  should  be  allowed  to  finajice 
cooperatives  for  the  purpose  of  financing  exports  of  our  farm  products. 
In  my  opinion,  tliese  coopemtives  should  Be  able  to  expand  interna- 
tional trade. 

I  am  definitely  in  favor  of  the  Farm  Credit  System  to  be  exempt  from 
State  laws  which  might  limit  the  amount  of  interest  that  may  be 
charged. 

My  reason  for  feeling  this  way  is  that,  if  States  are  allowed  to  set 
the  usury  laws  on  the  Farm  Credit  System  funds  for  myself  and  crther 
farmers,  we  could  be  very  short  in  times  of  high  interest  cost. 

At  this  time,  I  would  like  to  talk  about  the  fact  that  I  have  heard 
that  there  has  been  considerable  criticism  about  PCA  selling  insurance. 

I  have  definitely  heard  that  PCA  has  been  accused  of  using  coercion 
in  selling  insurance.  In  the  12  years  that  I  had  been  with  PCA,  I  have 
never  been  forced  to  buy  insurance. 

Tliere  have  been  times  when  I  would  have  been  very  vulnerable  to 
coercion  due  to  the  fact  of  the  size  and  quality  of  my  loon;  but  there 
has  never  been  any  pressure  to  buy  any  insurance  from  PCA. 

In  my  particular  association  there  are  three  insurance  programs 
offered ;  crop  hail,  crop  life,  and  f armowners  insurances. 

At  the  present  time  I  am  only  using  the  crop  hail  program,  and  in 
no  way  has  any  PCA  person  tried  unjustly  to  get  me  to  use  anything 
else. 

I  do  feel  this  is  a  direct  benefit  to  the  members  of  the  associatitai 
because  the  profits  of  this  go  to  the  association  and  no  employee  re- 
ceives anything.  This  profit  is  used  to  reduce  the  cost  of  the  interest 
we  pay  through  the  PCA. 

For  these  reasons,  it  is  to  my  benefit,  and  the  benefit  of  all  farmen 
for  PCA  to  have  these  farm  related  services. 

In  addition,  I  would  like  to  present  copies  of  letters  written  by 
farmers  in  our  four  county  area  to  be  introduced  as  further  testimony. 

Thank  you. 

Mr.  Madioan.  Mr.  Butcher,  your  packet  of  letters  will  be  held  in  the 
committee  files.  Thank  you  very  much. 

Mr.  Otten  will  be  our  next  witness. 

8TATEUEHT  OF  STAJILEY  OTTEN,  FAKHEE,  KACOTITIII  COUBTT 

Mr.  Otten.  Chairman  Jones,  Representative  Madigan,  and  other 
members  of  the  subcommittee,  I  am  Stanley  Otten,  a  farmer  from 
Macoupin  County. 

I  have  been  a  member  of  a  PCA  for  over  34  years.  I  have  been  a 
director  of  Illinois  PCA  at  Carlinville.  III.,  for  "21  years. 

I  also  am  presently  serving  as  chairman  of  the  PCA  Advisory 
Committee  on  the  Sixth  Farm  Credit  District  and  I  failed  to  indicate 
when  I  prepared  the  statement  that  I  have  also  been  chairman  on  a 
rural  electric  for  some  25  years. 

I  appreciate  this  opportunity  to  present  some  of  my  views  concern- 
ing H.R.  4762,  the  Farm  Credit  Act  amendments  of  1979. 
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I  am  quite  concerned  about  some  of  the  testimony — nnd  I  might 
add  also,  as  I  say,  that  I  am  a  farmer.  This  is  a  family  farm  that  I 
operate. 

My  wife  and  I  farm  600  acres  of  grain  and  livestock  farm. 

I  suppose  you  would  think  that  at  my  age  I  would  be  slowing  down. 
Just  yesterday  I  closed  another  deal  to  add  an  additional  80  acres  to 
the  farm. 

Someone  mentioned  that  we  should  farm  like  we  were  going  to  live 
foi-evei'.  That  is  what  I  am  trying  to  do. 

I  am  quite  concerned  about  some  of  the  testimony  that  has  been 
presented  against  different  aspects  of  the  past  and  the  proposed  legisla- 
tion for  the  farm  credit  systam. 

This  system  is  farmer  owned  and  controlled,  as  has  been  mterated 
today,  and  uses  no  tax  dollars. 

Tlic  money  lontipd  is  obtained  from  the  sale  of  bonds  on  the  open 
money  market  on  Wall  Street. 

I  do  know  of  n  bettei'  example  of  the  free  enterprise  system  that  has 
made  tihis  countiy  the  envy  of  the  world  today. 

Tlie  farmer  of  today  is  not  the  same  person  we  were  dealing  with  s 
few  years  ago.  In  fact,  he  has  been  rererred  to  as  that  new  breed  of 
cat. 

He  is  a  sophisticated  businessman  and  demands  more  and_  better 
services  tlian  ever  before.  Most  of  your  farms  of  today,  there  is  more 
money  involved  and  tied  up  in  them  than  is  in  the  average  business  on 
the  main  street  in  town. 

I  think  the  farmer  is  one  of  the  most  misunderstood  persons  in  the 
country. 

He  is  not  given  credit  for  what  he  is  doing. 

I  cannot  understand  why  we  should  not  be  allowed  to  provide  serv- 
ices such  as  certain  types  of  insurance,  Agrifax,  or  other  services  that 
farmers  want  to  use  on  a  voluntary  basis. 

It  has  been  charged  that  PCAls  force  borrowers  into  taking  the 
services  to  obtain  loans.  Nothing  can  be  further  from  the  truth  than 
that  statement. 

At  the  present  time  I  am  using  Agrifax.  I  have  been  since  the  start 
of  it  in  our  association.  I  was  not  coerced  into  taking  it. 

I  am  using  credit  life,  and  this  is  the  only  insurance  service  that  I 
am  taking. 

I  have  other  insurance  on  the  farm  with  independent  agents  and  with 
companies  that  have  testified  here  todav  against  this.  And  when  I  eet 
home,  I  am  going  to  take  another  good  look  at  my  insurance.  If  they 
are  opposed  to  these  services,  serving  ourselves  with  insurance  in  a  way 
patronizing  everyone. 

that  I  think  is  Better  or  cheaper,  maybe  I  ought  to  take  a  look  at  it. 
Maybe  I  ou^ht  to  get  more  insurance  from  my  association  rather  than 

I  am  trying  to  get  where  I  think  I  can  get  the  best  service  and  the 
cheapest  service.  And  I  think  every  farmer  should  be  entitled  to  this 
choice. 

I  realize  that  I  am  slipping  away  from  some  of  the  prepared  state- 
ments that  I  have  in  my  Ftatement,  but  I  knew  that  the  time  was  going 
to  be  short. 
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Mr.  Fletcher  asked  me  the  other  day  to  try  and  keep  my  remaite 
to  5  to  7  minutes,  and  I  assured  him  that  I  could  tell  them  all  I  knew 
in  probably  3. 

The  proposal  to  allow  FLB's  to  make  loans  for  more  than  85  percent 
of  the  appraised  value  of  farm  real  estate  when  such  loans  are  ^ar- 
anteed  by  a  Federal  agency  such  as  FmHA  or  by  a  State  government, 
is  essential  to  allow  a  lot  of  young  farmers  to  get  a  start.  What  with 
the  cost  of  farm  machinery  and  all  it  is  very  difficult  for  them  to  get 
a  start. 

The  provision  to  authorize  banks  of  cooperatives  to  finance  agricul- 
tural exi>ort  transactions  benefitting  U.S.  farmers  through  their  co- 
operatives should  be  approved  to  help  the  farmers'  income  and  improve 
our  balaiice-of -trade  position. 

Without  the  farm  commodities  to  help  the  past  few  years  I  would 
hate  to  think  what  our  balance-of-trade  deficit  would  be  at  this  time. 

In  conclusion,  I  want  to  state  that  I  support  the  proposed  farm 
credit  legislation  100  percent. 

If  I  have  made  any  statements  that  are  not  clear  to  you  or  you  do 
not  undpf^fand.  I  would  be  happy  to  try  and  answer  any  questions 
yo"  min-hf  have, 

Mr.  Madiqan.  Mr.  Otten.  thank  you  very  much. 

Mr.  Chairman.  I  think  that  we  still  have  one  more  witness  who  has 
come  forward,  Mr.  Charles  Guthrie  from  Taylorville.  111. 

STATEMENT  OF  CHABLES  QUTHSIE,  TATLOBTULE,  ILL. 

Mr.  OmiBiE.  Mr.  Chairman  and  Mr,  Madigan.  I  have  recently  been 
Appointed  conunittee  chnirman  for  the  Conservation  Committee  of  the 
American  Agriculture  of  Illinois. 

This  is  the  American  agriculture  movement,  striking  farmers.  As 
you  probably  know,  we  were  out  in  Washington  last  year. 

In  this  countrv.  we  are  so  used  to  spending  todav  and  paying  tomor- 
row that  we  are  letting  our  spoils  and  other  natural  resources  be  wasted 
so  f'at  we  can  live  high  todav. 

The  SCS  snvs.  for  pverv  bushel  of  com  we  nrodiiop.  we  low  two 
bufil'pli  of  =oil.  Wio  can  set  a  price  on  n  bushel  of  soil?  I  can't.. 

We  know  we  must  stop  the  fjoit's  low?,  if  we  are  to  maintain  the  RoiPs 
productivitv.  Our  soil  is  America's  wejilth. 

It  is  by  far  our  largest  means  of  rcnownble  resource.  We  harvest  a 
crop,  in  most  cases,  each  sonson.  In  some  instances,  more  than  once  a 
season. 

If  protected  properly,  it  will  continue  to  do  so  forever.  If  allowed 
to  wash  into  our  lake.s  and  .'^trenms.  we  not  onlv  lose  its  productivity,  it 
becomes  a  cost  to  i'pmo\e  and  treat  water  so  that  it  is  usable. 

It  certainly  cost  a  lot  more  to  remove  soil  particles  from  drinking 
wat«r  than  it  would  have  to  hai'e  kept  it  where  God  pnt  it. 

I'm  concerned  that  we  are  takin^too  much  prime  farmland  for  other 
uses.  We  must  have  our  prime  land  for  food  end  fiber  production. 

We  develop  prime  land  into  six-  and  eight-lane  highways.  It  is  lost 
to  food  production. 

If  we  develop  our  farm — prime  farmland  into  houfnng  sites,  manu- 
facturing plants,  and  manv  other  nonf  arm  uses,  we  lose  our  most  valna- 
'le  asset,  that  of  a  renewable  resource. 
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Sure;  developed  land  is  more  valuable  today,  but  let's  look  to  the 
future.  This  country  is  only  about  200  years  old,  yet,  in  this  relatively 
short  time,  we  have  taken  from  food  production  Millions  of  acres. 

This  trend  must  be  stopped,  or  future  generations  could  be  forced 
togrowfood  with  very  limited  space.    . 

Many  countries  are  not  blessed  with  soil  as  productive  as  ours.  It 
certainly  shows  up  in  their  standard  of  living. 

Let's  look  ahead  and  not  waste  prime  farmland.  Let'e  protect  our 
most  valuable  resource,  our  land,  from  unnecessary  urban  spoil,  exces- 
sive erosion,  and  other  uses  that  render  the  land  unusable  for  food  and 
fiber  production. 

We  need  leadership  in  Washington  who  understands  the  problem 
and  is  willing  to  lead,  not  follow. 

I  hope  this  subcommittee  can  be  these  leaders.  We  certainly  don't 
have  leadership  in  Washington  when  they  want  no  sef^aside  next  year. 
This,  when  we  have  just  raised  a  record  crop. 

Our  Secretary  of  Agriculture  wants  us  to  grow  evwi  more  at  tihe 
expense  of  our  soil. 

I  am  in  favor  of  selling  food  to  any  hungry  nation,  but  I  am  not  in 
favor  of  selling  it  to  them  at  a  price  that  is  below  the  coet  of 
production. 

By  this  policy,  we  are  depleting  our  natural  resources  in  this  coun- 
try so  that  some  other  country  will  be  able  to  eat  cheaper,  then  have 
more  money  to  have  arras  and  increase  their  manufacturing  capacity 
to  compete  with  our  capacities 

I  am  in  favor  of  changing  our  welfare  policies  to  one  of  giving  sur- 
plus food  to  needy  nations  instead  of  dollars.  This  means  our  Nation 
isn't  supplying  arms  and  military  aid  to  someone  who  uses  it  against 
us,  such  as  Iran  this  past  week. 

In  not  having  a  set-aside  for  next  year,  we  will  have  many  marginal 
acres  planted  to  i-ow  crops.  The  loss  of  topsoil  on  these  acres  wul  be 
gi-eat,  much  greater  than  justifiable. 

Wo  see  people  get  up  in  arms  over  such  things  as  the  snail  darter 
fish.  How  much  more  up  in  arms  should  our  Nation's  people  be  with 
Washington  when  we  see  conservation  practices  plowed  up  and 
planted  to  crops? 

I  am  in  favor  of  conservation  of  our  wildlife,  but  how  much  more 
important  conservation  of  our  soil  and  natural  resources  really  is.  Our 
land  is  our  life.  We  can  get  by  without  almost  everything  but  food  and 
water. 

Food  is  produced  from  our  land  and  water.  Our  unwise  use  of  land 
and  water  makes  our  water  less  drinkable  in  many  cities. 

In  closing.  I  encourage  you  to  take  the  leadership  in  developing 
farm  policy  that  conserves  our  soil,  cleans  up  our  lakes  and  streams, 
and  rewards  those  people  for  their  stewardship  of  our  soil,  the  Ameri- 
can farmer. 

Thank  you,  Mr.  Chairman  and  Mr.  Madij^n. 

Mr.  Madioan.  Thank  you  very  much,  Mr.  Guthrie. 

I  think  we  have  now  depleted  all  the  witnesses  on  both  subjects. 

If  those  of  you  who  testified  on  conservation  would  like  to  come  up 
and  have  some  chairs  around  these  two  tables,  as  you  are  doing  that,  I 
might  tell  you  that  Mr.  Jones  has  been,  in  my  judgment,  at  least,  the 
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only  Member  of  Congress  who  has  consistently  been  interested  in 
conservation. 

It  has  been  very  instructive  for  me  today  to  hear  so  many  people 
from  Illinois  expressing  an  interest  in  conservation,  because,  frankly, 
I  have  not  had  that  kind  of  exposure. 

Mr.  Jones  has  had  some  very  special  problems  in  Tennessee,  and 
has  been  trying  to  convince  me  and  others  that  those  are  actually  na- 
tionwide problems.  And  certainly  the  testimony  today  would  indicate 
that  be  the  case. 

Mr.  Jones,  because  you  know  more  about  this  than  anybody  else,  why 
don't  you  pet  this  started? 

Mr.  Jones  of  Tennessee.  Thani  you,  Ed. 

I  don't  know  about  anybody  else,  I  am  just  concerned  because  it  has 
been  a  problem  for  me  all  of  my  life,  and  it  has  been  a  problem  for 
my  State  and  the  South  in  general,  where  I  have  spent  most  of  my  life. 

For  the  last  several  years,  since  we  have  been  farming  the  whole 
countryside  and  the  price  of  soybeans  has  been  good  and  the  price  of 
most  row  crops  have  been  good,  i>eople  down  my  way  have  all  wanted 
to  (JO  to  row  crop  farming. 

Consequently  the  hills  where  I  live  and  the  slopes  are  washing  away. 

In  the  21  counties  that  are  west  of  the  Tennessee  River  in  Tennessee, 
of  which  15  I  represent,  there  is  a  loss  of  an  average  of  from  30  to  SO 
tons  of  topsoil  per  acre  per  year.  And  that  will  mn  you  crazy  or  make 
you  want  to  do  something  about  what  the  problem  is. 

You  know,  Ed,  as  we  have  been  having  these  hearings  all  over  the 
country,  I  find  that  the  .soil  problem  is  about  as  serious  in  other  places 
as  it  has  been  here,  except  for  the  fact  that  we  get  more  rainfall,  and 
for  that  reason  we  get  more  erosion  to  cause  more  rainfall. 

Recently.  I  have  rhallenged  the  Tennessee  Valley  Authority,  which 
has  l)een  a  I'ery  influential  agencv  in  my  area — not  in  mv  Congressman 
area,  but  in  inv  State  and  in  the  South — to  do  something  about  soil 
erosion  and  soil  conservation. 

And  they  have  come  up  with  some  proposals  and  some  ideas  that 
have  been  helpful.  For  that  reason,  we  have  been  looking  at  it  a  lot 
more  periouslv  than  ever  before. 

And  the  National  .\ssooiation  of  Soil  Conservation  Districts  have 
eomc  forward  with  a  lot  of  help,  as  well  as  the  State  as^ociiations  that 
we  have  worked  with.  And  I  nm  very  hopeful  that,  by  the  time  we 
write  the  1981  farm  bill,  that  we  can  have  something  in  tiiere  that 
would  be  fundamental  for  the  preservation  of  our  soils  for  the  gen- 
erations to  come  after  us. 

We  really  don't  have  to  worrv  too  much  about  what  we  are  able  to 
profluce  in  our  lifetime,  but  somebody  is  going  to  be  following  us,  no 
doubt,  and  I  think  we  need  to  be  protecting  their  interest. 

For  that  reason,  I  have  voted  and  dedicated  myself  to  trying  to  do 
Bomethiug  with  the  conservation  problems  that  we  have. 

T  find  I  have  them  on  my  own  farm,  ju.st  the  same  as  other  people  do. 
It  is  just  like  sin.  It  will  get  into  anybody's  program  if  you  are  not 
careful. 

And  to  that  reason  I  have  been  very  much  interested  in  what  you 
gentlemen  have  said  todav.  what  we  have  had  nil  over  the  hearing  areas 
that  wo  have  been  to  and  we  linve  been  hearing  in  Washington  as  well. 
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Before  we  start  talking— and  we  won't  take  much  time  because  I 
have  got  to  go  prettj'  soon — I  want  to  say  to  you  who  are  left  here, 
and  to  you,  Ed  Madigan,  that  this  has  been  the  best  hearing  that  we 
have  had.  The  statt-ments  have  all  been  great. 

I  don't  agree  with  everything  that  has  been  said.  I  want  you  all  to 
know  that.  But  I  think  they  have  been  good,  and  the  witnesses  have 
really  moved  out  with  some  speed. 

For  that  reason,  I  think  we  must  have  had,  what,  30  witnesses  today, 
something  like  that. 

But  it  has  been  real  good,  and  challenging  to  do  a  thing  of  this  sort. 

I  would  like  to  talk  about  farm  credit  a  little  bit,  but  we  are  not 
going  to  have  time.  But  I  would  like  to  just  discuss  some  conservatitm 
with  you  gentlemen. 

\ow,  Mr.  Guthrie,  did  he  leave!  He  is  here.  He  was  talking  about 
that  too. 

Why  don't  you  come  back  up  here  too,  because  you  were  alluding 
to  the  same  thing  that  we  are  talking  about  as  far  as  the  set-aside  is 
concerned,  and  I  find  a  lot  of  people  are  concerned  about  the  set-aside. 

I  didn't  have  anything  to  do  with  making  up  the  Secretary's  mind 
on  that.  I  might  have  supported  something  other  than  what  his  deci- 
sion was,  but  it  is  his  decision  and  we  will  try  to  live  with  it  as  best 
we  can. 

I  would  just  like  to  know  what  you  fellows  are  thinking.  My  belief 
is  that,  with  the  tremendous  amounts  of  land  that  is  owned  by  absentee 
fanners — owners  today  and  farmed  by  other  people,  primarily  renters, 
that  we  are  going  to  have  to  come  forward  with  some  sort  of  a  chal- 
lenge that  will  induce  that  man  who  owns  land  in  Tennessee  but  lives 
in  Florida  and  is  looking  for  a  check  and  cares  little  really  about 
Iiow  good  that  soil  remains  for  the  next  generation,  we  have  to  come 
up  with  some  idea  that  will  induce  her,  the  widow,  to  cooperate. 

And  I  mean  by  giving  long-term  leases  to  people  who  farm  the  land 
or  to  give  her  some  sort  of  incentive  to  want  to  improve  and  preserve 
that  soil  a  little  bit  better  than  she  is  doing. 

When  I  refer  to  a  lady  in  this  regard,  I  am  just  reminded  of  the 
fjict  that  they  are  the  ones  who  finally  inherit  most  of  the  land,  be- 
cause they  outlive  all  of  us  men.  It  is  an  absolute  fact  that  women  do 
own  an  awful  lot  of  land  in  this  country. 

I  think  we  have  got  to  come  up  with  something  that  is  going  to 
induce  the  absentee  owner  to  want  to  conserve  the  soil.  And  at  the 
s-Tme  time  something  has  got  to  be  done  to  induce  him  to  want  to 
conserve  more  than  just  producing  from  the  land. 

I  don't  know  what  it  ought  to  be.  I  have  thrown  out  a  lot  of  ideas 
about  some  things  that  might  take  place,  something  that  is  similar  to 
the  highway  trust  fund  that  built  our  Interstate  System,  or  an  induce- 
ment for  supports  on  commodities  that  are  grown  for  the  ones  who 
coonerato,  to  get  a  little  premium. 

Or  for  something  in  that  regard  that  would  cause  people  to  want 
to  do  something  about  (he  most  important  natural  resources  that  this 
country  has.  the  land. 

T  would  like  to  hear  from  any  of  you. 

Mr.  Fricke.  Mr,  Chairman,  just  to  comment  that  I  spent  a  period 
last  night  over  in  Springfield  with  a  fellow  from  Tennesseee,  Senator 
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Baker,  so  maybe  we  are  being  invaded  just  a  little  bit  this  weekend 
by  tlie  good  folks  from  Tennessee,  but  it  is  a  pleasure  to  see  both 
of  vou. 

In  regard  to  how  we  might  best  approach  this  whole  area,  just  a 
couple  of  thoughts. 

I  think  we  ought  to  look  at  the  present  situation  in  Illinois.  If  we 
look  back  over  the  years,  there  has  been  a  bad  lack  of  awareness  of  a 
problem  existing.  I  think  we  see  several  things  developing  at  the 
present  time. 

We  have  a  water  quality  situation.  We  have  the  208  water  quality 
that  is  bringing  attention  to  the  fact. 

We  have  a  sedimentation  and  erosion  control  program  now  in  the 
State  of  Illinois. 

We're  also  working  with  an  energy  consen-ation  program. 

It  is  surprising  how  all  of  those  things  dovetail  so  well  together  to 
focus  attention  in  the  farm  community  as  to  the  need  for  conservation. 

I  think  it  is  an  educational  program  that  is  greatly  needed,  and  it 
applies  to  that  absentee  owner  as  well  as  the  owner-operators,  I  think 
we  have  to  reach  all  of  them  and  increase  the  awareness. 

I  think  there  is  a  lot  that  can  be  done  at  the  farm  level  by  the 
present  owners  without  a  great  deal  of  subsidy  from  either  State, 
Federal,  or  local. 

I  think  if  we  can  create  that  awareness,  an  awful  lot  does  happen. 
We  can  make  a  lot  of  progress  simply  by  conservation  tilla^  methods 
that  aren't  going  to  add  a  great  deal  of  cost  to  the  individual  land- 
owner but  can  have  major  implications  on  keeping  thee  soil  inplace. 

So,  I  think  there  are  things  working  as  we  see  them  here  in  Illinois 
very  favorable  to  making  progress  on  soil  consen-ation.  If  we  could 
capitalize  on  the  awareness  that  is  developing  and  expanding  on  that, 
then  I  think,  with  strong  State.  Federal.  local  support,  we  can  forg« 
ahead  in  this  whole  area. 

I  certainly  share  your  concern  for  keeping  the  soil  in  place. 

Thank  you. 

Mr.  JoifEB  of  Tennessee.  Thank  you,  Mr.  Fricke.  That  was  a  very 
fine  statement. 

Mr.  Madioan,  May  I  ask  a  question  ? 

Mr,  .ToxES  of  Tennessee.  Yes,  sir. 

Mr.  Madigax.  Because  they  all  are  operating  farmers,  in  addition 
to  whatever  else  they  are. 

There  has  been  some  talk  about  the  Federal  Government  establishing 
minimum  conser^'ation  standards  in  requiring  that  a  farmer,  in  order 
to  be  a  participant  in  a  set-aside  Droaram,  a  crop  insurance  program, 
abide  by  those  minimum  conservation  practices. 

I  wonder  what  you  gentlemen  think  about  that! 

Mr.  Ed  Bowman.  Congressman,  I  think  we  are  endangerinfr  the 
concept  of  American  freedom  when  we  talk  about  mandatory  anythinc . 

Mr.  Madioan.  This  would  just  be  in  the  event  that  yon  wanted  to  be 
a  participant. 

Mr.  Ed  Bowman.  I  realize  that,  but  certainly  that  could  mean,  to 
the  point  and  time  of  such  an  inceitire,  that  it  would  be  almost  im- 
possible to  stay  in  business  if  yon  did  not  so-called  go  along. 
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I  think  it  would  be  a  mistake  and  a  step  backward  when  we  have 
won  our  wars  to  come  home  and  lose  tiie  battle  at  home,  which,  in  my 
judgment,  that  would  be  doing. 

I  realize  we  have  an  obligation  to  society  as  a  farmer,  but  we  also 
have  a  system  of  Government  that  we  are  very  proud  of.  And  that 
would  surely  be  going  backwards,  to  tell  our  people  that  have  a  big 
investment  now  they  must  use  it  and  to  qualify  for  certain  financial 
advantage. 

Mr.  Madioan.  But  within  those  freedoms,  which  we  all  cherish  very 
much — we  say  in  many  communities,  many  counties : 

If  you  are  going  to  build  a  building  here,  even  ttiougb  It  la  roar  building  and 
even  though  you  are  going  to  pay  for  It  and  even  tbougb  there  is  no  funds  of 
any  kind  from  any  unit  of  Govemraent  involved  bere,  you're  going  to  build  and 
maintain  it  to  our  specifications. 

Mr.  Ed  Bowman.  We  are  talking  about  a  different  thing  though. 
This  is  perhaps  a  unit  of  safety  jou  are  talking  about,  a  building  bemg 
3)  number  of  feet  from  the  highway,  from  a  street,  so  that  this  vision 
is  there. 

We  are  talking  about  a  basic  resource,  our  soil. 

We  have  a  capitalistic  society  which  we  are  proud  of,  and  to  dictate 
to  people  how  they  best  use  that  is  not  necessarily  in  safety  but  a 
form,  in  a  minor  degree,  of  dictatorship  of  principle. 

Mr.  Madiqan.  I  understand  that  you  would  feel  that  way,  but,  as  I 
said,  it  is  somethingthat  has  been  talked  about. 

And  I  know  Mr.  Fricke  wants  to  talk  about  it  too. 

Mr.  Fbicke.  Mr.  Madigan,  I  think  if  we  look  at  the  history  of  cost 
compliance  with  the  number  of  other  programs,  and  look  at  this 
one  as  well,  we  impede  both  programs  when  we  try  to  get  cross  com- 
pliance provisions  locked  into  those  things. 

There  are  so  many  ramifications  and  so  many  reasons  why  cross 
compliance  provisions  lock  people  out  who  rightfully  should  be  in- 
volved in  the  program,  that  I  think  we  ought  to  look  carefully  before 
we  get  caught  in  that  trap. 

Mr.  Jones  of  Tennessee.  Of  course  I  tiank  what  Mr.  Madigan  is 
alluding  to  and  what  you  are  saying,  there  is  some  big  differences  in 
the  two. 

I  think  that  you  are  thinking  more  in  terms  of  land  planning.  I  agree 
with  you  that  when  you  go  to  talking  about  land  planning  that  we  have 
to  be  very  careful.  And  we  have,  in  the  Congress. 

He  and  I  and  many  others  have  fought  some  of  those  bills  that  we 
thought  would  lead  eventually  to  something  of  that  sort. 

But  now  we  are  talking  about  the  greatest  natural  resource  that  we 
have  here,  and  it  is  slipping  away  from  us.  It  is  slipping  rather 
rapidly. 

I  don't  think  we  are  fixing  to  run  out  of  something  to  eat  or  anything 
of  that  sort,  but  I  think  that  we  are  going  to  see  that  somebody  in  the 
future  generation  will  see  the  time  when  we  are  going  to  fall  as  far  as 
our  production  abilities  unless  we  do  something  to  conserve  the  soil. 

Now,  whatever  that  is,  it  may  be  up  to  somebody  else  to  do.  Bnt  we 
have  been  under  some  of  those  surveillances  before. 

We  have  had  mandatory  controls  in  agriculture.  At  times,  without 
a  doubt,  they  worked  and  they  paid  off. 


ly  Google 


856 

But  now  we  liave  got  the  ability  to  sell  everything  that  we  can  pro- 
duce today  to  some  other  nation  tor  a  profit— and,  by  the  way,  we  are 
going  to  do  it.  Farmers  are  going  to  produce  everything  they  pebbly 
can.  But  somewhere  along  the  line  it  seems  to  me  that  we  are  going  to 
have  to  take  notice  of  the  fact  that,  in  order  to  continue  to  keep  on 
producing,  we  are  going  to  have  to  sort  of  conserve  the  soil  too. 

We  have  two  big  problems.  We  have  a  loss  of  soil  problem,  but  we 
also  have  a  channelization  problem. 

We  have  a  wat«r  problem.  You  have  alluded  to  that  several  times, 
Mr.  FrJcke.  It  is  not  only  here  today,  it  is  all  over  the  country  where 
rainfall  is  heavy  as  it  is  here. 

Ajid  if  you  solve  the  soil  loss  problem,  you  help  to  solve  yoar 
water  pollution  problem  very  much  so. 

Mr.  Eu  Bowman.  I  would  suggest,  sir,  that  this  could  be  done  an 
a  voluntary  basis  if  there  is  a  proper  incentive.  I  think  we  are  all 
agreed  that  there  is  a  problem  and  we  all  share  your  concern. 

But  my  concern  is  for  the  sacrifice  of  the  mandatory  provision 
that  Congressman  Madigan  was  speaking  of. 

Mr.  Jones  of  Tennessee.  Well,  I  think  what  you  are  saying,  Ed, 
is  the  minimal  conservation  standards  that  some  people  have  talked 
about — and  I  am  not  even  sure  who  has  talked  about  it.  I  don't  even 
remember  whether  it  was  some  of  the  Soil  Conservation  agencies  or 
some  of  the  members  of  the  committee. 

But  it  was  nothing  that  was  going  to  make  the  country  a  police 
state  or  anything  of  that  sort.  I  think  we  all  would  be  opposed  to 
that. 
Yee,  Mr.  Guthrie « 

Mr.  OtmiBiE.  I  would  like  to  say  that,  with  freedom  comes 
responsibility.  And  I  feel  that,  as  a  Christian,  and  as  a  farmer,  it 
is  my  responsibility  to  farm  my  land  in  such  a  way  that  it  doesn^t 
erode  and  cause  a  problem  in  the  lakes  and  streams  and  the  problem 
on  my  neighbor's  farm  when  my  water  washes  across  his. 

I  don't  quite  agi-ee  with  a  lot  of  people — and  I  say  where  there 
are  three  farmers  there  are  four  different  ideas  on  how  to  solve  a 
problem,  which  ia  probably  tnie — but  I  still  feel  like  we  do  have, 
even  though  we  do  have-  freedom  and  we  want  freedom  to  do  with 
our  land  what  we  see  fit  to  do  with  it,  we  still  have  a  responsibility 
to  keep  the  land  in  its  productive  state,  at  least  as  productive  as 
we  received  it. 

In  my  own  mind.  I  tried  to  pass  my  land  down  or  hoped  to,  with 
It  more  productive  than  it  was  when  I  received  it. 
Mr.  Jones  of  Tennessee.  OK.  I  have  an  answer  for  you. 
I  like  what  you  say.  It  suits  me  fine.  I  feel  the  same  way. 
But  there  are  jillionK  of  jwople  out  there  who  own  lancl  who  dont 
give  a  dam  about  it.  and  yon  know  that  as  well  as  I  do.  That  is  who 
I  am  talking  about. 

Mr.  GiTTHRiE.  T  realize  this  ia  tnic.  In  my  own  mind.  I  feel  that 
If  we  nrent  resnonsible  enonfrh  to  do  the  inb  voluntarilv.  then  we 
are  going  to  have  to  accept  something  mandatory  or  aomethinir  like 
the  green  lioket  program  that  Wilbur  is  proposing  here,  ot  the 
National   Association  of  Water  Districts  is  proposing,  as  incentive 
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maybe,  or  some  other  means  like  the  cross  compliance  as  a  means 
to  get  these  people  who  will  not  cooperate  voluntarily  into  some  sort 
of  conservation, 

Mr.  JON-Es  of  Tennessee.  I  dont  know  what  sort  of  a  problem  you 
liave.  You  may  not  liave  this  problem,  but  there  are  places  in  the 
United  States  that  seriously  ha,ve  this  problem  of  absentee  ownership 
of  land. 

I  doubt  that  you  have  that  here  like  we  do  further  south. 

But  that  is  a  serious  problem.  And  those  people  who  own  that 
land,  really,  they  live  in  Florida  and  California  and  other  placas 
in  the  conntr>-,  and  they  i-eally  are  not  concerned  about  what  takes 
place  as  long  as  they  get  tliat  check. 

Mr.  Guthrie.  Not  in  all  cases.  I  farm  some  ground  for  some 
people  who  live  in  Ohio.  I  am  the  third  generation  on  that  farm, 
farming  for  the  third  generation.  The  farm  has  been  passed  on  for 
three  generations.  And  I  am  the  third  generation  that  is  fanning 
this  same  farm. 

We  have  been  doing  some  conservation  practices  yearly  until  this 
year,  and  my  landlo^  wrote  me  at  the  first  of  the  year  and  said 
that  this  year  we  won't  carry  out  any  conservati<m  practices  because 
funds  have  not  been  coming  in,  in  adef|uate  supply  to  justify  the 
increased  cost  for  the  conservation  practices. 

We  have  been  pntMnff  out  some  terraces,  parallel  terraces,  and 
waterways  and  this  sort  of  thing. 

Mr.  Jones  of  Tennessee.  You  mean  you  are  the  third  generation  in" 
your  family  that  is  farming  this  soil? 

Mr.  Guthrie,  Right. 

Mr.  Jones  of  Tennessee.  That  is  what  I  am  talking  about  exactly. 
If  we  had  some  long-term  agreements  or  leases  from  people  like  that,- 
you  could  get  a  lot  more  done  than  by  having  an  annual  rental  agree- 
ment, that  next  year  you  don't  know  who  is  going  to  be  farming  that 
soil. 

You  are  right.  That  does  work.  It  is  a  whole  lot  better. 

But,  evidently,  the  returns  were  not  as  good  or  inflation  was  too 
Jiigh  this  year,  so  nothing  is  going  to  be  done. 

But  I  don't  have  the  answer,  I  don't  know  who  does.  If  somebody 
has  it,  I  wish  they  would  come  forward  with  it. 

You  all  remember  the  Great  Plains  program?  It  is  in  10  of  our 
Western  States— not  fully  but  parts  of  10  States. 

It  is  a  good  program,  a  successful  program.  If  we  had  a  program 
like  that  initially  for  the  areas  that  are  affected,  it  might  be  something 
to  think  about. 

Mr.  McCtjOT.  We  need  to  work  together,  like  was  mentioned  a  while 
ago.  This  person  is  gone,  but  Mr,  Madigan  mentioned  his  pond  might 
silt  shut  like  his  father's  had.  That  brings  up  the  point  that  it  is 
overall  conservation.  If  he  had  conservation  above  his  f  ann,  it  wouldn't 
silt  in. 

When  you  know  the  problem,  you  have  half  the  battle  won.  I  am 
grateful  for  that. 

We  have  all  realized  the  problem,  so  we  will  come  up  with  something. 

Jlr.  .Tones  of  Temiessee.  I  think  you  are  exactly  right.  That  is  the 
way  I  see  it. 
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But  I  think  it  is  a  problem.  Everybody  that  is  interestied  in  the  land 
and  the  ^nerations  to  follow  us  simply  has  to  work  together  on  it. 

But  it  IS  a  serious  problem,  and  there  is  not  enough  money  in  the 
U.S.  Treasury  to  put  a  program  into  effect  that  would  make  it  suc- 
cessful. It  has  (Tot  to  be  done  some  other  way.  Don't  von  p^ree? 

I  dont  know  how  you  can  ever  fund  a  program  like  that,  that  would 
make  it  work.  We  have  tried  that. 

Mr.  WruDR  Bowman.  We  really  haven't  done  a  job  with  the  present 
profn^ras,  even  under  the  continued  pressure  of  reducing  funds,  re- 
ducmg  manpower  ceilings,  and  all  that. 

I  am  talking  about  ACP,  about  the  oi>erations  of  the  Soil  Conserva- 
tion Service  budget.  They  have  been  reduced  in  the  number  of  people 
that  they  could  provide  to  us. 

If  there  -was  just  a  significant  increase — I  was  asking  for  a  doubling 
in  Illinois,  and  that  is  totally  unrealistic  when  you  g^  right  down  to 
brass  tax.  But  if  there  was  a  realistic  increase  of  10  to  20  percent  in  the 
manpower  ceilings — the  people  aren't  available  to  fill  those  positions. 
If  there  was  an  increase  20  or  30  percent  in  the  ACP  funds,  where 
years  ago  we  had  $300  or  $400  million,  now  for 

Mr.  JONEB  of  Tennessee.  $500  million  at  one  time. 

Mr.  Wilbur  Bowman.  OK.  We  have  had  $190  million  now  for  years 
on  end,  and  that  is  depleted  each  year  by  inflation  factors. 

We  would  get  a  lot  of  work  done. 

Mr.  JoNEfi  of  Tennessee.  You  are  absolutely  right,  and  the  ACP  has 
done  a  ereat  job. 

Mr.  Wilbur  Bowman.  Yes;  it  has. 

Mr.  Jones  of  Tennessee.  I  must  mention  this.  This  subcommittee 
recommended  250  instead  of  190  for  ACP.  We  i>assed  it  through  the 
full  committee  and  were,  .successful  as  far  as  the  Agricultural  Com- 
mittee -was  concerned. 

But  we  were  cut  down  when  we  got  to  the  Budget  Committee,  back 
down  to  $190  million. 

I  think  we  got  the  $190  million  with  nwre  ease  than  we  have  in  any 
previous  year  recently.  If  was  just  a  little  bit  easier  to  get. 

I  guess  part  of  that  being  the  real  fact  that  we  have  just  been  farm- 
ing land  a  little  harder  and  people  realize  we  need  a  little  bit  more 
help,  and  we  have  been  getting  it. 

Of  course  if  we  get  some  money  for  tlie  Clean  Water  Act,  then  we 
have  more  money  for  conservation.  The  House  has  not  funded  that 
proiect. 

Mr.  Wilbur  Bowman.  It  is  my  understanding  that  it  has  now  been 
funded.  $50  million, 

Mr.  Jones  of  Tennessee.  It  may  be  in  the  last  few  days.  Do  yon  know, 
Wayne  t 

Mr.  Fletcher.  I  think  the  figiire  was  $50  million. 

Mr.  Wilbur  Bowman.  It  is  being  handled  through  ASCS  on  a  prior- 
ity basis. 

Mr.  Jones  of  Tennps.see.  I  didn't  know  whether  the  probation  had 
come  to  an  end  or  not. 

Well,  thank  you  gentlemen.  It  has  been  a  great  day. 

I  hare  enjoyed  it.  I^et's  just  keep  on  thinking  about  what  we  need 
to  do  for  conservation, 

[Additional  material  submitted  follows :] 
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Febbon.  Utah,  October  16, 1979. 
R^Iireseiitntive  En  Jones, 

Clialriiiiiii.  SHhroiimiitlee  on  Couaervation  ani  Credit, 
W Hill  ill gloii.  D.C. 

Dear  Mr.  Jokeb:  Please  enter  my  remarks  into  ttae  hearings  you  are  holding 
for  iiKi-lciiltiire. 

My  sou  and  I  niierate  a  small  cattle  ranch  in  Utah  and  It  apitears  that  we  are 
iiliiiiit  lo  hang  llie  olosed  sign  on  tlie  liarn  door.  One  or  two  good  yeura  as  far 
as  ciillle  lirices  lire  concerned  lu  every  ten  years  Is  not  good  enough. 

Itehveen  llie  goveniiiient  oiieiiing  (he  gnle  to  imimrts  and  Big  Business  manlpu- 
lalliig  Ihe  lu'ice  of  fat  catlle  our  bank  balnaces  are  always  In  the  reil.  Now  we 
luiish  siilTer  eiceasive  Cnel  and  interest  coats  with  declining  cattle  prices. 

It  Ihe  cnnsnniei's  ot  fon<t  think  theli'  groceries  are  esiienslve  now.  nil  tliey  will 
liare  In  do  is  \viilt  for  n  few  short  years  and  food  prices  will  cliiuli  like  fuel 
prices.  'I'lie  few  snnill  fiiiiners  left  are  1>eing  forced  out  of  linslness  and  ttkut  Is 
not  a  henllliy  situation  for  agriculture  and  the  American  public. 

1  am  suggesliiig  that  the  i-eiK>rt  of  Ihe  Sonthwest  Sumll  B'armera  Conference 
held  in  AI])[ii|uenine,  New  lUesico,  November  19TS  and  co-sponsored  by  U80A- 
Couinintdly  Services  Administration  and  Four  Corners  Reglount  Commission  be 
placed  Into  Ibe  hearing  record. 

CongreBsinan  .lones,  has  the  Soullmest  Smalt  Farmers  Conference  Regional 
Report  been  eiilei-ed  inio  the  hearing?  If  not,  will  it  he?  Please  let  nie  know. 

I  want  lo  teslify  Ihat  Ihe  ASCS  County  Committee  system  works  and  If  other 
government  ai^encles  woidd  iiallera  a  committee  system  after  ASCS  we  would 
have  less  fraud  and  nwve  quality  Imput  to  Washington. 
Shicevely, 

Mebvin  Duncan. 


U.S.  Depabtueid'  op  Aobici'lturk, 

AaitlClll.TUKAI.   STABtLTBATION  AND  CONSERVATION   SEBVICE, 

Springfield,  III.,  November  8, 1979. 
Hon.  En  JoNKS, 

Cliairmnu,  Subrniiifiilltee  on  Cftti»en-aHi)n  (oirf  Faitit  Credit. 
House  of  ileprcgrnlativei,  WanKington,  D.C. 

Dkau  Sni :  I'm  soii-y  (bat  I  am  unable  to  l>e  present  at  your  conservation  hear- 
ing ill  Cliamiiaign  this  Saturday.  Five  weeks  ago  I  had  the  mlstortnne  of  falling 
ont  of  Ihe  barn  and  have  l«en  on  crutches  and  confined  to  my  borne,  Itecause  of 
n  knee  Injury,  since  tills  accident. 

1  strongly  liclieve  that  lliei-e  should  be  more  ACP  money  appropriated  In  order 
to  carry  out  (he  conservation  practices  so  badly  needed  In  rural  America,  to 
protect  and  laeserve  oiu-  naliirnl  resources.  Each  year  the  requests  from  farm- 
ers In  our  State  for  ACP  cost  share  funds  far  exceeds  our  Slate  ACP  allocniion. 

1  was  Ihuii  and  raised  on  the  farm  and  have  lieen  actively  engaged  in  farming 
all  my  JIfe.  I  Itelleve  that  In  my  area,  as  In  many  areas  of  our  Stale,  one  of  the 
best  ways  to  soh-e  a  large  part  of  the  wind  and  soil  erosion  problems  would  be 
to  place  more  emphasis  on  cost  share  inceutive  payments  for  minimum  conserva- 
tion tillage  and  no-till  conservation  type  practices.  I  feel  this  would  lie  the 
quickest  and  a  very  effective  way  to  stop  much  of  our  soil  and  wind  erosion 
From  my  observation  in  onr  State,  the  small  percentage  of  farmers  now  using 
effective  minimum  tillage  or  no-till  consen'ation  practices  have  proven  that  this 
type  of  tillage  can  practicolly  eliminate  many  of  the  major  soil  and  wind  erosion 
problems.  Therefore,  more  cost  share  funding  shoud  be  made  available  for  these 
practices  in  order  to  make  the  incentive  more  attractive  and  thereby  offsetting 
the  few  disadvantages  of  this  type  of  tillage. 

In  my  opinion,  the  only  logical  agency  to  administer  this  type  of  program 
would  he  the  tried  and  proven,  grass  roots  ASC  committee  system.  The  main 
reason  being  that  they  are  the  closest  to  and  understand  the  problems  and  for 
the  most  part,  they  have  erosion  problems  on  their  own  farms. 

Too  may  he  interested  to  know  that  just  recently  here  in  Illinois  we  held  our 
State  AC  Projrram  Development  meeiing  and  I'm  happy  to  report  that  the  heads 
of  all  State  and  Federal  aseneles,  the  Soil  and  Water  Conservation  Districts. 
the  farm  orpanizations.  and  the  I..and  Improvement  Contractors  were  invited 
and  most  all  were  represented.  It  is  very  grati&iog  to  the  State  Committee.  State 
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Executive  Director,  and  onr  AOP  Specialist  to  aee  the  Interest  snd  cooimratlon 
Bhowa  hy  these  agencies  and  organlEatloiis  so  far  aa  soil  and  water  conserrfttloB 
la  ccmcerned.  There  was  a  sincere  feeling  of  cooperation  among  the  agencies  In- 
TOlved,  working  to  obtain  a  common  Roa' :  sol'  and  wate--  onset vatlnn. 

We  appreciate  all  the  work  and  the  many  hours  yon  hare  apent  in  bebaJt  of 
the  A8C  Committee  srstem  and  we  offer  our  sincere  thanka. 
Very  slncerelj', 

Hebkan  Y.  Sohaefeb, 
Chairman,  IlHnoit  State  ASO  Committee. 


B,  Je  W.  Ccmw,  Iifa, 
Wkeeter,  Sfich..  October  17. 197$. 
Re  H.R.  4TS2,  the  propoaed  amendment  to  the  Farm  Oredit  Act  of  1071. 
Hon.  Ed  Jonss, 

Ohatrman,  Houte  Subeotnmillec  on  Oontervatton  and  OrvMi, 
Hoitte  of  Representativet.  Wathinfftott,  D.O. 

HonoRABLE  JoKEB :  It  win  be  impoesible  for  me  to  be  in  attendance  to  preaent 
testimony  peraonally  on  H.R.  4782,  the  pn^KWed  amendment  to  the  Farm  Credit 
Act  of  1&71.  The  following  wrltteu  tesUmony  I  would  appreciate  being  entered 
In  the  record  of  the  hearings. 

Hf  name  Is  Ronald  W.  Stebbins,  Keneral  manaxer  of  the  Breckinridge- 
Wheeler  Cooperative,  Inc.  of  Breckinridge  and  Wheeler,  Michigan,  nils  coopera- 
tive is  Michigan's  largest  Independent  cooperative  representing  2,S00  farmers  lo- 
cated through  the  central  part  of  the  lower  peninsula  of  Michigan.  This  area  is 
primarily  a  cash  crop  area  with  the  crops  being :  dry  edible  beans,  wheat,  soy- 
beans, and  com.  Our  annual  sales  volume  Is  approximately  $30  million. 

The  U.S.  farmers  have  large  Inveetmenta  in  their  coo&^nUvea.  The  1978  bal- 
ance sheets  of  the  farming  sector  shows  farmers  equity  in  these  farmer«wned 
businesses  were  $13.QS  billion  at  the  beginning  of  1978,  up  more  than  9  percoit 
from  the  previous  year.  The  average  cooperative  Investment  per  farm  is  $B,20B. 

In  1980  U.S.  agriculture  exports  are  expected  to  make  a  dramatic  leap  upward 
with  total  valuation  a  record  $3S  to  (40  hiltion  and  export  volume  aproaching  146 
million  metric  tons.  This  compares  with  a  value  of  ^  billion  In  1BT9  with  a 
volume  of  128  million  metric  tons,  according  to  the  August  "outlook"  from  the 
D.9.  Department  of  Agriculture.  When  contrasted  with  agrlcnltrral  Imports  fore- 
seen at  $16  to  $19  billion,  the  agricultural  trade  surplus  could  Increase  about 
2D  perctfit  to  $20  billion,  again  a  record.  The  United  States  will  export  one-third 
of  Its  total  crop  next  year. 

During  the  past  20  years  U.S.  Agricultural  exnorta  have  Increniied  600  percent. 
Almost  hslf  of  thp  Increase  has  been  since  iRflO  lo  1070.  Desptte  this  dramatic 
growth,  farmer  cooperatives  have  grown  only  graduatly  In  the  percentage  of 
products  they  are  exporting.  In  1076  seventy-three  cooperatives  directly  exported 
agrlciiltuml  commodities  vahied  at  more  than  $2  hllllon.  7%i<<  amounted  tn  9.3 
percent  of  the  total  agrlcultnrni  exports.  In  grain  eiportm  regional  cotqwratlves 
directly  exported  9.3  percent  of  the  total  U.S.  grain  reported  daring  tbe  three 
years  ending  Bscal  1977.  The  jiercentage  of  grain  controlled  through  coopenHve 
export  elevators  has  gronn  grndunlly  In  the  past  four  years  from  ST  to  BO  percent. 
The  pmfltahilitj  drive  from  exports  has  given  American  farmers  a  strong  Incen- 
tive to  become  more  actively  involved  In  selling  and  shipping  to  foreign  buyers. 
For  many  farmers  the  efficient  and  profitable  way  to  market  farm  prodacts  orer- 
seas  Is  thrnugh  their  agricultural  cooperatives.  The  proportion  of  export  sales 
of  farm  products  being  handled  by  cooperatives  has  gradually  grown  In  response 
to  this  request. 

Today  approximately  W)  percent  of  the  U.S.  fnrm  exports  are  controlled  by 
half  a  doEcn  large  Internstlonal  tmdlng  compnntes.  Poopeiratlves  are  being  asked 
by  their  members  to  compete  for  a  shire  of  this  International  market.  Farmer 
owned  conperntives  are  Increasing  their  nhsre  of  tbe  loading  facilities  at  U.sC 
ports.  Tn  the  past  few  years,  cooperatives  hnve  doubled  their  export  Inndnnt 
capacity  to  nearly  20  percenl  of  bU  U.S.  capscity.  In  the  7th  district  of  the  farm 
credit  sy.stem.  cooreratives  own  23  percent  of  the  "ort  terminal  csraclty  on  the 
(ireat  I.nkes.  Tn  addllton  to  expanillng  these  Great  I.Akes  facilities  other  coopera- 
tlves  ventures  to  Increase  ptirt  capacity  lind  l)een  the  acqulBltlon  of  export  eleva- 
tors  in  such  Important  areas  ns:  Galveston  and  PhllndelphlB.  Rxpansion  of  port 
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facilities  Is  consistent  with  the  economic  importaace  of  the  local  cooperatire 
elevators  at  the  farmer  level  all  across  the  country.  American  farmers  sell  more 
tUan  44  percent  of  their  (train  In  local  cooperative  elcTators.  More  than  23  per- 
cent of  the  regional  marketing  of  grain  is  handled  hy  cooperatives'  elevator  termi- 
nals. Local  ciioperatlves  are  the  mainstay  in  tile  U.S.  agricnltnral  economy  and 
are  the  simplest,  most  direct  means  to  get  the  profits  made  from  export  aalea 
directly  back  to  the  farms.  For  the  most  part,  American  cooperatives  export  only 
the  products  their  o  ivner  memliers  have  produced  ;  therefore,  products  are  handled 
minimum  number  of  times  and  retain  high  quality  through  the  storage  and  ship- 
ment stages.  Now  surprisingly,  a  number  of  foreign  governments  and  large 
foreign  cooperatives  stress  a  preference  for  the  quality  of  products  and  Integrity 
of  the  busineas  arrangements  offered  by  farmer  owned  0.8.  cooperatives. 

The  financial  institutions  on  vrhlch  cooperatives  now  rely  for  assistance  In 
making  trade  transactions  often  do  not  understand  cooperatives  complicated 
ownerships  structure,  patronage  distribution  and  long  term  marketing  contracts. 
The  bank  for  cooperatives,  however,  have  expertise  and  understanding  <if  the 
complicated  financial  flows  and  financial  statements  of  tiiepe  organizations.  They 
understand  the  seasonal  flows  of  commodity  marketing  and  have  a  flrat  band 
knowledge  of  the  management  and  financial  position  of  most  of  the  cooperatives 
in  the  United  States.  This  gives  the  bank  for  cooperatives  the  unique  capabilities 
to  handle  financing  of  cooperatives  exports  and  imports  transactions  with  n  mini- 
mum amount  of  risk  to  all  parties.  As  more  and  more  cooperatives  develop 
export  business,  it  is  increasingly  evident  tliat  financial  services  must  be  carefully 
tailored  to  their  individual  re<jnlrement  to  help  manage  risk. 

In  the  7th  district  of  the  farm  credit  system  eleven  cooperatives  which  are 
active  borrowers  of  St.  Paul  Bank  of  cooperatives  are  involved  directly  and  in- 
directlv  in  exporting  products  of  their  members.  These  products  include:  soy 
Hour  and  other  soybeans  products,  beet  pulp,  durum  wheat,  corn,  barley,  oats, 
sunflowers,  wild  rice,  milk  powder,  cheese,  turkey  eggs,  fluid  milk,  fat  cattle, 
dry  edible  beans  and  frozen  fruit.  Dollar  volume  of  direct  exports  currently 
exceed  SlOO  million  and  Indirect  exports  exceed  $300  million.  As  the  major  source 
of  credit  for  farm  cooperatives  In  the  7th  district,  the  bank  for  cooperatives  ha« 
as  its  major  function  to  airslst  its  cooperative  members  owners  in  making  sound 
financial  decisions.  The  bank  lias  a  40  year  history  of  helping  manage  risk  and 
provide  advice  on  financial  structuring  and  project  financing. 

The  growing  tendency  of  the  U.S.  economy  with  the  rest  of  the  world  is  requir- 
ing greater  coordination  between  V.9.  buainessea  and  those  In  other  countries. 
U.S.  agricultural  cooperatives  need  financing  from  the  bank  for  cooperatives  If 
they  are  to  participate  on  an  equal  footing  in  the  world  trade  arena.  Increasing 
the  percentage  Of  direct  exports  controlled  by  farmer  cooperatives  will  provide  a 
competitive  yard  stick  with  internatlnnal  trading  companies.  Increasing  foreign 
exports  will  help  stabilize  the  dollar.  It  is  a  benefit  both  to  the  farmers  and  to  the 
consumers  tor  cooperatives  to  become  more  directly  Involved  In  international 
trade.  To  assist  cooperatives  In  achieving  this  goal,  the  bank  for  cooperatives 
and  their  traditional  source  of  credit  for  farmer  owned  cooperatives  need  export 
financing  provision,  a  proposed  amendment  as  to  the  farm  credit  act  of  1971. 

Thank  you. 
Sincerely, 

BOKAUI  W.  SlEBBIIfS, 

Oeneral  Manager. 

New  HollIkd,  III. 
Hon.  Ed  MAMOAn, 

Boute  Agricultural  SuboomnUUee  on  Contervation  tmA  Credit, 
Haute  Office  Building,  Washington.  D.C. 

Dear  Ms.  Madioan  :  Our  family  wonld  like  to  thank  you  for  your  co-sponsorship 
of  the  Farm  Credit  Act  Amendments  of  1979,  H.R.  4782.  We  have  lived  in  Logan 
County  all  of  our  lives  and  our  families  have  all  been  farmers.  Presently,  we 
are  farming  1,500  acres  of  land. 

Our  families  have  been  associated  with  the  Farm  Credit  System  for  many 
years  both  through  the  Federal  Land  Bank,  local  elevator  co-op,  and  Farm  Sup- 
ply. Being  associated  with  these  organlEatlons,  we  kuow  the  need  to  make 
changes  in  the  legislation  to  make  sure  the  Farm  Credit  System  can  serve  the 
needs  of  today's  farmers.  , 
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We  Btrongly  urge  your  total  support  for  tbe  entire  bill,  snd  I  would  like  to 
mention  tbe  Breas  tbat  I  feel  are  Important  and  close  to  me.  One  of  these  la  tbe 
amendment  allowloK  tbe  Banks  of  Cooperatives  to  finance  export  grain  trane- 
acttona.  I  feel  co-ops  sbould  become  more  active  in  tbe  export  market  and  this 
amendment  wil  help  conslderablr  bf  Bllowing  cooperatives  to  expand  tbelr 
aervlcea  and  sales  to  tbe  overseas  market.  Since  I  also  market  my  grain  tbrODgh 
a  co-op  elevator,  and  Illinois  is  the  Number  One  exporter  of  grain,  it  wonld 
be  benellclal  to  t>oth  myself  and  all  erain  producers  In  Illinois. 

Tbe  amendment,  which  would  allow  the  Federal  Land  Banks  to  make  loans 
In  excess  of  85  percent  of  the  appraised  value  when  they  are  guaranteed  br  a 
goTemmental  unit.  Is  also  verr  important.  This  la  important  today  becsnse 
Farmers  Home  Administration  is  reducing  their  present  Joint  mortgage  pro- 
gram wtlh  private  lenders.  Without  this  limitation  being  removed.  It  will  be 
very  difficult  for  the  Federal  Land  Banka  to  continue  to  serve  young  farmers. 

I  would  like  to  submit  this  statement  as  testimony  in  support  of  the  Farm 
Credit  Act  of  10T&  and  request  that  it  be  made  part  of  tbe  official  record.  Thank 
you. 

Sincerely  youra, 

iBwin  COifKLXir. 


DECATtm.  iLi.,  OetoiertS,  1978. 
Bon.  Ed  MAnioAir, 

Houae  Affrtoultural  SuJ>cotnnUttee  on  CotuervaHOK  and  Credit, 
Wathtnglon,  B.C. 

Dub  Mb.  MAOtGAH :  As  a  farmer  and  member  of  the  board  of  directors  at  tlie 
Federal  Land  Bank  Association  of  Decatur,  I  wish  to  express  my  thanks  (in 
behalf  of  oar  membera  borrowers  to  you  for  co-sponsoring  HR  47^,  the  Farm 
Credit  Act  Amendments  of  1979. 

I  am  a  third  generation  farmer,  operating  987  acres  in  Macon  and  Piatt 
Counties,  Illinois,  Much  of  the  land  I  farm  is  family  owned  and  I  am  acutely 
aware  of  the  pmbleme  farm  tamiltea  have  In  passing  land  from  one  genera- 
tion to  the  next,  with  our  present  tax  structure.  A  strong  farmer-owned  co- 
operative credit  system  is  an  absolute  necessity  to  credit  worthy  farm  famillea 
to  help  tbem  retain  ownership  of  family  farms  as  well  as  to  help  tbem  expand 
Into  more  efficient  operations. 

Two  points  in  this  legislation  that  I  feel  will  be  vitally  Important  In  tbe 
future  are  the  provisions  allowing  Federal  L^nd  Banks  and  Federal  Fjand  Bank 
Associations  to  pay  patronage  refunds  and  allowing  for  payment  of  a  dif- 
ferential dividend  based  on  (he  amount  nf  Interest  paid  on  the  loan. 

I  also  feel  that  the  Federal  Land  Banks  should  not  be  limited  to  financing  SB 
percent  of  land  value  when  the  loan  is  guaranteed  by  a  governmental  acencT. 
This  limitation  makes  It  very  difflmit  for  the  T^and  Banks  to  be  of  service  to 
yonng  farmers,  and  this  group  has  no  alternate  source  of  credit  to  turn  to. 

I  also  believe  that  tbe  provision  which  allows  the  Banks  for  Cooperatives  to 
finance  agricultural  export  transactions  is  vital  for  the  development  and  ex- 
pansion of  U.S.  farm  markets  overseas.  I  believe  that  Illinois  Is  the  number 
one  state  In  agricultural  exports  and  anything  that  can  be  done  to  expand  onr 
overseas  markets  will  directly  tieneflt  each  producer  In  this  state. 

I  request  that  this  letter  be  Included  In  the  written  testimony  and  hearinm 
on  HR  4782  for  the  Subcommittee  on  Conservation  Credit  of  tbe  House  Com- 
mittee on  Agriculture. 
Sincerely  youra. 

B.  T.  Doiio»Air.  Jr. 

Hon,  Bd  Madigaii, 

ITouie  Aoricultiiral  Subcommittee  on  ConterrtiUon  and  Creiit, 

Wathliffton.  n.C. 

Dbab  Mr.  MAniflAN ;  I  am  Rotx^rt  Llchty.  a  farmer  and  Federal  lisnd  Rank 
borrower  from  LeRoy.  Illinois.  I'nderatandlng  nf  the  different  lending  roop- 
eratlves  of  the  Farm  Credit  System  leads  me  to  believe  that  HB  4782,  Vara 
Credit  Act  Amendments  of  1979.  should  he  passed  as  presented. 
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Tbere  seem  to  be  several  controversial  areaa  In  connection  with  this  pro- 
posed legislatioD.  Let  me  give  you  my  viewa  concerulng  the  itema  that  have 
raised  questions. 

It  Is  mj  belief  that  the  proposal  for  the  Banks  for  Cooperatives  to  finance 
export  trade  would  probably  do  njore  for  midwest  corn  and  soybean  farmers 
than  almost  any  other  item  in  the  bill.  Marlteting  cooperatives  deserve  and 
should  liave  access  to  world  markets  and  it  takes  a  dependable  source  of  credit 
to  flnance  the  function  properly. 

With  reference  to  loans  in  excess  of  85  percent  of  the  land  valne  by  Federal 
Land  Banks,  it  is  my  belief  that  the  Federal  Land  Banks  are  In  the  credit 
business  tnd  have  a  history  of  maklni;  sound  decisions  in  providing  for  the 
credit  needs  of  farmers.  We  all  know  that  some  farmers  could  not  repay  a  60 
percent  loan  and  some  could  repay  a  150  percent  loan.  I  do  not  think  the  Fed- 
eral Land  Banks  should  be  limited  to  85  percent  where  there  Is  a  government 
guarantee  for  the  loan. 

It  is  understood  that  there  are  those  that  want  PCAs  to  make  10  year  loans. 
That  appears  to  be  getting  Into  long  term  financing  and  the  real  estate  mort- 
gage fleld.  The  seven  year  limit  on  loan  terms  that  they  have  now  Is  enough 
for  serving  intermediate  and  short  term  credit  needs  of  farmers  on  a  sound 
basis. 

Congratulations  for  co-sponsoring  the  bill,  we  farmers  In  McLean  County  look 
to  you  to  do  the  right  tblng. 

1  respectfully  request  that  this  letter  be  filed  in  the  testimony  favoring  passage 
of  HH  4782. 

Sincerely  yours, 

ROB^  LlCKTT. 

Decatub,  111,,  October  SO.  1979. 
Hon.  Ed  Madioak, 

Hottte  Aericultarai  Subcommittee  on  Coniervation  and  Credit. 
Waihinglon,  B.C. 

Dear  Mb.  MADiOAn:  Tour  committee  efforts  to  update  the  farm  credit  laws 
through  HR  4782,  the  Farm  Credit  Act  Amendments  of  1979  are  to  be  com- 
mended. There  are  a  few  statements  I  would  like  to  make  on  this  legislation  and 
I  request  that  this  letter  be  filed  with  the  written  testimony  on  HH  4782. 

My  home  Is  four  miles  west  of  Decatur,  Illinois,  in  the  house  which  1  was 
born  into  58  years  ago.  My  parents  and  1  have  property  borrowed  money  from 
the  Federal  Land  Bank  and  the  Production  Credit  Association  to  support  our 
families.  I  have  served  on  the  Federal  Land  Bank  Association  of  Decatur  board 
of  directors  for  nine  years  and  also  as  a  Farmers  Home  Administration  com- 
mitteeeman  in  Macon  County  for  three  years.  I  have  observed  loans  to  farm 
families  of  diverse  equity  and  need. 

I  support  the  removal  of  the  present  P5  percent  lending  limitation  when  guar- 
antees provided  by  governmental  units  are  involved.  In  the  past  a  deserving 
farm  family  could  buy  land  with  the  Federal  Land  Bank  acquiring  a  first  mort- 
gage and  Farmers  Home  Administration  complementing  the  loan  wtih  a  second 
mortgage.  I  understand  that  Farmers  Home  Administration  is  phasing  out  that 
type  of  program  and  plans  to  use  primarily  a  guaranteed  loan  program.  In 
addition  to  the  Federal  Land  Bank  loan  limitation  of  85  percent  of  the  appraised 
value,  the  lendee's  financing  Is  further  limited  by  the  5  percent  required  stock 
and  1  percent  closing  fee.  This  limitation  should  be  Increased  to  a  higher  level  If  no 
and  I  percent  fee.  This  limitation  should  he  Increased  to  a  higher  level  If  no 
secondary  mortgage  Is  attached  and  governmental  guarantees  exist.  We  might 
question  the  advisability  of  authorizing  loans  higher  than  85  percent  of  value. 
However,  we  must  never  forget  the  maturity  of  our  lending  Institutions.  Their 
expertise  In  loan  decisions  has  been  well  established.  The  low  failure  percent- 
age of  loans  to  farm  families  is  indeed  a  hallmark  of  American  agriculture. 

Worldwide  marketing  has  become  a  vital  concern  to  us  In  Illinois  as  pro- 
ducers of  grain  and  livestock  products.  I  would  urge  you  to  approve  the  provi- 
sion of  hill  HR  4782  which  allows  Federal  Land  Banks  and  Production  Credit 
Associations  to  finance  processing  and  marketing  activities  of  bona  fide  farmers. 

I  believe  the  proposal  to  authorise  the  Banks  for  Cooperatives  to  assist  In 
I'xport  financing  Is  n  valid  one.  We  should  legislate  to  accommodate  foreign 
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aKHcuUnral  trade  through  cooperative  organization,  private  or  corporate.  Oar 
foreign  trade  deflt^t  commands  no  less. 

The  Farm  Credit  Act  of  1916  brought  a  new  concept  ot  tana  credit  as  tecb- 
Dology  dawned  a  new  era  .This  update  In  our  credit  laws  in  these  contemporair 
timee  should  provide  farm  families  further  opportunities  for  Hnanciiig  tbelr 
farming  operations.  My  statement  today  iB  one  of  my  own  Judgment  and 
conviction. 

I  wish  to  thanli  you  for  this  time  and  for  co-sponsoring  this  (arm  credit 
legislation  under  H.R.  4TS2. 
Sincerely  yours, 

Jameb  Paubb. 

LiRCotR,  lu,.,  October  98,  1979. 
CongreBBman  Ed  U&diqah, 
Bouie  of  Repretentativet, 
WatMnffton,  B.C. 

DsAB  CoKOREssuAN  Madigan  :  The  needs  of  tarmers  and  ftirm  temlUes  cam- 
tinne  to  change  as  we  move  Into  the  '80's.  In  tnm,  reculadona  need  to  be  altered 
from  time  to  time  to  allow  for  these  changes. 

I  want  to  thank  you  for  cosponsoring  bill  H.R.  47R2,  dealing  witb  amendmentB 
to  the  Farm  Credit  Act  of  1971,  As  we  know,  the  Farm  Credit  System  has  bem 
instrumental  In  supportins:  agriculture  and  helplnK  to  provide  the  hlg;h  level  oj 
efficiency  that  has  developed  from  the  farm  community. 

The  removal  of  the  85  percent  lending;  limitation,  which  is  currently  la  fom, 
would  allow  the  Federal  Land  Rank,  in  eltiintions  where  the  loan  is  guatmnteed 
by  a  Federal  agency  or  state  Kovernment.  to  serve  the  needs  of  certain  fannera, 
such  as  young  farmers,  since  the  recent  ahift  In  FmHA's  emphasis  is  from  mak- 
ing its  own  loans  to  guaTanteelng  loans  by  the  lenders. 

The  amendment  dealing  with  financing  agricultural  export  transacHona 
sbould  help  to  promote  U.S.  agriculture  products  abroad.  American  agrlmltare'i 
contributlonn  to  the  balance  of  payment  is  of  essence  in  today's  economic 
conditions. 

The  maturity  nchedule  as  now  In  force  for  PCA  and  FI.R  loans  Is  moat  ade- 
qnate.  In  my  opinion.  Extending  repayment  schedules  beyond  reasonably  soniid 
repayment  capacities  or  Incurring  debt  for  futnre  generationa  will  not  nerve  Cor 
a  healthy  and  viable  agricultural  communlt.v. 

These  updating  amendments  will  help  to  provide  for  the  needs  of  farmer 
members.  Tliey  require  no  public  money  and  this  is  Important  in  today's  in- 
flationary Biiiral. 

I  am  Bending  a  copy  of  this  letter  to  Representative  Ed  Jones  for  use  as  testi- 
mony in  the  hearing  process  for  this  bill. 

Thank  you  again.  Ed.  for  your  help  in  this  area,  aa  well  as  yonr  otber  eltorta 
on  behalf  of  your  district. 
Sincerely, 

Wiuux  PAmno. 

SATBIOOK,   tLL. 

Hon.  EjD  UAniOAK, 

Houne  Agrieullural  SuJicommUiee  on  Conwrratfon  and  Credit, 

WtuMnfflOH.D.C. 

Dub  Hr.  Hadioar  :  I  understand  that  subcommittee  hearings  on  H.R.  4782. 
tbe  Farm  Credit  Act  Amendments  of  197{),  will  be  held  In  Champaiim.  minol^ 
nn  November  10th.  I  don't  suppose  t  will  have  a  chance  to  testify  bnt  tbere  art 
a  few  things  I  would  like  to  nay  as  a  farmer,  t  would  appreciate  it  if  this  state- 
ment could  be  filed  as  testimony  in  suDport  of  H.R.  47f)2. 

First,  tbe  Federal  Land  Bunks  do  a  rood  Job  with  credit  and  I  can  nee  no 
problem  in  letting  them  make  loans  over  RS  percent  of  tbe  appraised  valoe  of  the 
land  when  government  guarantees  exist.  Federal  Land  Banks  do  not  lend  a  man 
more  than  he  should  have  nnd  deRcrves. 

Second.  I  think  the  Banks  for  Ci^onerntlves  should  be  able  to  do  more  to 
finance  exports.  This  Is  one  of  the  hrleht  snots  in  tbe  whole  farm  nlctnre.  Any- 
thing Congress  can  do  to  ease  the  way  for  exports  will  do  more  t 
good  quicker  than  anything. 
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It  seems  tbat  tbere  are  many  different  Interest  KTOupa  waDtlng  thefr  own  little 
thing  added  or  taken  away  from  this  bill;  It  may  not  be  perfect,  but  It  Is  far 
better  than  that  which  we  will  get  if  we  start  amending  it.  Just  pass  It  the  way 
it  is. 

I  really  appreciate  your  sponsorship  of  tbe  bill  and  thank  yon  for  this  opor- 
tunity  to  express  my  views  on  it  since  1  believe  it  will  belp  farmers. 
Very  truly  yonrs, 

Bebuan  Wabsav. 

FiuiKiE  CouutwiTiEs,  lire, 
Eatt  Bernard.  Tea.,  October  18, 1979. 
Re  Farm  Credit  Act  Amendments  of  1979. 
Mr.  Jack  Hcohes, 
Textu  Bank  for  Cooperative!, 
Houston,  Tea). 

Dear  Mb.  Huohbs  :  I  have  noticed  there  Is  legislation  in  Congress  that  wonld 
amend  the  Farm  Credit  Act  of  1971.  The  Board  of  Directors  of  American  Rice. 
Inc.  (ARI)  recently  passed  a  resolution  urging  the  enactment  of  tbese  amend- 
ments. ARI  Ir  a  regional  rice  marketing  cooperative,  chartered  in  1968  with 
1,700  members  doing  $210,000,000  rice  sales  lii  1978.  I  serre  as  chairman  of  the 
Board  Committee  on  Finance  and  Administration. 

Following  are  some  of  the  reasons  I  join  the  Board  of  Directors  of  ARI  in 
support  of  these  amendments : 

It  is  generally  understood  the  American  (U.S.)  farmer  has  long  since  solved 
the  nation's  food  needs.  He  has  enabled  out  government  to  make  vast  amounts 
of  food  avRilable  lo  the  world's  hungrj'  peop'e.  And  today,  farm  exports  are  the 
most  significant  export  earner  of  dollars  and  makes  a  massive  contribution  to 
our  balance  of  trade.  The  thing  that  we  still  do  best  Is  the  producing  of  food. 

Two  factors  that  have  enabled  U.S.  farmers  to  perform  so  well,  in  addition  to 
favorable  soils  and  climate,  have  been  the  availability  of  farm  llnancing  at  all 
three  levels  (long  term  Involvlne  land  financing,  crop  production  loans  and  fi- 
nancing for  OUT  cooperatives),  and  the  best  {and  perhaps  only)  farmer  coopera- 
tive marketing  network  In  the  world. 

And  this  is  why  these  smendments  are  no  important,  both  to  ARI  and  to  me  as 
an  individual  farmer.  ARI  exports,  mostly  to  the  Mid-East,  approximately  7S 
percent  of  our  total  porductlon.  ARI  now  uses  a  sizable  line  of  credit  ft-om  the 
'Texas  Bank  for  Cooperatives.  However.  In  completing  the  overseas  sales,  this 
financing  has  to  terminate  at  dockside.  It  would  certainly  be  nseful  if  our  same 
lender  were  allowed  to  extend  this  same  line  of  credit  on  the  same  rice  to  the 

ARI  receives  our  rice  npstream  from  locally  and  farmer  owned  rice  dryers  and 
Ktorage  facilities.  Much  of  the  processing  and  marketing  at  the  local  level  can 
be  better  financed  if  these  amendments  pass.  Therefore,  this  legislation  has  the 
advantage  and  distinction  of  serving  both  the  financing  and  marketing  of  our 
crops.  If  will  make  a  material  contribution  to  U.S.  agricultnre. 

ARI  is  currently  taking  preliminary  steps  to  market  soybeans  from  the  Golf 
Coast  of  Louisiana  and  Texas.  All  soybeans  grown  in  this  region  enter  the  export 
market.  This  program  will  make  cooperative  export  flnandng  even  more  impor- 
tant. 

Sincerely. 

J  at  Andebson. 

RoscoE.  Tex.,  October  i,  1979. 
Mr.  Jack  Huohcs, 

President,  Texas  Bank  for  Cooperatives. 
Houston.  Tex. 

Dear  Mr.  Ht^greb  :  I  wish  to  express  my  desire  to  you  that  you  give  favorable 
nmnidcration  to  the  export  financing  of  commodity  sales  from  cooperatives  by 
the  Banks  for  Cooperatives. 

The  Farm  Credit  Banks  have  performed  significantly  In  agriculture  financing. 
Their  programs  for  fanners  and  ranchers  to  purchase  land  and  equipment  and 
to  provide  operating  monies  hav.j  strengthened  the  credit  of  the  agrieultural  com- 
munity. The  same  benefit  has  been  provided  to  the  local  and  regional  cooperatives. 
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I  believe  tbey  conld  gear  up  to  do  Juet  as  well  In  the  Interim  financing  of  oar  faim 
export  aales. 

We  are,  in  fact,  producing  for  a  world  market  and  It  1b  Important  that  we,  u 
local  producers,  in  starting  our  sales  and  marketing  with  local  cooperatfrea,  bare 
a  continuous  line  of  credit  to  get  our  products  to  the  consumer  Id  the  U.S.  or 
abroad  by  export  sales. 
Sincerely, 

J.  B.  GoopXB,  Jr. 

America  IT  Gottoit  Giowbbs. 
LubboOe,  Tew..  September  «7, 1979. 
Mr.  Jack  Huohes,  Prettdent, 
Texas  Bank  for  Oooperativeg, 
Eoutton.  Tex. 

Deas  Jack  :  President  L.  C.  Unfred  asked  me  to  write  and  inform  you  of  our 
support,  as  well  as  Plains  Cotton  Cooperative  Association's,  of  the  Federal  Fami 
Credit  legislation  that  has  been  introduced,  especially  In  the  ares  dealing  with 
export  flnancing. 

The  2,000  members  In  ACG,  and  the  24,000  members  in  PCCA — as  well  as  mod 
of  American's  agricultural  complex— rely  on  exports  as  a  major  ontlet. 

Export  sales  are  In  the  best  interests  of  not  onl;  farmers  but  others  as  well — 
consumers,  Job  holders  and  our  economic  system  that  must  depend  on  sales  to 
foreign  lands  to  help  improve  our  balance  of  payments.  These  sales  ara  also 
beneficial  to  world  economic  development  and  the  maintenance  of  peace  itself. 

Exports  help  the  U.S.  farm  industry  feed  and  clothe  our  populace  at  the 
lowest  possible  cost,  and  help  keep  this  country's  agriculture  strong  and  frnw 
tloning  at  efficient,  fully  productive  levels. 

We  must  have  exports  to  survive  In  the  cotton  business.  Oftentimes  75  percent 
or  more  of  our  Texas  crop  must  be  exported. 

Whatever  can  l)c  done  to  improve  our  export  position  in  world  markets  win 
be  of  tremendous  benefit  to  the  agricultural  industry  and  the  country  as  a  whole; 
Sincerely  yours, 

TEUI  r.  HiSLIT. 

Owrporate  Stcrttary. 

ArsBEY,  Trx.,  Sep'embpr  a!ff,  I91B. 
CoKOBESSioiTAi.  Aptaibs  Division, 
Farm  Oreiit  AAminiitratio», 
Wathington.D.C. 

Deah  Sirs  :  Ar  a  farmer  and  member  of  a  local  cooperatlTe  I  am  Interested 
In  seeing  the  Farm  Credit  Act  amendments  of  1979  become  law. 

First,  I  would  like  to  nay  I  am  more  Interested  in  the  proposal  to  anthnrlie 
Banks  for  Cooperatives  to  finance  agricultural  export  transactions  becanse  ot 
the  direct  Iteneflt  1  and  other  members  nf  local  cooperatives  would  receive  from 
this. 

Members  of  conperatlves  have  done  a  real  good  Job  of  producing  and  proeeas- 
Ing  their  products  and  they  would  like  for  their  marketing  cooperatives  to  be 
able  to  participate  In  the  export  market  through  flnancing  from  their  Farm 
Credit  lender. 

The  export  market  provides  a  major  outlet  for  V.9.  farm  production.  It  Is 
estimated  that  one  out  of  every  three  acres  of  production  is  sold  to  foreign 
markets.  Not  to  he  overlooked  Is  the  fact  that  farm  products  prodac«d  an 
agricultural  trade  surplus  of  14.6  billion.  This  trade  surplus  helped  to  offset 
Je.fi  billion  of  non agricultural  trade. 

We  farmers  who  are  memliers  of  our  cooperatives  would  like  a  larger  and 
more  direct  role  In  selling  our  products  to  foreign  countries.  We  are  aware  of 
the  Importance  of  international  markets  and  prices  to  our  markets  and  price! 
here  at  home. 

We  also  feel  that  profits  are  being  made  on  these  agricultural  products  that 
are  being  exported.  Any  added  profit  that  a  farmer  may  receive  for  his  products 
will  bo  helpful  In  this  time  of  inflation  and  high  production  coots. 

Another  point  to  lie  made  In  favor  of  this  legiilntion  Is  tt>nt  It  will  not  c"Ct 
taxpayers  any  money.  This  Is  self-help  or  permissive  legislation  to  those  who 
belong  to  cooperatives  and  borrow  from  their  Bank  for  C-ooperatlres. 
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Id  closing  I  mlKbt  add  that  coopei-atlree  are  calling  on  their  Banks  for 
Cooperatives  to  provide  these  export  twnking  services  to  speed  up  their  export 
operations.  The  Banks  for  Cooperatives  are  prepared  to  meet  these  needs  of 
their  owners  wllhln  the  recommeniled  ameiiilments  to  the  Farm  Credit  Act. 
Studies  tiave  l>een  made  and  plana  carefullj  developed  to  tbese  services  that  ar» 
especiaUr  tailored  for  cooperatlTe  exports. 
Thank  yon, 

Bkobx  Knxn. 

AmnoAK  GoTTOH  Oitowns, 
OrotJ>vto»,  Tea.,  September  «7, 1978. 
CoiTORXBBioif  AL  AiTAns  DiviaiOK, 
Form  Credit  Adminlilration, 
Wathiitolon,  DO. 

Gertleuen:  I  am  T.  W.  Stockton,  President  of  the  Board  of  Directors  of 
American  Cotton  Growers,  Crosbyton  Qin  Division,  Crosbyton,  Texas.  I  have 
lien'ed  In  this  capacity  for  the  last  sixteen  years.  My  principle  source  of  income 
Is  from  agriculture.  A  very  valued  part  of  my  income  Is  from  my  cooperative. 

During  my  farming  career  the  agricultural  exports  of  the  United  States  has 
Increased  over  six  hundred  percent,  and  as  the  world  tiecomee  smaller  and  dis- 
tances become  shorter,  t>ecatise  of  mode  of  transportation,  the  role  of  the  Ameri- 
can farmer  is  of  greater  Importance  In  the  future  to  produce  and  export  food 
for  the  hungry  world. 

Seventy  percent  of  the  course  grains  traded  in  the  world  today  originates 
from  a  country  that  has  only  Ave  and  one  third  percent  of  the  total  population, 
ihe  Iiilfed  States  of  America.  By  the  year  2015  the  world  population  will  be 
doubled  and  the  demand  tor  food  and  fiber  grown  by  the  American  farmer  will 
be  unprecedented  in  the  history  of  the  world.  If  we  are  going  to  meet  this  world 
demand,  our  distribution  system  must  grow  equally  as  fast  as  world  population. 

Never  before  In  the  history  of  America  has  this  nation  been  so  rich  and  the 
producer  of  food  and  fiber  so  poor.  The  American  farmer  must  be  allowed  to 
improve  production  and  Increase  his  scope  of  operations  that  would  allow  more 
of  the  dollars  earned  from  agricultural  commodities  be  return  to  ttte  farm  level. 

The  farm  credit  system  and  fhe  farm  credit  administration  have  demonstrated 
efflclcncy  in  farm  credit  for  a  numl>er  of  years  and  le  the  avenue  to  channel  our 
farmer  participation  In  the  world  market  The  farmers  margin  of  proBt  per 
unit  produced  must  be  maintained  at  the  highest  possible  level  for  A  stable 
agricultural  Industry  in  the  U.S.,  and  to  assist  In  regaining  a  favorable  balance 
of  trade. 

The  farm  credit  act  amendment  of  lOTfi  ts  a  tilg  step  In  this  direction. 

Astepinthedlrection  to  help  feed  the  hungry  world  of  tomorrow. 

A  step  111  the  direction  of  improving  production  of  tomorrow. 

A  step  In  the  direction  of  allowing  the  American  farmer  to  pull  himself  up 
from  the  many  problems  of  yesterday  and  Improve  the  tomorrows. 

A  step  In  the  direction  of  preserving  peace.  It  has  tteen  said,  "We  can  share 
our  thoughts,  Ideas,  progress,  prosperity  and  oar  food  with  the  world  or  we  will 
exchange  our  bullets." 
Sincerely, 

T.  W.  SioosToir,  Prettdant. 

Statbueft  of  Ghables  Ghl^  Pamkb,  CHAUPAHin  Countt,  Itx. 

Mr.  Chalmian  and  members  of  the  Committee,  my  name  is  Charles  Ehler,  and 
I  am  a  farmer  in  Champaign  County,  IlllnolB.  I  am  engaged  In  the  lU'oductlon  of 
food  and  fiber  for  the  people  of  the  United  States  and  foreign  countries.  It  gives 
me  a  great  deal  of  pleasure  to  be  able  to  present  a  written  statement  for 
inclusion  in  the  Hearing  on  the  Farm  Credit  Act  Amendments  of  197B,  HB  4782, 
being  held  In  Champaign.  Illinois  on  November  10, 1079. 

I  am  vitally  Interested  in  these  amendments  to  the  1S71  Farm  Credit  Act. 
Hnnever.  I  wlnh  to  fxoflnd  on  severnl  speclflr  Ifemfl.  T  stronglv  suonnrt  Pectinn 
106  of  this  Bill,  which  removes  the  present  85  percent  of  appraised  value 
limitation  on  real  estate  loans  guaranteed  by  a  Federal  or  State  governmental 
agency.  The  Land  Bank  is  the  only  lender  I  know  with  such  a  limitation,  yet 
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It  finances  more  farm  loans  tban  any  other  lender.  The  removal  of  the  SB  p 
limitation  where  there  are  gOTernment  gnaranteea  would  not  only  help  d" 
yonng  farmera  but  would  benefit  the  conBrnnlng:  public  by  hoping  to  Basun  uk 
continuance  of  the  family  farm. 

I  also  strongly  support  the  Export  Financing  provision  of  the  iwopoaed  uncad- 
ment.  Farmers,  through  their  cooperatives,  should  be  able  to  promote  the  ezpan- 
sion  of  export  markets  and  to  share  in  the  Iwneflta  gained.  nUnole  farmen  aie 
number  one  In  ttie  nation  In  grain  exports,  yet  the  marketing  of  their  gralii  la 
largely  In  the  hands  of  large,  privately  owned  export  concerns.  I  feel  it  would 
be  prudent  for  farmers  to  be  able  to  bypass  these  concerns  and  deal  directly 
with  foreign  markets  through  the  use  of  farmer  owned  and  farmer  controlled 
co-operatives,  financed  by  the  Banks  for  Cooperattves. 

It  Is  my  understanding  from  reading  about  prevlons  hearings  on  this  leflfl- 
latlon  that  there  are  some  who  have  recommended  a  change  in  loan  matnritiei 
being  offered.  My  experience  and  visits  with  others  using  ell  aervfces  of  the 
Farm  Credit  system  cause  me  to  be  grateful  for  what  we  have  In  this  regatd 
and  accordingly  to  recommend  no  changes  in  the  maturities  In  any  of  the  loan 
programs  offered. 

I  am  thankful  for  the  Farm  Credit  system,  the  type  of  loana,  tbt  length  o( 
loans,  the  services  offered  and  the  credit  counseling  available.  However,  the 
services  offered  must  be  constantly  reviewed  and  revised  to  keep  abreast  of 
the  rapid  changes  In  agriculture  and  the  needs  of  tarmtn  and  farm  famlUea. 
Xour  committee  can  belp  farmers  throughout  this  country  by  i  "  ~ 

the  passage  of  all  itena  Id  HR  4782. 
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niere  are  two  forces  that  currently  focus  on  the  soil  as  a  resonrce.  Flnt> 
there  Is  the  need  to  maintain  productivity.  This  need  stems  from  our  concem 
about  whether  land-saving  technology  will  be  generated  and  adopted  at  a  rate 
fast  enough  to  meet  our  future  food  and  fiber  needs  In  the  face  of  rednctlrma  In 
the  stock  of  agricultural  land.  A  second  force  behind  the  current  Interest  tn 
soil  conservation  is  found  m  environmental  quality  consi derations,  mosUr  related 
to  water  qnalltr. 

In  thle  paper  two  features  of  the  soil  conservation  problem  are  devdoped. 
First,  there  Is  evidence  that  the  private  economic  Incentive  for  a  sabstandal 
reduction  In  soil  erosion  is,  in  general,  rather  weak.  Second,  ttiere  Is  a  wide 
variation  from  watershed  to  watershed  In  the  cnnaeqnencee  of  soil  erosion.  In 
terms  of  both  productivity  and  environmental  quality. 

In  order  to  assess  the  private  economic  Incentive  It  Is  necesaary  to  know  the 
Impact  of  soil  loss  on  crop  yields.  Ohservatlons  of  Increasing  yield  trends  dtn 
to  improved  crop  technology  tend  to  mask  the  declines  that  would  otherwise 
have  taken  place  due  to  soli  eroalMi.  However,  after  the  surface  layer  of  tbe 
soil  has  been  eroded.  It  becomes  dIfBcult.  If  not  Impossible  to  apply  known 
technology  fn  restore  cron  vields.  At  that  point  the  dnmage  tn  the  nnll  for  crop 
production  la  apparent.  Thus  noli  losses  may  occur  for  a  long  period  of  time 
before  there  are  noticeable  yield  losses. 

Adoption  of  soil  conservation  fnrmlng  practices  in  response  to  economic  Inecit- 
tlves  depends  very  much  on  the  length  of  time  for  which  the  fanner  plana. 
Evidence  on  severnl  important  soli  types  In  Xlllnols  indicates  that  the  cost  of 
yield  losses  over  a  60-year  period  Into  the  future  not  likely  tn  be  great  enoii|3i 
to  Induce  the  farmer  to  reduce  the  present  rate  of  soil  loss  to  the  anil  lo« 
tolerance  levels  recommended  by  the  Soli  Conservation  Service  {4  end  5). 

Six  watersheds  were  studied  In  nilnnin  In  1072-73  (I,  2,  and  S).  In  the  watar- 
shed  with  the  most  severe  erosion,  soil  losses  were  anproxlmatdj  10  times  tbe 
tolerance  levels  Buggested  by  the  Soil  Conservation  Service  (*).  Tet  an  ade- 
quate soil  conservation  plan  for  20  yearn  into  the  future,  would  Increase  nat 
farm  Income  by  only  about  one  percent  (2,  Table  10). 

A  sliidy  of  five  wntersbeds  In  Texan  slso  xhows  a  nottem  of  mther  weak  nrl- 
vate  economic  Incentives  for  soil  conservation  (fil.  Planning  periods  of  10.  100. 
and  200  .rears  Into  the  fntore  were  considered  in  the  Texas  stndy.  Conservatloi) 
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practices  that  were  not  prufltable  ivlUi  the  10-year  plau  often  became  profllstde 
as  the  period  of  the  plan  extended  to  100  years.  Given  the  uncertainty  of  the 
fntnre  it  is  only  natural  that  (armers  take  a  rather  myopic  view  and  do  not  find 
that  soil  coiiservatioa  competes  well  with  other  more  profltable  investments  that 
can  lie  made  in  the  farm  business. 

We  now  turn  to  the  impact  of  soil  erosion  ou  environmental  quality.  This  will 
be  discussed  in  terms  of  the  damage  done  by  sediment  after  the  eroded  soil  leaves 
the  farm.  In  both  the  Illinois  and  Texas  watershea  studies  sediment  damage 
showed  considerable  variation  among  watersheds.  For  example,  in  Texas  the 
sediment  damage  in  dollars  per  acre  was  nearly  twice  as  high  In  the  I^ke  lavon 
watershed  as  in  the  Duck  Creek  watershed  (6,  p.  46).  Variability  in  sediment 
damage  among  watersheds  is  also  noted  in  the  Illinois  studies.  In  the  Hambaugh- 
Martin  watershed  in  western  Illinois  with  a  conventional  tillage  system  and  a 
cnrn-soybean  rotation,  sediment  damage  per  acre  is  nearly  6  times  greater  than 
with  the  same  system  in  the  Upper  Embarras  River  basin  in  eastern  lUinols  (£, 
Table  10  and  -1.  Table  12) .  Finally,  there  is  no  clearcut  general  relation  between 
the  extent  of  the  impairment  of  long-term  productivity  and  the  sediment  damage. 
Watersheds  with  high  sediment  damage  from  soil  loss  may  suffer  minimal  pro- 
ductivity losses  and  vice  versa. 

What  are  the  policy  Implications  of  the  weak  economic  Incentlvea  to  conserve 
sill?  Educational  programs  which  provide  only  information  for  decisions  to  be 
made  in  terms  of  the  economic  self-interest  of  farmers  are  not  likely  to  be 
adequate — other  policy  instruments  must  be  employed.  One  of  these  Instru- 
ments should  be  the  development  of  a  conservation  ethic  based  on  an  articula- 
tion of  the  short-term  and  long-term  consequences  of  soil  erosion.  The  effectire- 
ness  of  programs  designed  to  develop  and  strengthen  such  an  ethic  will  need  to 
take  into  account  the  extreme  variability  among  watersheds  In  the  consequences 
of  soil  erosion.  The  tailoring  of  information  programs  to  the  long-term  conse- 
quences of  erosion  in  the  local  situation  is  a  critical  ingredient  in  improving  tlie 
perceptions  of  farmers  and  Inducing  increased  adoption  of  soil  conservation 
methods. 
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Statement  op  Texas  CmHis  Etchawob,  Mission,  Tex. 

The  Texas  Citrus  Exchange  is  a  federated  citrus  marketing  cooperative  which 
handles  approximately  40  percent  of  the  citrus  production  In  the  State  of  T^as 
ExcbanBemembers  include  four  cooperative  packing  associations  owned  by 
about  1.500  growers.  In  addition,  the  Texus  Citrus  Eichinge  owns  and  operates 
S™'!/!.'''!?  Pr?<*««'nB  plants.  The  Exchange  markets  fresh  oranKee  and  grape- 
^nit,  bulk  citrus  concentrate,  ringle-strength  Juice  and  cattle  feed  made  from 
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Members  of  the  Ihccbange  hare  faced  InrreastoK  crops  over  the  ream  and  oat 
of  need  to  expand  its  markets,  began  exporting  fresh  grapefrnlt,  grapefrntt 
juice  and  cattle  feed  Id  the  mid  1970'fl.  Currently  about  20  percent  of  the  fraah 
KTapefnilt,  20  percent  of  the  grapefruit  jufce  and  nearly  95  percent  of  onr  atQe 
feed  Is  exported. 

The  Exchange  has  made  a  considerable  Investment  In  time,  travd  and  man- 
power In  developing  Its  export  business.  This  inTeetment  has  resulted  In  aasiatUif 
growers  to  not  only  move  their  crops  more  rapidly  and  efficiently,  bat  In  tlie  proc- 
ess has  made  a  significant  Impact  on  domestic  demand.  Therefore,  we  Intend 
to  continue  our  efTorts  to  maintain  and  expand  our  exports  whenever  and  wbm- 
ever  possible. 

There  are  certain  problems  associated  with  the  export  bnslness  that  need  to 
be  overcome  In  order  to  facilitate  more  export  volume.  Most  of  these  problems 
are  related  to  export  documentation,  credit  and  collections.  In  those  instancca 
where  our  customers  have  established  a  sound  payment  record  and  we  have  pat 
them  on  an  open  account,  no  major  collection  problems  exist.  Nor  are  tbere 
proMems  In  those  Instances  where  the  cnetomer  buys  on  an  F.O.B.  baala.  Oar 
dlfDcultles  arise  oat  of  those  occasions  where  we  begin  to  develop  sales  uaoag 
new  customers  and  In  natlona  that  have  different  cnstome  and  trade  practical. 

The  Middle  Bast  ts  a  case  in  point  Its  newness  as  a  market  area,  Ita  diatanca, 
its  nnlqne  customs  and  Its  Instability  reautres  cantlon,  and  in  our  oidnlon,  tlie  nse 
of  letters  of  credit.  Letters  of  credit  for  the  new  exporter  can  be  a  source  at 
time  consuming  fmstration  unless  the  very  utmost  attention  Is  given  to  the  con- 
dition apeiHfled  in  the  document  So  often,  condltlonB  are  requested  bj  the  icoa- 
tMner  that  seem  to  purposely  hamper  the  ultimate  collection  (rf  the  raonej 
owed.  Personnel  in  the  correspmidlng  banks  seldom  show  any  senae  of  argencjr 
in  completing  paper  work.  At  the  moment  we  are  on  the  brink  of  loalng  a  new 
account  in  Saudi  Arabia  because  of  a  delay  In  receipt  of  document*.  The  sh^ 
carrying  our  goods  reached  the  foreign  port  before  the  docnmenta  arrived  whidi 
will  mean  that  the  shipment  cannot  be  released  to  the  cnetomer. 

This  la  not  a  rare  or  unique  problem.  We  have  experienced  similar  problems  in 
dealing  with  the  government  buying  agency  In  Czechoslovakia ;  however,  letten 
of  credit  were  not  involved  because  It  wag  not  their  policy  to  nse  them.  The 
problem  was  related  to  the  very  slow  pay  experience,  the  red  tape,  the  lansnag* 
and  budness  customs  that  we  had  to  attempt  to  pioneer  on  onr  own. 

A  solution  to  these  problems  would  be  to  expand  the  servtcea  of  the  Bank  for 
Oooperatlves  to  Include  export  services.  American  agriculture  has  only  beKOn 
to  tap  Its  potential  in  international  trade  but  many  small  cooperatives  will  never 
take  the  necessary  steps  to  deal  with  the  Intricades  of  foreign  trade  or  win 
those  who  have  started  stay  with  It  if  a  solution  to  the  many  fnutratlons  Is  not 
found.  Agrlcaltural  cooperatives  need  an  organization  they  bave  confidence  In, 
one  that  they  consider  to  be  on  their  team  and  one  that  will  make  the  ieb  at 
exporting  simpler  and  more  profltable. 

The  Texas  Citras  Exchange  supports  Farm  Credit  legislation  that  will  aDow 
tbe  Banks  for  Cooperatives  to  expand  Its  services  to  include  exjiort  servluea. 


STATnnnr   or   Joseph   B.   Whaleh,   Bbtakwooo   Fasiib,   Psmmo.    III. 

Hy  name  la  Joseph  E.  Whaten.  I  am  a  farmer  and  a  borrower  of  the  FMeral 
Land  Bank  Association  of  Champaign-Gfaarleston,  nUnoIs.  I  also  cnrrently 
serve  as  a  director  of  this  nssncintlon.  I  therefore  am  nresentlng  this  statement 
on  Hit  4T82,  the  Farm  Credit  Act  Amendments  of  1S79,  after  many  years  of 
direct  experience  with  the  Farm  Credit  nystem. 

I  Ormly  endorse  all  the  amendments  offered  under  this  legislation  and  believe 
that  alt  are  essential  to  the  furtherance  of  the  svstem  and  the  improvement  of 
the  1971  Farm  Credit  Act.  t  would  like  to  emphasise  that  the  fanner  owned 
system  has  no  tax  money  In  it.  not  even  (or  the  cost  of  supervision ;  that  no 
Federal  funds  are  loaned  and  that  this  legislation  will  in  no  way  expand  the 
authority  of  the  Farm  Credit  InBtlt'itlona  to  offer  credit  re'ated  services. 

An  Imnortant  Item  In  the  ledslatlon  is  the  granting  of  anthority  to  the  T^nd 
Banks  to  finance  prncvaalng  and  marketing  activities  of  eligible  applicants  and 
bona  fide  prodnceni.  I  believe  that  CongTe«s  recosnisea  that  Aimiers  have  a  need 
for  credit  beyond  their  production  reoulrementa.  In  order  that  they  can  snet 
efficient  processing  and  marketing  faculties. 
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This  would  often  require  that  the  farmer  pnrchaBe  tbe  prodncte  from  other 
prodncers  In  order  to  market  a  flnlehed  product.  A  farmer  should  be  allowed  to 
operate  bis  own  marketing  ayatem  and  still  borrow  from  tbe  Farm  Credit  eyitlem 
for  tlila  purpose  eiace  tbe  entire  process  Is  directly  related  to  agricultural  produc- 
tion. At  tbe  present  time,  a  farmer  must  seek  the  necessary  credit  from  an  addi- 
tional lender,  which  leads  to  split  financing  which  is  often  not  In  hts  beet  Interest. 
The  District  Boards  of  Directors  would  be  authorized  to  fix  specific  llmlte  on  the 
authorities  of  I^nd  Banhs  and  Production  Credit  Associations  to  finance  proc- 
essing and  marketing  activities. 

I  believe  tbe  removal  of  the  85  percent  limit  of  ai^raised  value  on  Land  Bank 
loans  guaranteed  by  a  Federal  or  State  agency  is  necessary.  Tbe  Farm  Credit 
system  la  the  only  financial  Institution  with  the  86  percent  ceiling  limit  Imposed 
on  them.  It  is  very  Important  that  a  means  be  allowed  for  the  financing  of  top 
young  farmers  with  limited  assets  yet  have  the  cash  flow  to  repay  a  higher  per- 
centage loan.  I  am  familiar  with  the  loans  that  Land  Banks  have  made  with 
Farmers  Home  Administration  in  the  Joint  loan  program  during  the  past  several 
years.  These  loans  have  worked  out  well  for  everyone  concerned. 

The  Farm  Credit  system  has  given  62  years  of  excellent  service  to  the  agri- 
cultural community,  and  the  loans  offered,  tbe  maturities  and  tbe  availability  of 
funds  In  good  and  bad  times  are  of  extreme  Importance  to  farmers  and  farm 
families.  We  are  Indeed  fortunate  that  the  loan  maturities  authorized  by  law 
are  snfflclent  for  each  pari  of  the  system  to  best  serve  farmers. 

Times  change  and  laws  must  be  amended  and  revised  to  keep  pace  with  new 
and  increasing  agricultural  credit  demands  on  the  Farm  Credit  system.  Accord- 
ingly, I  nrge  that  yon  support  the  passage  of  HR  4782. 
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SUtenent  of 

Jack  W.  Barnes 

General  Manager,  Hlchlgan  H11k  Producers  Association 

on  behalf  of  the 

St.  Paul  Sank  for  Cooperatives.  Seventh  District 

Hy  name  is  Jack  W.  Barnes.     I  an  general  manager  of  Michigan  Milk 
Producers  Association,  24270  West  Seven  Nile  Road,  Detroit.  Michigan 
48219.     I  have  been  employed  by  this  cooperative  since  1946  and  have 
served  as  Its  general  nanager  since  January  1,  1959. 

Michigan  Milk  Producers  Association  (WPA)  Is  a  dairy  faraers  full 
ser.vlce  marketing  cooperative.    At  the  close  of  our  fiscal  year 
September  30,  1978.  WPA  had  a  total  membership  of  5,475  dairy  farmer 
members  on  4,481  fartns—most  of  which  are  In  Michigan  but  with  some  In 
Ohio,  Indiana  and  Wisconsin.     During  that  fiscal  year  we  marketed  over 
2.8  billion  pounds  of  milk  with  a  value  exceeding  (280  million. 

Certainly,  agriculture  Is  one  of  the  real  strengths  of  America. 
Our  agricultural  system  Is  the  envy  of  the  entire  world,  and  it  Is  in 
the  best  Interest  of  the  public  to  maintain  that  strength  and  efficiency. 

Cooperatives  are  a  vital  part  of  our  agricultural  system.     In 
Michigan,  agriculture  Is  the  second  leading  Industry-- being  exceeded 
only  by  the  automobile  Industry—and  dairy  farming  Is  the  leading 
contributor  to  Michigan's  agricultural  Income. 

My  experience  with  the  Fanr  Credit  System  has  been  with  the  St. 
Paul  Bank  for  Cooperatives,  which  has  been  a  major  source  of  credit 
during  my  entire  tenure  as  manager  of  this  cooperative*,  and  In  recent 
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years.  It  has  became  our  only  source  of  outside  cretlft.  The  St.  Paul 
Bank  for  Cooperatives  not  only  Is  our  source  of  credit,  but  also  has 
given  us  Invaluable  service  In  financial  counseling  and  guidance. 

In  1974.  »PA  experienced  a  major  financial  crisis  because  of 
the  financial  failure  of  a  large  dairy  In  Detroit.     This  failure 
jeopardized  the  stability  and  even  the  continued  existence  of  the 
cooperative.     There  simply  would  have  been  nowhere  else  to  turn  other 
than  the  Bank  for  Cooperati ves— our  position  was  not  "bankable" 
through  regular  conmercial  banking  channels.     The  St.  Paul  Bank  for 
Cooperatives  did  coimilt  the  necessary  funds  and,  more  importantly, 
pledged  their  support  through  the  crisis.    This  support  and  the 
subsequent  assistance,  counseling  and  advice  were  crucial.     Had  It 
not  been  for  the  cooperative  bank  system,  MHPA  would  have  survived, 
but  at  great  hardship  to  its  Individual  dairy  fanner  members. 

We  support  the  proposed  legislation  to  amend  the  Farm  Credit  Act 
and  urge  favorable  consideration  of  H.R.  4782.  the  Farm  Credit  Act 
Amendments  of  1979,  by  the  Subconmittee  on  Conservation  and  Credit, 
by  the  House  Comnlttee  on  Agriculture  and  passage  by  the  House  of 
Representatives. 

It  might  appear  that  the  amendments  proposed  to  the  Farm  Credit 
Act  of  1971  are  of  little  consequence  to  our  cooperative.     However. 
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nearly  all  of  our  menters  are  also  members  of  one  or  more  other 
cooperatives.  Including  farm  supply,  petroleum  and  rural  electric. 
It  Is  In  the  Interests  of  these  members  and  In  support  of  the  greater 
objective  of  maintaining  an  efficient,  viable,  agricultural  producing 
systefR  that  we  strongly  support  the  proposed  legislation. 

The  Farm  Credit  Act  of  1971  requires  cooperatives  to  have  at 
least  80  percent  of  their  voting  control  in  the  hands  of  famers.  except 
that  utility  cooperatives  may  have  70  percent.    The  Fam  Credit  Act 
Amendments  of  1979,  H.R.  4782,  would  change  the  voting  control  to  60 
percent  or  such  higher  percent  as  may  be  established  by  a  district 
board  of  directors.    There  have  been  many  changes  1n  rural  America 
during  the  past  decade.     It  now  has  many  nonfann  residents  who  depend 
upoiv  the  local  farm  supply,   the  petroleum  and/or  the  rural  electric 
cooperatives.     This  proposed  amendnent  would  recognize  the  realities 
of  a  changed  rural  America,  Mould  enable  those  cooperatives  to  continue 
their  relationship  with  the  Banks  for  Cooperatives,  and  assume  that 
control  would  remain  with  the  fanners. 

Another  amendment  within  the  proposed  legislation  would  enable 
the  cooperative  bank  system  to  meet  the  needs  of  farmer  cooperatives 
Involved  In  foreign  trade.     U.S.  agricultural  exports  are  expected  to 
continue  their  upward  trend  and  reach  J35  to  S40  billion  In  1980.     On 
the  Other  hand,  total  agricultural  imports  are  forecast  at  S16  to  $19 
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billion,  leaving  an  agricultural  trade  surplus  of  approximately 
$20  billion. 

After  our  own  domestic  needs  are  met.  Me  will  be  exporting  one- 
third  of  our  total  farm  output  next  year.     This  export  volume  1s 
crucial  to  the  United  States  and  to  all  its  citizens. 

Many  farmers  are  insisting  that  their  cooperatives,  upon  which 
they  depend  for  marketing,  compete  for  a  share  of  the  international 
market  in  which  presently  approximately  90  percent  of  U.S.  farm  exports 
are  controlled  by  very  few  large  international  trading  ccnpanles. 
Local  cooperatives  are  tiie  backbone  In  the  U.S.  agricultural  economy 
and  are  the  simplest,  most  direct  means  to  get  the  profits  made  from 
export  sales  directly  back  to  farmers.    The  legislation  proposed  In 
H.R.  476Z,  The  Farm  Credit  Act  Amendments  of  1979,  would  authorize  the 
Banks  for  Cooperatives  to  extend  their  services  and  their  expertise 
into  the  complicated  arena  of  International  trade. 

These  amendments  are  needed  to  keep  the  Banks  for  Cooperatives 
attuned  to  present  agriculture  conditions  and  to  enable  then  to  meet 
the  needs  of  the  cooperatives  serving  it. 

We  thank  you  for  the  opportunity  to  present  our  views.  On  behalf 
of  the  members  of  HHPA,  I  strongly  urge  favorable  consideration  of 
H.R.  4782.  The  Farm  Credit  Act  Anencknents  of  1979. 
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STATEMENT  OF 

GERALD  BOERBOOM 

ON   BEHALF  OF  THE 

PRODUCTION  CHEDIT  ASSOCIATION   OF  MARSHALL,    MINMESOTA 

Cha.inna.n,    -  H«nbers  of  the  Coimittee, 

I   am  Gerald  Boerboom  of  Marshall,   Minnesota.      I  an  a  farmer, 

a  PCA  Member  and  a  Director  of  the  Production  Credit  Assoclatioa 

of  Marshall.      Our  area  of  Southwestern  Minnesota  is  very 

diversified.      Our   farmers  deal  with  corn,    soybeans,    small 

grains,    feeder   livestock,    stock   cows,    hogs,    sunfloirers.    dftiry, 

chickens,  and  a  few  other  specialized  areas. 

As  I  understand  it,  the  present  amendntent  before  the  conmlttee 
deals. in  part, with  the  proeesslni;  and  marketing  activities 
of  farmers  and  their  eligibility  to  be  financed  by  the 
Farm  Credit  System.   In  spite  of  the  diversification  of  our 
area,  we  presently  have  a  limited  amount  of  activity  in 
processing  and  marketing.   I  can,  however,  see  this  option 
becomintt  much  more  important  to  our  area  farmers  In  the 
npar  future.   The  cncTRy   crisis  immediately  comes  to  mind. 
Kith  the  world  turmoil  that  exists  today,  especially  within 
the  oil  producing  nations,  the  use  of  alcohol  to  help  meet 
our  energy  needs  and  the  fuel  needs  of  the  farmer  may  become 
vital  nnd  ur>tent .   I  would  strnncly  encourflRe  the  financing 
by  Production  Credit  Association's  of  processing  and  marketing 
activities  of  bona  fide  farmers.   This  would  offer  farm  families 
greater  opportunities  to  succeed  and  make  it  practical  for 
them  to  usp  the  some  techniques  non-farmers  utilize.   The 
execution  and  overspcing  of  this  type  of  financing  by  the 
various  farm  credit  districts  is  crucial  and  they  must,  an 
they  so  capably  have  In  the  past,  keep  in  view  the  needs  of 
those  they  serve,  the  farmers. 
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TefltlMOBT  bas  k1«o  b«an  prvsented  bttfor*  this  eoaaltt»« 
r«gftrdlnK  tbe  ■*!«  by  Production  Crodit  Aasoclatlon's  of 
Far*  Prop«rtr  In«uruic«  to   Its  Bcnt>«rs  on  an  optional  baals. 

I   Ui  a  tanwr  ot  today.      I  Bust  •s«rclB«  ir«at  ear«  in 
«x«catlnK  "T  BKnasviwiit  decl>ioD«  to  b«  a  •acc«saful  tamer. 
Tb«  »md  that   I   u««  aust  b«  what   is  rifht  tor  tha  typa  of 
soil  on  ay  fan*  and   the   length  of  growiUB  season   in  our  arss. 
Tbe  fertiliser  and   cheaical   that    I   use  Must  be  chossD  wltb 
care  and  Mist  sork.      If  ay  seed,   fertilissr,   and  cbeaical 
do  BQt  work  ose  year,   I  ■■  very  bealtant  about  uslnc  It  attain. 
The  tsrpe  and  aaotuit  of  insurance  that   I  choose  Is  an 
isportant  part  of  ay  nanaceaent   deeisioDs.      I  will  shop 
around  and  buy  what  I   feel  will  best  ssrre  tbe  purpose  that  I 
dees  necessary.      If  the  Production  Credit   Association   is 
able  to  offer  fam  property   insurance  to  their  aeabers,    I  will 
be  very  receptive  to  their  plan  and  to  tbe  amount  of  coverass 
we  decide  Is  adequate-  for  ay  fana  operation,  but   I  reserve 
ay  right  to  choose  where  to  purchase  insurance.     Tbe  loan 
officers  at  tbe  PCA       know  tbe  total  picture  of  ay  fans.     They 
know  tbe  current  values  of  itsas  on  ay  fais.     With  the  inflation 
rate  what  it  is  today,  one  snst  keep  up  with  all  the  new 
cbaaKes  in  prices  and  tbs  valves  of  used  Machinery  and  bnlldiacs- 
The  loan  officers  dsal  with  these  lt«M  every  i*J  snd  wltb 
aany  diversified  fanaisf  oparattoas..    They  know  the  current 
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Ve  a.re  very  fortunate  In  our  area  to  have  many  good  Indepandent 
Ineurance  agents.  They  offer  insurance  of  all  types  to 
evei;yone  in  all  occupations.  Our  Production  Credit  Association 
offering  collateral  insurance  in  our  area  will  not  greatly 
affect  the  livelihood  of  these  agents.   In  fact,  If  the 
PCA's  are  able  to  offer  collateral  Insurance,  the  consumer, 
vhether  PCA  member  or  not,  should  be  the  one  to  benefit. 
The  pricing  should  become  more  competitive  and  the  service 
to  farmers  by  all  agents  should  be  inbanced. 

In  September  of  197B,  a  random  survey  of  PCA  members  was 
conducted  by  the  St.  Paul  FICB.   It  revealed  that  214  of 
231  tamers  considered  it  desirable  for  PCA's  to  offer  farm 
property  insurance  to  their  members  on  an  optional  basis. 
Also  revealed  was  that  138  of  230  believed  their  present 
insurance  to  be  adequate;  however,  in  a  random  in-depth  study.' 
conducted  by  the  FICQ  of  St.  Paul,  with  the  help  of  farm 
property  insurance  specialists,  it  was  shown  that  the 
majority  of  those  studied  were  less  than  adequately  insured 
and  a  physical  appraisal  of  their  property  by  the  insurance 
agent  occurred  on  a  very  sporadic  basis. 

One  of  my  great  concerns  is  the  young  farmer.   To  start 
farming  today  the  young  farmer  needs  to  have  as  much  golnic 
for  him  as  possible.   He  needs  the  advice  of  many  and  the 
ability  to  take  from  this  advice  that  which  he  feels  will 
work  for  him  and  Is  Important  to  his  farming  operation.   When 
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a  TotmK  faraer  Is  stu-tlng  oat,  there  are  wry  f««  that  are 

truly  ■•mre  of  the  overall  picture  of  the  yonnc  fanaer's 

operat.ion.   The  Lender  to  this  younj  fanaer  knows  his 

altDatlon  better  than  anyonei   To  be  able  to  discuss  with 

this  young  fanaer  the  options  sTallable  to  hiM  and  the 

thiDBS  that  have  proven  liqwrtant  to  a  young  tanaer  staytnit 

in  business,  are  very  Important .   Insurance  is  a  part  of 

the  iaan>Ee<aent  decislona  that  he  needs  to  naka.   tt  ahould 

not  be  put  off  or  neiclected  at  this  po,int  in  his  csrs^r. 

If  the  Lender  he  has  chosen  is  s  Production  Credit  \ftsoclatlon. 

the  PCA  can  present  a  credit  life  plan,  credit  disability  plan. 

and  B  crop  hail  plan.  The  youns  Tanner  is  aware  of  the  coveraice 

his  Lender  feels  would  best  serve  his  needs  but  is  free  to 

purchase  Insurance  where  he  chooses.   Farm  property  insurance 

Is  as  important  an  any  of  the  above  and,  many  will  say. 

more  important.   SlRnf leant  consideration  is  given  by 

the  young  farmer,  and  establlshf>d  farmers,  to  tW  possibility 

of  convenient,  one  stop  service  by  qualified  people  at  their 

local  PCA  office. 

The  Farm  Credit  Systen  insurance  programs  should  be  Judged 
on  the  benefit  tbey  offer  to  the  famer/manber  of  the  System. 
To  deny  farmers  this  benefit  is  contrary  to  the  whole 
"self  help"  farmer  cooperative  philosophy  which  hss 
longstanding  congressional  support. 
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Thank  you  for  allowiiiR  me  to  have  some  Input  Into  this 
hearing.   If  you  have  any  questions,  I  will  be  happy  to 
respond  to  them. 


Gerald  Boerboom 
Rt.  #  3  Box  #225 
Marshall,  Minnesota  56258 
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STATEHENT  OF 
W  F.  DMEXAS,  FARHER 
OH  IEHU.F  OF 
K  PMXUCTION  CREDIT  ASSOCIATIOH 
FREEPORT,  ILLINOIS 
ReprMMtatlve  Kidlgui  and  mmttn  of  tht  (ubcoarittM: 

I  <■  Hemin  Danckn,  ■  fanMr  frm  NMroa  CMt»r,  IlllnoU.  In  the  north- 
MMtern  part  of  tha  state  of  IlltnoU.     I  •■  the  past  pmldeitt  of  tha 
Ogle  County  Fan  Bureau  of  udlch  I  have  (mm  a  Mhar  for  aany  years,     I  a* 
also  a  aeatwr  of  the  Blackhaak  Production  Credit  Association  Adtdiory 
CoMlttee. 

I  appreciate  this  opportiailty  to  present  tv  oim  personal  wiaM  as  a  fancr 
on  the  Fani  Credit  Act  AMnihint  Of  197f  as  wll  as  the  views  of  several  of 
■B'  netghbora  and  fan  friends,  ta«M  of  mIkm  are  In  the  audianca. 

At  this  tine  I  mold  like  to  present  letters  of  testlMNiy  Mritten  by 
farven  in  w  area  Including  a  copy  of  a  letter  oHtten  to  CongrotsHn 
John  B.  Anderson  conccmlng  this  fara  legfilation. 

There  hes  been  MKh  discuufon  and  testlBOnv  over  this  bill,  therefore!  I 
Mould  like  to  Just  point  out  areas  of  vital  concern  to  m  as  a  fanmr. 

Ue  all  realize  that  agriculture  is  dependent  upon  eitports.     Iliat  Me  soea  to 
overlook  is  that  each  individual  famar  is  largely  dependent  on  exports  to 
maintain  a  price  for  his  product  that  will  allow  hi*  to  Mlntain  an  adequate 
profit  Mrgin.    The  price  of  corn  In  our  area  for  fall  dellvoty  of  1979  has 
varied  between  S3.ra  plus  to  slightly  over  $2.20  during  this  Marketing 
season.     The  price  of  soybeans  has  varied  frea  t7.81  to  $S.76.    The  h1|^r 
prices  are  profitable  levels  for  a  present  day  efficient  famer.    At  the  san 
time  the  lower  level  of  prices  are  not  satisfactory  for  even  the  nost 
efficient  faraer  In  today's  econoqy.     Uten  you  really  look  at  this  thing,  it 
is  not  enough  to  insure  that  we  have  agriculture  exports  to  aove  our  grain. 
He  must  also  insure  that  the  faraer  geU  his  fair  share  of  the  profit 
generated  frOM  agricultural  exports. 
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It  iKMid  snV  see^  loglcil  that  if  fam  coaperattves  mctb  allaMd  ta 
corpete  with  other  grain  Industrie!  In  agricyltural  u^rts,  thefnomtd 
also  te  rare  competitive  at  the  original  source  of  purdiase  fro*  the 
farrer.     Present)/  the  bulk  of  the  griln  handled  by  cooperatives  HSt 
end  up  in  the  hands  of  *  fcM  large  coisierctal  exporters,  rfildi  are 
prioarily  foreign  based  concerns.     Following  this  procedure  does  not 
allow  the  coopentlwes  to  Insure  that  they  are  able  to  pay  mzIh* 
prices  or  operate  on  the  loiiest  nrglns  possible  since  they  are  not 
able  to  take  the  sale  of  the  rw  product  purchased  fro*  farverf  to  the 
final  purchaser  tn  the  foreign  countries. 

It  appears  to  ne  that  our  cooperatives  should  be  authorized  to  handled  this 
procedur*  as  well  as  finance  the  exports  since  it  Mould  be  iapractical  If  not 
liposslble  for  local  cooperatives  to  borroM  for  operating  finds,  purchase 
of  grain  and  etc->  through  the  Bank  of  Cooperatives  and  then  tn*  to  finance 
loans  covering  exports  sales  through  another  lender. 

I  muld  also  like  to  address  the  portion  of  the  bill  concerning  expanding 
the  authority  of  the  PCAs  and  Federal  Land  Banks  to  finance  processing  and 
Mriieting  activities  which  are  directly  related  to  an  agriculture  producer's 
operation.     1  as  well  as  many  other  ttnxn  in  our  area  are  concerned  about 
the  problem  of  the  starting  young  farnsr  as  well  as  the  continued  efficiency 
of  the  total  faraing  connunlty.     It  appears  that  the  fanaer  should  be 
alloMed  to  becone  as  efficient  as  possible  and  if  that  Included  expansion 
of  processing  or  marketing  activities  that  could  be  financed  on  a  reasonable 
basis,  it  would  appear  that  the  farMr  should  be  allowed  to  do  so.     It  is 
unreatlstic  to  say  that  a  farmer  can  utilize  his  assets  to  his  best  advantage 
If  he  Is  forced  to  finance  one  tegnent  of  his  business  irith  one  lender  and 
then  try  to  finance  another  segment  with  another  lender. 
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This  usually  rasults  In,  we  «s  faraers  not  having  a  citar  understanding 
of  our  actual  position  with  each  tender  as  well  as  the  Individual  lenders 
not  fully  understanding  our  total  operation. 

In  regard  to  insurance,  qr  position  is  slqily  this  -  If  we  are  going  to 
Unit  cooperatives  ibtllty  to  provtile  coopctttlon  in  beneficial  services 
such  as  Insurance  where  trill  we  stop  In  the  future? 

I  personally  put  iv  insurance  business  up  fOr  bids.     Sone  of  It  is  written 
vrith  Independent  Insurance  agents,  soae  Is  written  with  Country  Companies 
and  some  Is  written  with  Blackhawk  Production  Credit  Association.     I  have 
spoken  with  nany  faraers  In  wv  area  and  have  attended  a  state  hearing  this 
spring  concerning  this  issue.     U)l1e  I  an  not  naive  enough  to  think  that 
there  wouldn't  be  anyone  who  would  cooplain  about  the  Insurance  offered  by 
the  Production  Credit  Systen,  to  this  date  I  have  not  heard  one.     1  feel  that 
If  PCA's  Board  of  Directors  feels  that  It  can  provide  Its  menters  better 
service  by  writing  Insurance  or  prowldins  additional  services  on  a  sound  basis, 
that  they  should  be  allowed  to  do  so.     I  know  froM  personal  experience  that 
PCA  farmer  board  members  are  very  capable  of,  and  will  Insure,  that  PCA 
represents  the  best  Interest  of  the  farmers  In  thefr  terrItDr7.    Therefore, 
I  would  urge  you  to  pass  this  bill  which  wt1l  enable  the  Fam  Credit  System 
to  continue  to  meet  our  (faraers')  needs. 

If  you  have  any  questions  concerning  ny  testlnony  or  the  letters  Introduced 
with  my  testimony,  I  will  be  happy  to  try  to  answer  them.     Thank  you. 


j/^l'*-HAi^'^vt: 
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STATEMEffT  OF 
HAROLD  C.  POWELL 

FARMER  -  DIRECTOR  OF  PCA  OF  LANSING 

Hr,  Chairman,  my  name  is  Harold  Powell,  director  and  famer,  from 
MilHanston,  Michigan.     I  consider  it  a  distinct  honor  to  represent 
the  fanner-menbers  in  the  Production  Credit  Association  of  Lansing  and 
to  speak  before  this  Comittee.  as  a  farmer,  on  behalf  of  the  aaended 
Farm  Credit  Act  of  1979  as  it's  being  proposed. 

As  stated,  I  tm  a  director  and  Board  Chairman  of  the  PCA  of  Lansing, 
which  serves  an  «ight  and  a  half  county  area  in  Central  Michigan  with 
over  2400  mertters  with  over  t83  ■ilHon  In  volune.     I  have  been  a  director 
of  the  Lansing  Association  since  1965  and  a  member- borrower  since  the 
early  1960s.     I  have  farmed  1n  the  Nllllanston  area  In  Ingham  County  alt 
My  life,  presently  In  partnership  with  my  son,  John,  on  a  dairy  and  cash 
crop  farm.     I  would  like  to  testify  today  in  support  of  Senate  B111  1W5, 
the  Farm  Credit  Act  Amendments  of  1979,  both  as  a  farmer  and  as  a  dirsctor. 

I  would  specifically  like  to  speak  In  support  of  the  authority  for  the 
Farm  Credit  System  to  continue  to  offer  collateral  insurance  and  the  need 
for  the  financing  of  the  System  of  processing  and  marketing  enterprises. 

We  understand  that  there  Is  pressure  to  elininate  the  ability  to  offer 
collateral   insurance  by  the  Farm  Credit  System.     We  would  like  to  testify 
for  the  need  as  I  see  it,  of  keeping  this  ability  to  offer  collateral 
insurance  with  the  Production  Credit  Associations  and  In  the  Farm  Credit 
Act  and  to  testify  as  to  grass  roots  support  for  this  need. 

Our  Association,  the  Production  Credit  Association  of  Lansing,  cooperated 
with  the  Federal  Intermediate  Credit  Bank  of  St.  Paul  and  the  Old  Republic 
Insurance  Company  in  1978  on  a  survey  of  four  farmers  in  regards  to  farm 
property  insurance.  It  was  found  by  this  survey  that  in  most  cases,  that 
the  farmers  were  underinsured  and  that  their  policies  had  not  been  updated 
for  a  number  of  years.  The  overall  feeling  was  that  PCAs  should  offer  the 
insurance  for  the  purpose  of  convenience,  cost,  servicing  ability  and  to 
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provide  Increased  conpetUion  for  other  Insurance  co^xnles.  att  of  which 
would  benefit  famers  like  nyself.  The  survey  Included  ny  fani  and  a 
comparison  to  my  present  insurance.  Hy  present  Insurance  has  a  total 
dollar  value  insured  of  $171,900,  In  reviewing  this  it  was  determined 
that  the  current  value  that  1  should  have  had  in  coverage  should  have 
been  $239,200  or  stated  another  way,  I  was  found  to  be  2BX  underinsured. 

Hy  loan  is  reviewed  annually  with  PCA  and  I  feel  that.  In  reviewing 
the  financial  picture  of  My  farm,  it  would  be  convenient  for  ne  to  update 
ny  insurance  policies  at  the  same  tiMe,  to  stay  current  with  Increased 
values  due  to  inflation.  Presently,  we  review  the  Insurance  once  every 
ten  years  with  a  built  in  Inflation  factor  contained  in  this.  With  in- 
flation continuing  as  it  has  been,  this  has  not  been  nearly  enough  to 
keep  proper  Insurance  coverage  on  Ky  facilities  and  equlpannt. 

Ue  would  also  offer  In  testimony  that  a  phone  survey  was  made  in  1978 
by  the  Seventh  Fam  Credit  District,  randnaly,  of  26S   PCA  mcaben,   87S  of 
those  surveyed  answered  the  survey  and  931  Indicated  they  felt  it  was 
desirable  for  PCAs  to  offer  fam  property  insurance  to  their  members  on 
an  optional  basis. 

In  October  of  1979,  the  Production  Credit  Association  of  Lansing,  to- 
gether with  Fanriiank  Services  of  Denver,  Colorado,  surveyed  our  members 
in  two  of  our  counties,  Ingham  and  Eaton  Counties,  by  use  of  a  letter 
survey  to  over  900  of  our  meters.  The  Association  received  a  30S  return 
using  the  proper  statistical  methods  as  devised  by  Fanitank  Services, 
asking,  among  other  things,  PCA's  role  in  related  services. 

One  question,  in  particular,  we  asked  them  to  respond  as  to  their  interest 
if  the  Association  offered  farm  property  insurance.  33*  of  those  responding 
indicated  a  very  high  Interest  and  39X  indicating  they  were  somewhat  interested, 
2Zi  said  not  interested  at  all  and  61  offered  no  opinion.  The  total  of  those 
saying  they  were  very  or  somewhat  interested  was  7Z1,  we  think  this  Is 
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significantly  hfgh  to  Indicate  an  interest  and  a  need  by  our  menbers  to 
offer  farm  property  insurance.  He  also  asked  the  question  of  whether  they 
felt  pressured  by  PCA  personnel  to  take  related  services  I.e.  services 
other  than  credit,  to  get  a  loan.  93X  said  that  'no.  they  did  not  feel 
pressured  to  take  related  services  fron  their  Production  Credit  Association'. 

I  feel,  as  a  director,  this  indicates  a  need  for  keeping  related  services, 
and  In  particular,  farm  property  Insurance  services,  available  for  our 
MBbershlp. 

Related  services  add  additional  Incow  to  the  Association,  alloMing  the 
Association  to  lend  at  a  lower  interest  rate  nark-up  than  they  nonMlly 
Mould  have  to  charge,  benefiting  all  our  meiriwrs  and  nysetf  particularly, 
as  a  farmer- borrower  of  my  cooperative. 

As  a  fanner,  I  feel  a  personal  need  for  allowing  alternatives  to  be 
available  and  that  ccapetltlon  can  only  benefit  ae  as  a  fanaer-borrower. 
Regarding  Processing  and  Harketlnti 

1^  farm  is  located  between  Detroit  and  Lansing,  Michigan,  particularly 
close  to  Lansing,  which  has  a  great  Influence  on  fana  values  in  aiy  area. 
Because  of  this  influence,  it  Is  becoming  increasingly  more  difficult  to 
obtain  additional  farm  land  for  far*  production  purposes.  It  Is  with  this 
in  mind  that  I  would  encourage  the  provision  in  the  new  Fana  Credit  Act 
taemtnents  to  expand  the  availability  of  the  Systea  to  finance  processing 
and  marketing  organizations.  This  would  allow  farwers  in  ay  area  to  expend 
end  increase  their  incooe  potential  which  will  be  Halted  In  fane  production, 
by  expanding  their  use  of  marketing  and  processing  facilities  on  their  feras. 
With  the  escalating  costs  for  resources,  especially  land  in  ag  area.  It  will 
allow  me  to  Intensify  the  use  of  this  resource  by  expanding  into  processing 
and  marketing.  This  escalating  cost  of  resources,  especially  land,  has 
caused  many  fara  sons  and  daughters  in  our  area  to  leave  the  faally  fara. 
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Expanding  into  processing  and  marketing  activities,  however,  would  create 
an  additional  opportunity  for  these  young  people  to  stay  In  the  fsmlly 
business  and  to  increase  the  economic  potential  of  these  units. 

Examples  that  can  be  used  in  the  processing  and  marketing  functions, 
which  would  affect  our  area,  would  be  marketing  and  processing  units  for 
washing,  grading,  sorting  and  packaging  potatoes,  carrots  and  onions. 
Additional  examples  would  be  construction  of  a  sunflower  storage  and  pro- 
cessing operation,  opportunities  in  fruit  and  vegetable  industry  providing 
additional  processing  and  marketing  facilities,  in  the  area  of  seed  com 
production  and  processing  units  and  down  the  road  In  the  very  near  future, 
the  opportunity  for  farmers  to  build  alcohol  plants  either  on  their  own 
farms  or  together  with  other  farmers  in  their  area. 

In  sunmary,  expanding  the  processing  and  marketing  section  of  the  Farm 
Credit  Act  would  allow  farmers  the  ability  to  vertically  integrate  on 
their  present  farms  and  removing  the  SOX  limit  on  menters  own  usage  and 
removing  this  to  a  lower  level  allowing  district  boards  and  local  boards 
to  set  this  percentage  of  individual  farm  usage,  would  be  more  realistic 
in  my  estimation.  It  would  increase  our  income  as  individual  fanners, 
it  would  be  more  convenient  for  me  as  a  farmer- borrower  to  deal  with  only 
one  organization  rather  than  making  financial  arrangements  with  other 
institutions.  It  would  allow  more  flexibility  in  financing  and  obtaining 
my  financing,  As  farmers  like  myself  get  larger,  we  have  to  use  all  of 
our  resources  to  maximize  our  profits  to  remain  competitive  and  this  is 
an  alternative  we  would  like  to  have  available. 

We  urge  you  to  pass  the  Act  as  presented  to  strengthen  this  System  for 
its  farmer-members. 

I  would  like  to  thank  you  for  the  opportunity  to  present  these  connents 

as  a  farmer  and  as  a  director.  I  have  a  great  deal  of  respect  for  the 
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System  and  the  help  It  has  given  me  personally  and  the  farners  1n  our 
area.     I  would  remind  you  that,  while  the  System  started  as  a  govenwicnt 
progran.  it  has  since  paid  off  all  of  Its  government  capital  and  that  it 
has  been  successful  financially,  providing  funds  to  farmers  on  a  least 
cost  basis  through  their  PCA  farmer-owned  cooperative.     It  has  proven  to 
be  a  sound  financial  organization,  providing  farmers  financial  strength, 
to  tap  the  world  money  markets  and  its  related  services,  including  fani 
property  Insurance,  have  helped  this  and  we  urge  you  to  leave  farw  property 
Insurance  in  the  Act  and  to  expand  the  processing  and  marketing  portion. 

I,  again,  thank  you  for  this  opportunity  to  make  this  presentation  and 
I  would  be  available  to  respond  to  any  questions  on  this  presentation  if 
you  so  desire. 
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Stafcenent  of 
Bainler  National  Bank 

Mr.  Chairman  and  members  of  the  Committee,  Rainier  National  Bank 
wishes  to  take  this  opportunity  to  share  with  the  Coiraiiittee  our 
coimenta  relating  to  the  issues  and  provisions  of  S.1465,  a  Bill 
to  amend  the  Farm  Credit  Act  of  1971.  Thess  cononents  result  from 
our  extensive  experience  as  the  leading  agricultural  lender  In 
Washington  and  activity  as  ons  of  the  largest  commercial  finan- 
cial institutions  in  the  Pacific  Northwest. 

We  firmly  believe  that  many  of  the  substantive  provisions  of  the 
proposed  amendments  would  reduce  the  competition  between  the 
Cooperative  Farm  Credit  System  (CFCS)  and  the  private  sector 
including  the  commercial  banking  system.   Such  an  encrouchment 
by  the  CFCS  into  non-farm  lending  activities  provides  unneeded 
discriminatory  government  activity  in  an  area  which  has  here- 
tofore found  two  or  more  types  of  strong  financial  institutions 
bidding  vigorously  for  the  credit  business  of  the  farmer.   M« 
might  also  suggest  that  continued  expansion  of  farm  credit 
programs  may  lead  to  their  regulation  by  the  Federal  Reserve 
Board  and  other  federal  bank  regulatory  agencies , 

Rainier  National  Bank  is  vitally  involved  in  the  farm  community, 
providing  approximately  $150,000,000.00  In  direct  farm  support 
loans  to  Washington  State's  largest  industry  which  totals  almost 
S2.4  billion  a  year.   Rainier  participates  in  a  broad  spectrum 
of  agricultural  financing,  from  export  financing  to  seasonal 
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production  loans ,   We  feel  that  these  comments  reflect  exper- 
ience gained  through  extensive  exposure  to  the  agricultural 
borrower. 

The  following  comments  are  limited  to  those  amendments  whli^ 
we  believe  would  reduce  competition  with  the  private  sector 
by  granting  improper  special  treatment  advantages  to  CFCS 
member  institutions . 

1.  Cooperative  Eligibility.   Rainier  would  support 
proposed  legislation  which  would  reduce  from  80%  to  60t  the 
requirement  that  voting  members  of  cooperatives  borrowing 
from  Banks  for  Cooperatives  (BCs)  be  farmers  only  for  coop- 
eratives which  have  a  rural-urban  consumer  base  of  operations. 
For  all  other  coops,  namely  rural  coops  as  identified  in  the 
Act,  we  feel  the  existing  804  requirement  must  be  maintained 
in  order  to  fulfill  the  original  intention  of  the  Act  and  to 
minimize  conflicts  with  the  regulated  commercial  banking  in- 
dustry.  The  amendments  should  recognize  and  address  that  typ« 
of  "rural-urban"  based  cooperative  which  has  developed  in  rural 
areas  through  supply  stores  which  provide  merchandise,  imple- 
ments, grains  and  soil  treatments  for  farmers  and  non-farmers 
alike. 

2,  Financing  of  Procesaini;  and  Marketing  Activities  of 
Bona- Fide  Farmers.   The  amendment  proposes  to  permit  Federal 
Land  Bank  (FLBs)  and  Production  Credit  Association  (PCAs)  to 
finance  processing  and  marketing  activities  for  farmers,  there- 
by providing  new  authority  for  off-farm  businesses.  Although 
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financing  needs  foe  procesalng  and  marketing  are  being  adequately 
met  through  existing  services.  Rainier  would  support  this  (unend- 
nent  provided  (1)  all  partners,  stockholders,  directors  and  other 
individuals  processing  and  marketing  farm  products  are  bona-fide 
fanners  and  (2)  the  main  purpose  of  the  financing  Is  to  enable 
a  farmer  to  justify  an  expenditure,  the  primary  purpose  of  which 
is  to  process  and  market  his  or  their  own  crops. 

If  the  original  intent  of  the  Act,  to  support  the  fanner  in  his 
production  of  crops,  is  to  be  maintained  and  actions  by  the 
Conmittee  in  the  farm  credit  market  balanced  properly  in  light 
of  the  Conmittes's  obligations  to  respect  the  existing  commercial 
banking  marketplace,  some  restrictions  are  necessary  on  FLBs  and 
PCAs  to  define  and  focus  their  area  of  specialized  financing. 
Otherwise,  the  original  intent  of  creating  special  land  banks 
and  credit  associations  would  be  lost  and  such  organizations 
might  very  well  be  abolished. 

3.    Banks  for  Cooperatives  Export  Financing.   We  see 
little,  if  any,  basis  for  this  amendment  of  the  Farm  Credit  Act 
of  1971.   The  system  is  in  place  to  handle  all  overseas  transac- 
tions through  the  commercial  banking  system.   Indeed,  the  compe- 
tition for  foreign  business  is  intense  and  vigorous,  and  we  know 
of  no  unfilled  need  in  this  area  which  would  support  the  proposed 
amendment.   He  urge  removal  of  this  unnecessary  provision  from 
the  proposed  legislation. 
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4 .  Incorporation  of  Systera  Service  Entitles.  We 
propose  that  8.1465  which  pewnlta  the  Farm  Credit  Administration 
to  charter  corporations  which  perform  other  than  credit  services 
for  CPCS  inetitutions  be  more  carefully  defined  to  avoid  con- 
flict with  existing  corporation  laws  and  to  ensure  that  such 
service  corporations  are  only  created  to  specifically  support 
the  CFCS  institutions. 

5.  Increase  In  FLBS  85%  Loan  Value  Lending  Limitation. 
The  proposal  to  allow  flbs  to  make  real  estate  loans  in  excess 
of  S5%  Of  the  appraised  value  of  the  property  securing  the  loan 
when  the  guaranties  are  provided  by  government  agencies  might 
lead  to  a  damaging  situation  where  a  FLB  would  moke  loans  ex- 
ceeding 85%  of  the  appraised  value  which  could  erode  those  real 
estate  equities  used  by  commercial  banks  to  support  short-tem 
credit  vital  to  the  welfare  and  seasonal  production  requirements 
of  the  farmer. 

In  summary,  we  would  like  to  call  the  Conralttee ' s  attention  to 
the  competitive  system  in  banking  services  rillch  the  Congress 
has  structured  over  the  years  leading  to  a  free  enterprise  sarket- 
place  of  financial  services.  Special  aid  has  been  rendered  to 
select  groups  only  when  an  emergency  requirement  exists  or  a 
financial  need  is  not  otherwise  being  met.   We  have  no  knowledge 
of  any  absence  of  financial  services  to  the  agricultural  comnunity 
which  would  support  the  exempt  status  provisions  and  non- competitive 
measures  of  this  legislation. 

Thank  you. 
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SUtement  of 
Seattle-First  National  Bank 


Hr.  Chairman  and  neabers  of  the  CoRinittee,  Seattle-First  National  Bank 
appreciates  this  opportunity  to  subnit  testimony  on  several  aspects  of 
the  amendments  proposed  {H.R.  4782)  to  the  Farm  Credit  Act  of  1971.  We 
are  one  of  the  largest  agricultural  lenders  1n  the  United  States,  with 
over  170  branches  and  an  extensive  correspondence  network.  Ue  serve  as 
a  najor,  if  not  sole,  financial  institution  for  many  of  Uashington's 
smaller  comnuni ties .  As  such  we  have  a  vested  interest  in  legislation 
that  affects  the  faming  community  and  Its  financial  needs. 

We  long  have  recognized  that  the  Cooperative  Farm  Credit  System  (CFCS) 
provides  vital  support  to  the  farm  conmunity,  and  we  endorse  its  efforts 
to  remain  as  a  viable  source  of  credit  for  farm-lending  needs.     Therefore, 
Seattle-First  does  not  oppose  the  'housekeeping"  provisions  1n  the  proposed 
legislation  which  are  designed  to  enable  the  rapidly-growing  CFCS  to  meet 
its  changing  needs. 

We  are  concerned,  however,  about  a  few  of  the  amendments  which  Mould 
result  in  CFCS  encroachment  into  non-farm  lending  activities.  These 
amendments  would  result  in  no  substantial  gain  to  the  farm  coanunityi 
but,  they  would  Injure  banks  which  are  already  adequately  providing 
financial  services  to  the  agricultural  industry.  Those  amendments  to 
which  we  have  specific  objections  are  detailed  below. 
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1,     Export  Financing 

One  major  amendment  to  the  bill  proposes  that  Banks  for  Cooperatives   (BCs) 

be  authorized     to  handle  the  financing  and  related  servicing  functions  of 

farmer  cooperatives'   direct  foreign  sales  of  commodities,  or  purchases 

from  foreign  sources  of  Items  needed  to  conduct  their  own  cooperatives 

operations. 

Seattle-First  vigorously  opposes  inclusion  of  this  amendment,  and  for 
several   reasons. 

First,  we  are  convinced  that  the  domestic  banks  and  their  foreign  corres- 
pondents are  entirely  meeting  the  export-finance  needs  of  the  faming 
connunity,  and  we  have  not  heard  arguments  to  the  contrary.     Export 
financing  does  not  contain  the  same  types  and  levels  of  risk  exposures 
as  do  other  agricultural   financing  activities.     Virtually  any  bank  with 
international  capability  actively  seeks  export  loans;  we,  along  with 
other  comnercial  banks  in  Washington  State,  have  established  operations 
geared  to  this  specific  activity. 

Second,  we  perceive  the  competition  among  corwnercial  banks  for  financing 
of  agricultural  exports  to  be  intense,  and  have  no  knowledge  of  legitimate 
export  transactions  being  prevented  by  lack  of  financing.  Therefore,  we 
do  not  believe  that  the  stated  purpose  of  the  amendment,  "to  promote  the 
expansion  of  United  States  agricultural  exports  .  .  ."  would  be  effected 
if  the  BCs  were  permitted  to  provide  the  service. 
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Third,   It  is  dear  that  this  amendment  goes  beyond  any  intention  of  the 
original  Far*  Credit  Act  of  1971. 

Fourth,  if  the  BCs  are  permitted  to  solicit  this  kind  of  business,  the 
cocnpetition  between  then  and  commercial  banks  would  not  be  between  equals. 
The  BCs  have  the  option  of  offering  many  services  at  cost;  their  loans  are 
funded  with  money  obtained  from  sale  of  agency  paper  under  the  aegis  of 
the  United  States  Government;  they  enjoy  certain  tax  and  accounting  advan- 
tages not  available  to  commercial  banks;  they  need  not  cost  their  capital 
under  the  same  market  conditions  required  of  private  enterprises.  He  fear 
that  unjustified  harm  will  occur  to  banks  such  as  ours  if  we  are  forced  to 
compete  with  the  BCs  on  such  an  unequal  footing. 

Finally,  and  as  a  recapitulation,  we  cannot  understand  any  logic  which 
would  have  the  public  sector  partially  or  totally  replace  an  activity 

which  is  efficiently  and  effectively  handled  by  the  private  sector. 


For  these  reasons,  we  strongly  recommend  that  this  amendment  be  stricken 
from  the  bill.     We  would  be  happy,  however,  to  work  with  the  Spokane 
Bank  of  Co-ops  in  designing  a  palatable  package  which  could  be  utilized 
with  our  bank  and  other  western  banks  which  have  International  banking 
departments.     This  would  fully  accomodate  the  export-finance  needs  of 
their  member  co-ops,   if  any  such  service  is  presently  lacking. 
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2.     Financing  Processini]  and  Marketing  Activities  of  Farmers 
Another  major  amendment  which  concerns  us  would  permit  Production  Credit 
Associations  (PCAs)  and  Federal  Land  Banks  (FLBs)  to  finance  processing 
and  marketing  activities  for  farmers  and  others. 

Seattle-First  opposes  this  amendment,  for  many  of  the  same  reasons  that 

we  find  the  export- financing  amendment  objectionable. 

First,  we  feel   that  the  needs  of  farming  and  ranching  operations  are 
adequately  met  through  the  keen  competition  between  national  and  state 
charter  banking  associations  and  others  in  the  field  of  agricultural 
finance. 

Second,  we  understand  that  this  authority  could  be  used  to  qualify 
current  non-production  agri-businesses  by  having  them  establish  some 
minor  production-related  activities.     Again,  this  would  seriously  undermine 
the  competitive  viability  of  many  conmunity  banks,  in  that  they  could  not 
equitably    compete  with  the  PCAs  and  FLBs  for  this  type  of  business. 

Lastly,  Congress  wisely  decided  in  1971  to  limit  such  agricultural  financing 
on  the  part  of  PCAs  and  FLBs  to  on-farm  activities.     We  do  not  think  that 
any  context  has  changed  since  then  which  would  warrant  such  encroachment 


If  major  farm  accounts  needed  the  financing  capacity  to  build  a  facility 

for  marketing  and  processing  on  an  economically  sound  basis,  and  if  that 
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basis  Mould  require  that  other  producers'   products  be  considered  as 
part  of  the  "processing  base",  then  a  participation  with  a  coranerclal 
bank  could  be  arranged  so  that  the  agri-business  financing  for  "off- 
fann"  activites  could  be  handled. 

3.     Cooperative  Eliglbi.llty  for  Financing  from  Banks  for  Cooperatives 
This  amendment  would  reduce  from  SOX  to  601  the  requirement  that  voting 
members  of  cooperatives  borrcwing  from  BCs  be  farmers. 

We  believe  that  the  current  ratio  of  farm-  to  non-fam>  membership 

is  sufficient  to  serve  those  coiniwnities  Mhich  truly  need  a  cooperative. 

BCs  were  established  to  fund  agriculturally-based  cooperatives  with  the 

purpose  of  allowing  famers  to  band  together  to  buy  and  sell  products. 

If  an  agricultural  comnunity  is  utilizing  its  cooperative,  there  should 

be  enough  farm  constituents  available  to  support  it  on  the  current  301 

ratio. 


It  is  entirely  possible  that,  as  a  connunity  and  membership  base  of  a 
cooperative  moves  in  transition  from  rural   to  urban,  the  cooperative 
can  "graduate"  to  more  conventional   forms  of  financing.     There  are  a 
number  of  agricultural  cooperatives  in  the  State  of  Uashtngton  to  which 
Seattle-First  provides  active  financing,  and  we  are  aware  of  other  banks 
who  finance  major  northwest  cooperatives  with  no  unusual  problems.     To 
reduce  the  eligibility  requirement  to  60t  would  unnecessarily  liberalize 
the  system,  and  potentially  open  it  to  intent-of-law  violations,  especially 
since  the  word  "famier"   is  not  adequately  defined. 
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4.     Increase  in  FLBs  851  Loan  Value  Lendinj]  LimUatlon 
This  proposed  amendment  would  allow  FLBs  to  make  real  estate  loans  In 
excess  of  85X  of  the  appraised  value  of  the  property     securing  the  loan, 
when  guarantees  are  provided  by  government  agencies. 

This  amendment  would  make  it  possible  for  the  FLBs  to  expand  financing  to 
limited-equity  farmers,  such  as  young  fanners.     It  would  also  Iteep  pace 
with  the  current  shift  In  emphasis  by  the  Farmers  Home  Administration  from 
making  its  own  loans,  to  guaranteeing  loans  by  other  lenders. 

We  can  synfMthize  with  the  intent  of  this  aiTcndiTcnt,  but  we  Just  do  not 
think  that  it  would  be  prudent  banking.  There  Is  substantial  risk  in  the 
agricultural  financing  business,  particularly  in  dealing  with  day-to-day 
operating  lines  of  credit.  If  there  is  no  equity  position  In  the  major 
real  estate  asset,  many  conmerclal  banks  may  become  reluctant  to  extend 
needed  operating  capital.  If  the  farmer  has  a  bad  crop  year,  our  fear  is 
that  there  could  be  severe  cash-flow  problems  in  servicing  a   lOOS  loan. 

For  these  reasons,  we  reconnend  that  loan/value  lending  In  excess  of  S5K  not 
be  permitted,  unless  the  most  rigorous  examination  proves  It  well-advised. 

Conclusion 


These  four  amendments  enibody,  in  order,  the  chief  elements  of  the  proposed 
bill  about  which  we  have  strong  concerns.     Beyond  these  amendments,  our 
concerns  are  echoed  and  best  expressed  by  any  testimony  that  the  Anerlcan 
Bankers  Association  may  have  submitted  on  this  bill.     As  a  nenber  of  the 

ABA,  we  support  and  concur  with  their  positions. 
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Seattle-First  Nitlonil  B*nk  is  grateful  for  the  Opportunity  to  lubaft 
testtmony  on  this  b11l.  We  Kill  gladly  supply  any  further  infonnUon 
to  the  Comlttee  In  support  of  our  argument. 

Donald  6.  Ullllm,  Vice  President 
ContiMier  Coipliance 
Seattle-first  National  Bank 
16th  Floor 
1001  4th  Avenue 
Seattle,  HA     98104 
(206)-   5S3-4081 
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